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FBBBTTABY  16,  1914. 

United  States  Senate, 

Washington^  D.  0. 

The  subcommittees  assembled  in  joint  session  at  10.30  o'clock 
a.  m.,  Hon.  Henry  F.  Hollis  presidii^. 

Present:  Senator  Lee  and  Messrs.  Bulkley,  Brown,  Stone,  Seldom- 
ridge,  Weaver,  Hayes,  Woods  and  Piatt. 

Present  aJso:  Senator  Robert  L.  Owen,  chairman  of  the  Senate 
Committee  on  Banking  and  Currency. 

Senator  Hollis.  Senator  Fletcher,  will  you  state  your  connection 
with  the  subject  of  rural  credits  up  to  this  time,  for  the  record? 

STATEHENT   OF  HON.   DUNGAK   U.   FLETCHES»   A   SENATOR 
FBOM  THE  STATE  OF  FLORIDA. 

Senator  Fletcher.  Mr.  Chairman  and  gentlemen  of  the  committee: 
As  president  of  the  Southern  CommercifQ  Congress,  I  had  some  cor- 
respondence with  Mr.  David  Lubin,  the  American  delegate  to  Uie 
International  Institute  of  Agriculture,  with  headquarters  in  Rome, 
Italy,  and  Mr.  Lubin  brougnt  this  subject  to  my  attention,  and  I 
invited  him  to  come  to  our  next  convention  in  Nashville,  Tenn.,  in 
April,  1912,  to  discuss  the  subject  there. 

Mr.  Lubin  replied  that  if  we  would  get  the  consent  of  the  State 
Department  granting  him  leave  of  absence  and  assemble  representa- 
tives of  the  different  States,  and  give  him  a  week  there,  he  would  be 
glad  to  come;  that  he  did  not  feel  like  he  could  cross  the  ocean  merely 
to  make  a  speech  at  the  convention.  It  was  a  good-sized  undertak- 
ing, but  we  started  into  do  that,  and  finally  we  got  leave  of  absence, 
throught  Secretary  Knox,  for  Mr.  Lubin,  and  we  succeeded  in  assem- 
bling representatives  from  27  States  in  Nashville;  and  Mr.  Lubin 
came  and  brought  all  the  data  that  he  had  been  collecting  for  years, 
practically  ever  since  he  succeeded  in  establishing  that  international 
mstitute  of  agriculture,  which  was  in  1905;  and  they  spent  six  davs 
in  Nashville,  studying  the  subject  there  under  the  guidance  of  Im:. 
Lubin. 

And  at  our  convention  Mr.  Lubin  delivered  his  address,  and  a  reso- 
lution was  adopted  calling  on  the  Southern  Commercial  Confess  to 
assemble  a  commission,  to  be  composed  of  two  qualified  and  repre- 
sentative men  from  each  State,  if  possible,  for  the  purpose  of  going 
to  Europe  and  studying  the  various  systems  in  operation  in  those 
countries  for  the  benefit  of  agriculture  primarily. 

It  was  a  good,  big  contract,  but  the  resolution  was  adopted  by  our 
convention,  and  we  went  to  work  to  carry  it  out  as  far  as  possible. 
I  rather  protested  at  the  time  that  the  cominission  was  too  large. 
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I  thought  it  would  be  difficult  to  get  so  manjr  together,  in  the  first 
place;  and  then,  in  the  next  place,  I  thought  it  would  be  unwieldy; 
out  Mr.  Lubin's  idea,  which  I  think  ttlmed  out  to  be  a  good  one, 
was  that  the  purpose  would  be  to  educate  two  capable  men  in  each 
State,  and  when  they  saw  these  systems  in  operation  and  observed 
what  was  going  on  they  would  be  able  to  come  back  home  and  teU 
their  people  about  those  systems  and  keep  up  the  work  in  that  way 
throughout  the  various  States. 

We  took  the  matter  up  with  the  National  Grange  and  the  Fanners' 
Union  and  other  agricultural  organizations,  and  they  approved  the 
plan.  We  then  also  suggested  provisions  in  the  platforms  of  the 
various  political  parties  as  they  met,  the  Republican  convention  at 
Chicago  and  the  Progressive  convention  at  Chicago,  and  then  we  went 
to  the  Democratic  convention  at  Baltimore;  and  planks  were  written 
in  the  platforms  of  the  parties  favoring  this  plan  for  investigating 
this  subject  in  those  European  countries  where  agricultural  miance 
has  obtained  a  high  development,  and  has  wrought  great  benefits  to 
thepeople  of  those  countries,  and  to  agriculture  in  particular. 

We  also  took  the  matter  up  with  the  governors  of  the  various  States, 
and  they  were  in  accord  with  the  idea.  We  prepared  bills  for  tixe 
legislatures  that  met  after  our  convention.  Some  of  the  States  did 
not  have  their  legislatures  meet  before  the  commission  had  to  go,  but 
other  States  did. 

We  figured  out  that  it  would  cost  $1,200  for  each  delegate.  And 
we  had  various  applications  by  people  who  wanted  to  go  on  the  trip 
aiid  enjoy  the  privileges  and  that  sort  of  thing  accorded  the  commis- 
sion, but  we  wanted  men  who  were  seriously  bent  on  working  out  an 
adaptation,  if  possible,  of  those  systems  to  conditions  in  this  coun- 
try. 

And  so  we  were  not  looking  for  men  who  were  willing  to  pay  their 
own  expenses,  but  we  wanted  the  States  to  furnish  the  money,  or 
organizations,  farmers'  unions,  and  societies  of  that  kind,  so  as  to 
identify  these  men  with  the  work,  and  have  them  feel  that  they  were 
responsible  to  these  States  and  to  the. people  of  their  States,  and  have 
them  go  with  a  determination  to  accomplish  results.  ^ 

Some  of  the  States  passed  special  laws — California,  Oregon,  and 
Washington.  I  think  Ohio  appropriated  $2,400  for  two  delegates. 
Some  of  the  governors  had  funos  in  contingent  accounts  which  they 
could  employ  and  have  provided  means  in  that  way.  Other  dele- 
gates raised  the  necessary  money  through  the  farmers'  organizations, 
commercial  bodies,  and  the  like. 

So  that  on  the  26th  of  April  last  the  representatives,  including  two 
delegates  from  each  of  35  States,  left  New  York.  I  may  say  that  in 
the  meantime  certain  Canadian  Provinces  had  apphed  for  permission 
to  join  us,  and  we  had  delegates  from  five  Canadian  Provinces  as 
members  of  the  commission,  and  they  sailed  from  New  York  on  the 
26th  of  April,  1913,  and  went  direct  to  Rome,  Italy,  where  they  were 
received  by  the  King  and  Queen. 

And  in  the  meantime  Mr.  Lubin  had  arranged  with  the  delegates 
to 

Mr.  Hayes  (interposing).  The  International  Institute  of  Agricul- 
ture! 

Senator  Fletcher.  Yes,  the  International  Institute  of  Agriculture, 
which  is  participated  in  by  53  nations,  by  the  way.    Delegates  from 
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these  various  countries  had  outUned  a  program  and  made  arrange- 
ments in  advance  for  this  commission. 

In  the  meantime,  there  was  an  amendment  put  on  the  agricultural 
appropriation  bill,  which  was  approved  March  4,  1913,  which  pro- 
vided for  a  commission  of  seven  to  be  appointed  by  th^  President, 
to  cooperate  with  this  American  conmiission  being  assembled  by  the 
Southern  Commercial  Congress  in  this  study.  And  that  commis- 
sion was  appointed,  and  five  of  the  members  of  the  commission 
joined  the  American  commission  in  New  York,  and  sailed  with  them, 
and  cooperated  with  them  throughout  the  investigation. 

Two  members  of  the  United  States  commission.  Senator  Gore  and 
myself,  were  imable  to  go  on  account  of  the  tariff  bill  and  other 
matters  pending,  and  the  five  remaining  members  of  that  commis- 
sion, consisting  of  Representative  Moss,  Dr.  J.  L.  Coulter,  Dr.  Ken- 
yon  L.  Buttemeld,  Mr.  Harvie  Jordan,  and  Dr.  Clarence  J.  Owens, 
represented  the  United  States  commission  and,  as  I  say,  cooperated 
with  the  American  commission  in  that  investigation. 

Senator  Hollis.  Senator  Fletcher,  I  understand  that  it  is  a  fact 
vour  interest  in  the  subject  of  rural  credits  arises  largely  from  the 
fact  that  you  are  a  member  of  the  Committee  on  A^culture  and 
Forestry  of  the  Senate  ? 

Senator  Fletcher.  No. 

Senator  Hollis.  You  say  it  was  not  on  accoimt  of  your  connec- 
tion with  that  committee  that  you  were  particularly  mterested  in 
the  subject? 

Senator  Fletcher.  No;  it  was  largely  becaus3  of  this  move- 
ment which  originated^  as  I  have  stated,  with  the  Southern  Com- 
merical  Congress,  of  which  I  am  president.  I  am  not  a  member  of  the 
Committee  on  Agriculture  and  Forestry. 

Senator  Hollis.  I  thought  you  were. 

Senator  Fletcher.  No;  I  was,  however,  elected  by  the  American 
commission  chairman  of  that  commission,  and  also  elected  by  the 
United  States  commission  chairman  of  that  commission. 

Senator  Hollis.  Yes. 

Senator  Fletcher.  So  that,  as  chairman  of  both  commissions,  I 
have  been  pretty  closely  identified  with  the  movement.  And  we 
received  reports  here  in  Washington  constantly,  while  the  commis- 
sion was  pursuing  its  investigation.  Every  week  we  would  have 
letters  from  the  members  of  the  commissions  in  Europe,  and  we  kept 
up  with  them  pretty  well  in  that  way.  And  since  then  the  commis- 
aons  have  ioined  in  a  report  which  is  found  in  Senate  Document  214, 
setting  fortn  these  various  systems  as  they  found  them  in  operation  in 
some  14  European  countries. 

That  report  is  not  entirely  complete.  There  are  other  matters  to  be 
submitted  by  the  commission  which  will  form  part  2  of  that  report. 

And  then  the  report  of  the  United  States  commission  is  found  in 
Senate  Document  380,  which  sets  forth  our  conclusions  in  regard  to 
long-term  land  mortgage  credit;  and  also  there  is  attached  to  that 
report  the  suggested  bill  which  we  have  submitted,  both  in  the 
Senate  and  in  the  House;  and  the  United  States  commission  is  now 
at  work  on  the  other  part  of  the  problem,  the  short-term  or  personal 
credit  phase. 

Senator  Hollis.  Senator  Fletcher,  you  have  introduced  Senate 
Ull  2909,  entitled  "A  bill  to  provide  for  the  establishment,  operation^ 
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management,  and  control  of  a  national  rural-banking  system  in  the 
United  States,  and  for  other  purposes"  ? 

Senator  Fletchee.  Yes. 

Stoator  Hollis.  Will  you  please  tell  the  conmiittee  how  you  came 
to  prepare  that  bill.  Senator  Fletcher,  and  all  about  it? 

Senator  Fletcher.  That  bill  was  introduced  in  August,  as  I 
recall. 

Senator  Hollis.  It  was  introduced  August  9,  1913,  was  it  not? 

Senator  Fletchee.  Y6s,  sir;  and  as  I  stated  at  the  time,  of 
<5ourse  I  have  been  at  work  on  the  matter  quite  actively  ever  since 
the  commission  sailed.  We  had  some  other  material  oefore  that; 
for  instance,  Mr.  Cahill's  report,  which  is  made  a  Senate  docimient, 
and  which  gave  me  considerable  data  to  work  on  in  that  connection. 
I  got  information  and  assistance  from  every  source  I  could  from  the 
fartner's  standpoint.  I  knew  something  of  the  farmer's  problems 
from  personal  experience  and  observation. 

Mr.  Hayes.  Excuse  me,  Senator  Fletcher,  but  what  is  the  number 
of  the  CAhill  report? 

SiBnator  Fletcher.  The  Cahill  report  is  Senate  Document  No.  17, 
This  is  it  [indicating]. 

And  I  had  bean  studying  the  subject,  with  the  help  of  that  report 
and  other  documents;  and  I  introauced  this  bill  as  I  said,  at  the 
time,  not  as  the  final  word  on  the  subject,  but  <n  order  to  keep  the 
subject  before  Congre^  and  before  the  country  as  far  as  possible 
and  as  being  my  first  impressions  regarding  the  subject. 

Of  course  that  bill  is  still  pending;  and  it  diflFers  from  the  bill  as 
finally  reported  by  the  commission,  m  some  material  respects. 

For  instance,  it  provided  for  the  organization  of  local  banks  in 
communities  by  farmers,  and  then  the  organization  by  local  banks 
of  a  State  central  bank;  and  the  organization  of  the  United  States 
'Central  bank,  through  these  State  central  banks,  and  the  final 
issuing  of  the  bonds  bv  the  United  States  central  bank. 

My  impression  at  that  time  was  that  that  would  standardize  the 
If arm-lana  bonds  and  secure  a  lower  rate  of  interest  and  a  wider  mar- 
ket, not  only  in  this  country,  but  abroad,  and  that  the  objection  to 
♦central  banks  as  commercial  institutions  would  scarcely  obtain,  in 
toy  view,  in  the  case  of  a  central  bank  of  this  kind. 

But  the  commission  dealing  with  the  matter  thought  we  ought  to 
get  away  from  the  central  bwik  proposition,  so  that  the  present  bill 
ss  reported  varies  in  that  respect  from  the  first  bill. 

Senator  Hollis.  Pardon  me,  Senator  Fletcher,  but  tlio  second  bill 
that  you  referred  to  was  introduced  in  the  Senate  January  29,  1914, 
«nd  is  Senate  bill  4246,  and  the  title  of  it  is  "A  bill  to  provide  for 
the  establishment,  operation,  and  supervision  of  a  national  farm- 
land bank  system  in  uie  United  States  of  America,  for  the  creation  of 
depositories  for  postal  savings  and  other  public  fimds,  and  for  other 
purposes."     Is  that  not  correct  ? 

Senator  Fletchee.  Yes.  Another  idea,  I  might  say,  which  I  had 
in  introducing  S.  2909  was  that  I  felt  it  important  to  impress  as  far 
as  I  could  on  the  Senate,  and  also  on  the  House,  what  seemed  to  me 
a  fundamental  Idea  that  ought  to  be  considered  in  connection  with 
the  then  pending  Federal  reserve  act.  A  certain  effort  was  being 
made,  as  you  wiu  recall,  to  extend  the  provLrions  of  that  act  so  as  to 
me<  t  the  needs  of  the  farmer,  and  in  studying  this  subject  I  became 
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thoroughly  convinced  that  it  is  utterly  impossible  to  provide  in  a 
commercial  banking  system  for  the  requirements  of  those  engaged 
in  agriculture. 

wr.  Hates.  Do  you  not  think  it  would  be  unsafe  to  try  to  do  so  t 

Senator  Fletcheb.  Absolutely.  And  I  was  a  little  afraid  that  we 
were  ^oing  to  try  to  go  too  far  in  the  then  pending  measure  in  that 
direction,  realizing^  as  of  course  all  Confess  did,  Sie  importance  of 
making  tiiese  provisions  as  far  as  possible  to  meet  the  needs  of  agri- 
culture; yet  it  seemed  to  me  that  some  of  them  were  losing  sight  of 
the  principle  that  commercial  banks  can  not  possibly  have  their  tunds 
tied  up  in  long-term  loans  or  provide  for  such  accommodations  in  a 
financial  way  as  the  farmer  ought  to  have. 

And  for  that  reason  I  wanted  to  get  that  idea  as  far  as  possible 
before  Congress.  I  wanted  to  make  as  broad  and  liberal  provisions 
as  could  be  safely  made  for  agriculture^  but  I  felt  we  neeaed  a  sup- 
plemental system  to  take  us  all  the  way. 

Now.  pernims  in  this  matter  we  should  have  a  starting  point  and 
gradually  lead  up  to  what  we  have  done. 

The  act  of  1864,  establishing  our  banking  system,  was  based  on  the 
Ohio  statute,  and  it  provided  for  a  commercial  system.  It  was  never 
intended  to  be  and  is  not  capable  of  being  made  to  meet  the  needs 
of  the  farmer. 

In  the  second  place,  it  discriminated  against  him  by  prohibiting 
loans  on  real-estate  security.  The  effect  was  to  place  a  ban  on  resd 
estate  as  a  basis  of  credit.  This  being  the  farmer's  chief  asset,  the 
system  absolutely  discriminated  against  him  in  its  operation. 

The  result  has  been  that  the  farmer  has  been  ooliged  to  depend 
upon  the  factor,  the  merchant,  and  the  money  lender  to  obtain  what 
accommodations  he  required,  and  to  make  the  best  financial  arrange- 
ments  that  he  could;  with  the  further  result  that  high  prices  were 
charged  him,  enormous  profits  were  niade  at  his  expense,  and  bur- 
densome interest  charges  and  exactions  were  put  upon  him;  and 
with  the  result,  furt.her,  that  his  earnings  were  largely  consumed  in 
that  way.  His  net  returns  were  small,  and  with  no  prospect  of 
growing  larger. 

Discouragement  faced  every  young  m^m  growing  up  on  the  farm; 
hard  work  and  the  most  meager  remuneration  were  in  store  for 
him.  It  was  impossible  to  improve  rural  conditions;  there  was  no 
money  to  do  it  with.  No  wonder  occupying  owners  decreased  in 
iiuml>er  and  tenants  increased,  and  a  steady  now  set  in  to  the  cities 
and  towns.  The  greatest  and  most  important  industry  of  the  coun- 
try, the  one  upon  which  we  all  depend  for  our  food,  clothing,  and 
shelter,  was  not  merely  neglected  and  left  improvided  for,  as  far  as 
our  financial  system  was  concerned,  but  was  given  a  severe  blow 
and  discriminated  against. 

Strange  to  say,  this  has  been  contumed  all  these  years  until  the 
gpod  year  1913,  and  until  the  passage  of  that  great  measure,  to  my 
ipind  unsurpassed  in  importance  and  benefits  to  the  country  by  any 
law  put  on  the  statute  books  since  the  War  between  the  States — the 
Federal  reserve  act. 

Now,  there  is  no  longer  that  ban  on  real  estate  as  to  loans  by 
national  banks.  Now  uie  farmers  have  some  opportunity  to  ggt 
personal  accommodations  in  the  way  the  nature  of  his  business  calls 
for.     To  be  sure,  this  is  limited.     No  commercial  system  can  be 
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made  to  meet  the  requirements  of  agriculture.  The  cominerci^ 
bank  must  be  ready  to  respond  to  all  of  its  liabilities  on  demand, 
and  therefore  can  not  have  its  deposits  or  its  capital  and  surplus 
tied  up  on  loans  on  real  estate  runnmg  for  years;  neither  can  it  have 
its  funds  invested  in  seciuities  which  can  not  be  readily  converted 
into  cash. 

Consequently  while  the  Glass-Owen  Act  (or  the  Federal  reserve 
act)  goes  as  far  as  can  be  safely  gone  in  providing  for  loans  on  real 
estate  and  for  rediscounting  six-months'  paper,  there  is  a  very  con- 
siderable and  very  important  groimd  not  covered  by  our  banking 
and  currency  system,  even  as  amended. 

I  therefore  beUeve  that  in  order  to  meet  the  needs  of  our  farmers 
and  provide  for  the  necessary  requirements  of  agriculture  in  a  financial 
way  we  must  supplement  existing  systems  by  providing  for  a  system 
of  ^arm-land  banks,  so  empowered,  supervised,  and  managed  tiiat 
die  credit  resources  of  the  farmers  can  be  made  available,  to  the 
end  that  money  can  be  got  at  cheaper  rates,  on  long  terms,  with  the 

{privilege  of  paying  on  accoimt  of  the  principal  as  the  interest  is  paid, 
or  the  piu-pose  of  acquiring  homes,  improving  and  developing  tJie 
farm,  and  discharging  existing  hens  drawing  unreasonably  high  rates 
of  interest.  In  addition  to  this,  a  further  system  of  rurd  credit 
banks  intended  to  promote  cooperation  and  enable  the  members 
to  utilize  their  collective  credit  resources  to  meet  the  temporary  ne^ 
ab  they  recur  in  producing  the  crops,  would  be  most  advantages. 

Neiftier  of  these  needs  is  fully  met  by  the  Federal  reserve  act.  In 
the  first  place,  the  amount  allowed  to  be  loaned  on  real  estate  is 
wholly  insufficient  to  give  full  relief  to  the  farmers.  There  would 
probably  be  available  for  five-year  loans  on  real  estate  some 
1200,000,000  under  that  act.  The  farmers  of  the  country  owe  some 
$6,000,000,000,  nearly  half  of  which  is  secured  by  morgtages  on  their 
land.  You  can  readily  see  that  there  is  a  very  wide  gap  between 
$200,000,000  and  $2,000,000,000. 

Senator  Hollis.  Do  you  not  mean  $6,000,000,000 1 

Senator  Fletcher.  I  just  named  $2,000,000,000  as  the  amount 
secured  by  mortgages  on  land. 

Senator  Hollis.  Yes;  I  see. 

Senator  Fletcher.  This  gap  should  be  abridged.  Not  only  that, 
but  our  farmers  are  in  need  of  more  money  for  development  purposes, 
and  it  would  be  in  the  nature  of  an  investment  rather  than  mcurring 
a  debt,  if  they  could  get  it  at  sufficiently  low  rates  of  interest  and  have 
the  privilege  of  paying  back  it  out  of  the  earnings  of  the  farm  from 
year  toyear. 

Mr.  Weaver.  May  I  ask  you  a  Question,  Senator  Fletcher  ? 

Senator  Fletcher.  Yes;  certainly. 

Mr.  Weaver.  Do  you  think  that  these  commercial  banks  are  soing 
to  lend  the  $200,000,000  to  the  farmei-s?  Now,  while  the  law  allows 
them  to  do  that,  it  is  a  matter  of  option  with  them,  and  they  are  not 
compelled  to  do  so;  do  you  think,  as  a  matter  of  practice,  mat  they 
will  loan  the  money  to  the  farmers  on  five  years'  time  ? 

Mr.  Hayes.  On  real  estate? 

Senator  Fletcher.  I  doubt  if  there  will  be  much  money  loaned  in 
that  way. 

Mr.  Hayes.  Do  you  think  there  will  be  any? 
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Senator  Fletcher.  But  the  main  thing  is  that  that  provision 
does  away  with  the  idea  in  the  original  banking  act  that  real  estate 
is  not  a  proper  security  for  loans. 

Mr.  Hayes.  Well,  for  commercial  loans,  would  you  not  agree  with 
that  proposition  that  they  are  not  proper  security  for  commercial 
loans f 

Senator  Fletcher.  Yes;  I  think  there  is  something  in  that,  but, 
at  the  same  time,  I  beUeve  that  the  effect  of  the  prohibition  in  the 
law  was  harmful  to  the  farmers  of  the  country,  because,  naturally, 
money  lenders  and  financial  institutions  would  feel  that  if  the  (Gov- 
ernment itself  provided  that  institutions  operated,  controlled,  and 
supervised  under  its  direction  should  not  accept  real  estate  as  security 
it  threw  a  sort  of  suspicion  on  it  with  other  people,  and  they  charged 
higher  rates  of  interest,  and  all  that  sort  of  thing,  whenever  they  did 
make  loans  on  real  estate. 

1  quite  agree  that  there  is  a  very  grave  doubt  whether  a  great  deal 
of  money  will  be  available  to  the  farmer  under  that  plan;  but  still 
it  is  a  long  step  in  the  right  direction. 

This  consideration  ought  to  be  shown  the  12,000,000  people 
engaged  in  that  industry — T  mean  the  consideration  of  allowing 
them  to  have  the  privilege  of  paying  back  these  loans  and  getting 
their  money  at  reasonable  interest.  But  we  need  credit  provision 
for  considerably  more — also  for  development  purposes — than  the 
present  debts  of  the  farmers. 

Objection  is  sometimes  urged  that  we  are  finding  a  way  to  make 
it  easy  for  the  farmer  to  go  in  debt.  There  can  be  no  kind  of  doubt 
about  his  being  already  in  debt. 

Let  me  read  you  what  Judge  Horace  Bagley,  of  Towner,  N.  Dak., 
says.  He  has  taken  great  interest  in  this  subject,  and  I  appreciate 
his  suggestions  and  views.  We  had  considerable  correspondence, 
and  he  sent  me  this  statement,  which  speaks  for  itself.     I  got  his 

Sermission  to  use  it,  and  I  submit  it  here  as  an  illustration  of  con- 
itions  in  this  country,  which  are  by  no  means  confined  to  North 
Dakota.  There  are  three  letters  from  Judge  Bagley,  which  I  would 
like  to  insert  in  the  record  as  a  part  of  my  remarks,  including  a 
statement  from  him  as  to  conditions  in  North  Dakota.  I  will  not 
stop  to  read  them  unless  the  committee  so  desires. 

The  main  thing  is,  he  says,  the  debts  of  the  farmers  in  that  county, 
which,  he  says,  is  typical  of  that  part  of  the  country,  are  about  equal 
to  the  assessed  value  of  the  farmers'  property,  ana  they  are  paying 
very  large  interest  charges  on  the  debts  which  they  have. 

Senator  Hollis.  These  letters  will  be  incorporated  in  the  record 
as  a  part  of  your  testimony.  Senator  Fletcher. 
(Tne  letters  referred  to  are  as  follows:) 

Towner,  N.  Dak.,  August  IS,  191S. 
Hon.  I>.  U.  Fletcher, 

Washington,  D.  C. 
Dear  Sir:  I  have  followed  with  great  interest  and  pleasure  your  efforts  on  behalf 
of  a  better  system  of  rural  credit.    I  take  this  opportunity  to  assure  you  that  jrour 
labors  are  appreciated  in  this  far  Northern  State  fully  as  much  as  they  can  be  in  Florida. 
A  long  experience  as  a  country  banker  and  as  a  farmer  convinced  me  years  ago  that 
the  rural  problem  is  purely  an  economic  one,  the  solution  of  which  lies  along  the  linet 
you  are  so  ably  following.* 
Yours,  very  truly, 

Horace  Baglet, 
County  Judge,  McHenry  County,  N.  Dak, 
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TowNBB,  N.  D.,  August  28,  191S. 
Hon.  Duncan  U.  Flbtchbr, 

United  States  Senau,  Washington,  D.  C. 

Dbar  Sib:  In  reply  to  youre  of  August  18  in  the  matter  of  rural  credits,  I  inclose 
you  herewith  a  set  of  figures  prepared  bv  me  relative  to  the  above  matter,  as.  ths 
same  applies  to  our  loc^  situation.  I  think  the  situation  in  McHenrv  County  ii 
typical  of  the  general  situation  throue^hout  centnd  and  western  North  Dakota. 

The  %ures  as  I  giv^  them  are  eimer  official  or  are  based  on  a  careful  estimate. 
Abstracters  and  others  to  whom  I  have  shown  them,  agree  that  the  totals  are  under 
rather  than  over  the  actual  amounts.  I  have  taken  $1,000  as  the  average  first  mort- 
gage real  estate  loan.  The  abstracters  inform  me  that  a  loan  of  this  size  has  been  an 
exception  for  the  past  three  years,  and  that  the  average  now  is  between  $1,500  and 

The  amoimt  due  local  banks  is  taken  from  the  August  9  reports,  as  publiflhed  in 
the  local  papers,  and  indicates  that  my  estimate  of  ^chattel  mortgage  indebtednes 
at  $2,500,000  is  conservative.  PracticaUy  all  the  indebtedness  due  banks  is  secured 
by  chattel  mortgages.  And  In  addition  to  such  bank  indebtedness  is  the  very  large 
sums  due  the  machine  companies,  horse  dealers,  local  merchants,  and  money  loaners. 
In  m^  opinion,  the  present  indebtedness,  other  than  real-estate  mortgage  indebted- 
ness, is  close  to  $3,500,000.  and  $2,500,000  is  the  amoimt  thereof  upon  which  interest 
is  ajmually  paid^  the  $1,000,000  representing  the  sum  which  will  be  liquidated  this  fall. 

These  %ures  mdicate,  of  course,  that  many  of  our  farmers  are  past  all  help  by  any 
scheme  of  credit.  But  a  very  large  number  of  them  are  still  solvent,  and  will  gladly 
and  successfully  make  the  needed  change  to  a  better  svstem  of  fanning  ii  th^  can 
secure  credit  on  anything  like  a  reasonable  basis.  If  the  present  system  continues, 
it  is  perfectly  evident  that  the  bulk  of  these  still  solvent  burners  will  likewise  fall 
into  the  same  bottomless  pit  as  their  fellows. 
Yours,  very  truly, 

HoRACB  Baolbt. 

[InoVwure.] 

Statistics  relative  to  ikortgages  and  other  indebtedness,  MeHenry  County,  N,  Dak. 
[Compiled  from  official  records  of  said  county,  Aug.  22, 1913.] 

I. 

Population,  1910: 

Total 17,627 

Rural 14,757 

Families,  1910: 

Ratio  to  population per  cent. .  5.  • 

Total 3,147 

Rural 2,686 

Acres  assessed  for  taxation,  1912 1, 132, 24S 

Assessed  valuation,  farm  lands,  1912 $4, 852, 509 

Average  valuation  per  acre,  1912 $4.28 

Assessed  valuation,  personal  property,  1912: 

Total $1,380,888 

Rural $1,010,076 

Aven^  assessed  valuation,  per  rural  fomily,  1912,  total $2, 225 

II. 

Real  estate  mortgages  recorded,  Aug.  22, 1907,  to  Aug.  22, 1913 12, 359 

Real  estate  mortgages  of  record  Aug.  22, 1913 *  9, 269 

First  real  estate  mortgages  of  record,  Aug.  22, 1913 *  4, 634 

Average  amount  first  real  estate  mortgages '  $1, 000 

Total  first-mortgage  indebtedness *$4,634,000 

Average  first-mortgage  indebtedness  per  rural  family $1, 758 

Avera^  interest  rate  per  annum,  first  real  estate  mortgage per  cent . .  0. 09 

Total  interest  paid  per  annum,  first  real  estate  mort^ige $411, 114 

Average  annual  interest  paid  per  rural  family,  real  estate  mortgage $158 


t  Estimated. 
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Chattel  mortgages  filed  Aug.  22, 1907,  to  Aug.  22, 1913 39, 116 

Ghattel-mortgaSe  indebtednesB  Aug.  22,  1913 >$2,500,000 

Average  chattel  mortgage  indebtedness  per  fomily $794 

Average  interest  rate  per  annum,  chattel-mortgage  indebtedness.per  cent. .  0. 12 

Total  annual  interest  paid  per  annum,  chattel-mortgage  indebtedness $300, 000 

Average  annual  interest  paid  per  total  family,  chattel-mortgage  indebted- 

nees $95 

IV. 

Number  national  banks,  McHenry  Ooimty 2 

Number  State  banks,  McHenry  Cfounty 25 

Total  bank  capital,  McHenry  Coimty $397,000 

Total  bank  loans,  statement  Aug.  9, 1913 *$1,938,000 

Average  indebtedness  to  banks  per  family $615 

V. 

Total  real  estate  and  chattel-mortgafi:e  indebtedness $7, 134, 000 

Total  average  real  estate  and  chattel-morteage  indebtedness,  rural $2, 552 

Total  average  interest  paid  on  all  indebtedness,  per  annum,  ruial $258 

Average  cost  renewing  real  estate  mortgages $10 

Total  cost  renewing  real  estate  mortgages,  6  years $46, 340 

Annual  cost  renewing  real  estate  mortgages $7, 772 


Towner,  N.  D^jk.,  September  5,  191S. 
Hon.  Duncan  U.  Fletcher, 

United  States  SeruUe,  Washington^  D.  C. 

Dear  Sir:  Yours  of  September  1  in  re  rural  credits  plan  at  hand,  and  I  thank  you 
for  the  same. 

1  shall  be  glad  to  have  you  use  the  data  I  sent  you  in  any  way  you  see  fit.  1  believe 
it  is,  on  the  whole,  entirely  reliable  and  will  bear  investigation. 

Not  only  are  our  farmers  not  accommodated  with  loans  at  the  time  and  in  the 
amounts  they  need  them,  but  such  loans  are  looked  upon  by  the  average  banker  as 
a  great  favor  to  the  farmer  and  are  only  extended  upon  the  terms  and  in  the  amounts 
Uie  bsmker  sees  fit. 

I  have  taken  the  first  50  mortgages  filed  on  and  after  November  1,  1912,  and  find 
that  in  such  50  mortgages  the  crop  was  given  as  security  in  26,  machinery  in  16, 
cattle  in  12,  and  horses  in  23.  I  have  taken  the  first  50  mortgages  filed  on  and  after 
April  1,  1913,  and  find  that  the  crop  was  given  as  security  in  11,  horses  in  31.  cows 
in  12,  and  machinery  in  14.  It  is  oovious  that  the  proportion  of  crop  security  fell  off 
in  the  April  mortgages  for  the  reason  that  such  security  was  exhausted  and  would  be 
worthless. 

Several  years  ago  I  became  acquainted  with  the  German  and  Danish  cooperative 
credit  systems  through  our  farmers  of  those  nationalities  and  have  been  greatly  inter- 
ested in  the  subject  ever  since  that  time.  In  1912,  I  spoke  to  an  audience  of  over 
3,000  people  at  a  farmers*  picnic,  for  nearly  an  hour  upon  iJiis  subject  and  aroused 
great  interest.  Inquiries  have  been  comine  pretty  steadily  since  that  time,  and  num- 
ber of  substantial  farmers  in  various  townships  have  offered  to  take  the  initiative  in 
the  oi^ganization  of  township  banks. 

You  and  I  both  realize,  of  course,  the  difficulty  of  organizing  farmers'  cooperative 
societies  of  any  kind.  The  first  step  in  the  successful  organization  of  such  societies 
is  financial  independence.  Your  bill  seems  to  furnish  the  material  for  securing  such 
independence,  and  I  believe  it  can  and  will  be  used  for  that  purpose. 

I  have  distributed  the  envelopes  which  you  sent  me  and  can  use  more  of  them  to 
good  purpose. 

Yours,  very  truly, 

Horace  Baglet. 


1  Estimated. 

*  Practically  all  bank  iadebtedness  is  secured  by  chattel  mortgages  and  Is  included  under  III. 
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Senator  Fletcheb.  Judge  Bagley  gives  a  list  of  the  mortga^ 
from  the  records  in  his  county  and  from  other  data^  which  I  thmk 
quite  material  as  illustrative  of  the  point  as  to  the  present  condition 
of  the  farmers. 

I  have  here  lettei-s  from  nearly  every  State,  which  would  make  a 
voluminous  record  if  printed,  snowing  that  the  farmers  to-day  are 
paying  all  the  way  from  6  per  cent  per  annimi  to  2  per  cent  a  month 
mterest  on  the  money  they  need  to  borrow — when  they  can  get  it  at 
all. 

In  the  Eastern  States  and  the  middle  Northwest  farmers  can  get 
loans  on  their  farms  at  times  as  low  as  6  per  cent  per  annum,  but 
they  must  make  the  note  secured  bj  the  mortgage  payable  on  demand 
or  at  some  short  period  within  which  it  woula  be  mipossible  for  them 
to  earn  it. 

Senator  Hollis.  If  you  will  pardon  me,  Senator  Fletcher,  I  would 
like  to  interject  that  in  my  State  we  have  a  law  recently  passed  that 
exempts  from  taxation  mortgages  on  New  Hampshire  land  at  a  rate 
of  5  per  cent  or  less.  That  has  resulted  in  putting  the  rate  of  interest 
on  real  estate  loans  down  to  5  per  cent  in  all  our  savings  banks,  and 
as  a  rasult  it  has  done  great  good.  I  will  say  that  all  mortgages  are 
taxable  and  the  land  also  is  taxable;  that  is  pretty  close  to  double 
taxation,  but  that  is  the  rule  in  my  State. 

Senator  Fletcheb.  Yes.  May  I  inquire  if  those  mortgages  are 
for  any  great  length  of  time,  or  are  they  payable  on  demand  ? 

Senator  Hollis.  They  are  almost  invariably  payable  on  demand; 
but  our  savings  banks  are  mutual  savings  banks  and  the  de'posits 
come  largely  from  the  same  population  that  borrows;  and  I  have 
never  known  a  farmer  to  be  foreclosed  without  being  given  ample 
opportunity.  In  fact,  I  have  not  known  anv  of  the  farmers  to  be 
foreclosed.  I  am  a  trustee  of  a  savings  banK  with  $12,000,000  de- 
posits, a  pretty  large  mutual  savings  bank.  We  contribute  our 
services  free,  all  the  officials  except  the  treasurer  and  the  secretary. 
And  while  the  notes  are  made  payable  on  demand,  I  have  never 
known  any  foreclosure  to  be  made.  So  it  works  out  very  well  in  our 
section  of  the  country. 

Senator  Fletcheb.  Well,  of  course,  it  would  be  very  risky  for 
farmers  generally  to  have  their  mortgages  payable  on  demand ;  and 
whereas  there  may  not  be  foreclosures — of  course  the  banks  are 
interested  in  having  their  funds  out  at  interest — still  it  is  in  their 
power  to  foreclose,  and  for  that  reason  it  does  not  quite  meet  the 
situation,  it  seems  to  me.  Even  though  the  interest  rate  is  low, 
there  are  disadvantages  to  the  farmer  in  that  system. 

Senator  Hollis.  And  I  will  say,  in  addition,  Senator  Fletcher, 
that  our  banks  do  not  like  to  loan  on  local  farm  lands;  thev  seem 
very  much  to  prefer  to  loan  on  western  farm  lands,  where  the  loan 
comes  through  some  agent,  to  acconmiodating  the  local  farmer. 

Senator  Fletcher.  Yes 

Senator  Hollis.  I  have  myself  noticed  that.  And  I  have  myself, 
in  a  number  of  cases,  insisted  that  they  must  loan  to  the  local  farmers 
if  the  security  was  good.     Of  course,  there  is  that  disadvantage. 

Mr.  Platt.  Your  mutual  savings  banks  are  not  allowed  to  loan  on 
western  mortgages,  are  they  ? 

Senator  Hollis.  Yes,  they  are  in  m)''  State 
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Mr.  Platt.  They  are  not  allowed  to  do  so  in  my  State.    Our  mort- 

fages  are  all  made  on  local  farm  lands  and  run  for  two  or  three  years, 
ut  they  allow  them  to  run  on  mdefinitely.  They  are  never  fore- 
closed, at  least  very  rarely. 

Senator  Fletcher.  Again,  the  farmer  must  pay  for  the  abstract, 
drawing  the  papers,  commissions  to  agents,  and  the  like,  averaging 
about  2  per  cent  more. 

A  letter  from  Missouri  gave  an  actual  transaction  which  the  writer 
recently  had,  showing  that  a  farmer  wanted  to  borrow  $1,000  and  that 
his  farm  was  worth  $10,000.  The  loan  was  made  through  an  agent, 
and  the  net  amount  the  farmer  received  was  $908;  and  $92,  nearly 
10  per  cent,  went  for  commissions  and  expenses. 

A  letter  from  Oklahoma  says  that  farmers  pay  2  per  cent  a  month 
as  interest  and  often  can  get  no  money  for  operating  purposes  at  all. 
These  are  not  exceptional  cases. 

We  must  stop  this  discrimination  against  the  foundation  of  all  our 
industries.  We  must  provide  a  means  for  utilizing  their  credit 
resources,  and  making  tneir  assets  Hquid.  As  Mr.  Lubin  would  say, 
give  them  the  dynamic  dollar  insteaa  of  the  static  dollar.  We  must 
provide  a  way  for  reUeving  the  burdens  on  our  farmers  of  excessive 
interest  charges,  expensive  machinery  for  obtaining  accommodation, 
and  of  the  difficulties  often  insurmountable,  of  supplying  their  proper 
and  legitimate  needs. 

Thimi  of  an  industry  enduring  such  burdens  all  these  years,  and 
suflfering  such  discrimination,  and  accepting  such  denials,  in  which 
nearly  one-third  of  our  population  is  engaged,  which  has  assets 
estimated  to  be  worth  40  biUions  of  dollars  and  yielding  annual 
products  worth  nearly  10  biUions  of  dollars  on  the  farm. 

Very  properly  our  farmers  insist  that  they  have  endured  and  have 
been  patient  long  enough.  They  are  entitled  to  be  fairly  considered 
in  the  financial  scheme  of  the  Nation. 

The  commission  appointed  by  the  President  to  study  this  subject 
and  get  all  the  light  on  it  possible,  from  the  experience  and  practices 
of  the  older  countries  of  Europe,  believes  that  it  has  a  plan  which  is 
sound  in  principle  and  workable  m  practice  for  supplying  the  capital 
requirements,  the  investment  needs  of  the  farmer,  involving  long- 
term  low  interest  and  an  amortization  feature.  I  now  refer  to 
Senate  Document  380. 

Senator  Hollis.  Senator  Fletcher,  just  a  moment.  As  long  as 
these  hearings  are  to  be  i^ublished,  and  we  want  them  to  be  as  useful 
as  possible,  will  you  not  explain  right  there,  for  the  benefit  of  readers, 
what  amortization  is  ? 

Senator  Fletcher.  Amortization  means  the  payment  on  account 
of  principal  at  the  interest  periods. 

For  instance,  we  will  sav  that  under  this  bill,  if  the  bonds  provide 
4  per  cent  interest — or  ratne/,  if  the  farmer  is  to  pay  4  per  cent  inter- 
est— there  is  provision  made  for  not  exceeding  1  per  cent  for  adminis- 
tration chaises  by  the  bank.  In  Europe,  I  believe,  that  is  a  good 
deal  less.  In  some  countries,  probably,  it  is  as  low  as  0.35  of  1  per 
cent,  and  probably  generally  will  not  exceed  0.60  of  1  per  cent.  We 
provide  that  it  shall  not  exceed  1  per  cent  here,  covering  all  expenses 
3f  administration. 
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^  Then  there  is  a  provision  here  that  the  mortgage  shall  show  pre- 
cisely what  the  farmer  is  to  pay  in  the  way  of  interest,  in  the  way  of 
expenses,  and  in  the  wa;^  of  amortization.  That  is,  suppose  he  pays 
0.50  per  cent  for  amortization.^  That  applies  on  his  principal.  It 
differs  from  a  sinking  fund  that  is  ordinanly  provided  for  takmg  care 
of  bonds  in  that  the  amortization  payment  is  credited  on  the  mort- 
eage  when  it  is  made,  so  that  there  is  not  any  doubt  but  what  the 
farmer  receives  credit  for  that  payment  on  the  principal  at  the  time 
it  is  made;  that  is  wherein  it  differs  from  the  ordinary  sinking  fund. 
It  is  a  payment  on  the  principal  at  the  interest  period  of  whatever 
amoimt  may  be  agreed  upon.  Perhaps  he  will  pay  1  per  cent  on  the 
principal.  Of  course,  the  whole  thing  will  be  paid  on  in  a  less  time 
the  more  he  pays  for  amortization. 

Now,  we  propose  to  follow  this  with  a  report  and  recommendations 
respecting  tne  personal  or  short-term  creait  for  temporary  or  recur- 
ring needs.  This  will  be  based  upon  the  principle  of  cooperation,  the 
utinzation  of  the  collective  credit  resources  for  the  benent  of  each. 

The  subject  divides  itself  into  two  great  phases: 

First.  To  provide  long  time,  or  land  mortgage  credit,  to  take  care 
of  the  farmer's  capital  requirements,  such  as  completing  the  purchase 
of  the  farm,  improving  and  equipping  the  farm,  and  paying  off 
existing  liens. 

Second.  Short-term  or  personal  credit,  to  take  care  of  the  tem- 
porary requirements  for  preparing  the  land  and  cultivating  the  crops 
and  harvesting  them. 

The  first  is  9ie  primary  step  to  improve  our  agricultural  conditions, 
and  precedes^  naturally,  the  development  of  personal  credit. 

The  establishment  of  a  system  of  farm-land  banks  is  a  means  for 
accompUshing  this  purpose. 

Since  Senate  Document  No.  380  is  accessible  to  all,  what  I  might 
say  on  that  subject  in  a  general  way  would  be  largely  a  repetition  of 
what  is  there  set  forth,  and  I  take  it  that  all  I  should  do  is  to  draw 
your  individual  and  careful  attention  to  what  is  there  said. 

In  the  introduction.  Part  I,  page  9,  the  discussion  of  '*land  mort- 
gage or  long  term  credit,"  Part  II,  page  15;  the  statement  inter- 
Ereting  the  accompanying  bill,  page  27;  the  detailed  review  of  the 
iU,  page  34;  and  the  bill  itself,  pages  53  to  73. 

Now,  there  are  some  views  of  a  minority  of  the  American  com- 
mission which  are  quite  pertinent  and  suggestive  which,  if  the  com- 
mittee pleases,  I  will  submit  for  incorporation  in  jour  record.  They 
are  not  yet  published,  but  are  sent  to  me  as  chairman  of  both  com- 
missions. I  do  not  know  whether  the  committee  cares  to  do  that  or 
not. 

Senator  Hollis.  If  jou  think  that  will  be  useful.  Senator  Fletcher, 
it  will  be  incorporated  in  the  record.  We  are  incUned  to  accept  your 
judgment  on  that. 

Senator  Fletcher.  These  minority  views  are  submitted  by  Mr. 
Gordon  Jones,  Mr.  von  Engclken,  and  some  other  members  of  the 
American  commission.  Dr.  Coulter,  do  you  know  how  many  signed 
that  minority  report  ? 

Dr.  Coulter.  I  think  there  were  8  or  10.  I  have  a  letter  from 
Mr.  Gordon  Jones,  statin^;  that  he  wants  to  make  two  or  three  minor 
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corrections  in  that  report,  and  ttat  he  will  forward  a  corrected  oopy 
of  it  as  soon  as  he  can. 

Senator  Fletcher.  Well,  some  8  or  10  members  of  the  American 
commission  submitted  this  minority  report. 

Senator  Hollis.  Then  such  matter  as  you  may  hand  to  ihe  sten- 
ographer in  this  connection,  Senator  Fletcher,  will  be  printed  as  a 
part  of  these  hearings. 

SeXiator  Fletchi^.  Of  course,  it  is  understood  that  th^e  gentle- 
men who  Signed  these  niinority  views  are  members  of  die  American 
eommisi^on,  not  of  the  United  States  commission.  The  United 
States  commission  are  united  in  their  report,  as  shown  in  Senate 
Document  380.  But  I  thought  it  might  oe  well  to  insert  in  these 
hearings  the  views  of  these  8  or  10  gentlemen  on  the  Ameircan  com- 
mission, as  throwing  light  on  the  subject. 

Mr.  Gordon  Jonto  is  a  banker  of  Denver,  Colo.,  and  Mr.  von 
Engelkan,  of  Florida,  is  a  native  of  Germany,  a  highly  educated  and 
capable  man  and  quite  familiar  with  concutions  ooth  in  Germany 
and  in  this  country;  he  is  a  farmer.  And  I  feel  like  getting  all  the 
light  we  pb&Sibly  can  from  every  source,  whether  it  is  favorable  to 
my  bill  or  to  the  conMnission  bill  or  any  other  bill  is  immaterial  to 
me;  what  I  want  is  light  on  the  subject  wherever  I  can  find  it;  and 
I  think  it  would  be  w^,  if  the  committee  agrees,  to  put  this  in  as  the 
views  of  those  eentlemen  on  this  subject.  They  went  to  Europe, 
and  they  studiea  the  subject  along  with  the  other  members  of  uie 
American  commission. 

Mr.  BxiLKLEY.  Has  there  been  submitted  any  majority  report  of 
the  American  commission? 

Senator  Fletcher.  The  American  commission  has  not  submitted 
any  bill  at  all;  they  decided  not  to  submit  a  bill;  but  their  report  is 
found  in  Senate  Document  214. 

Mr.  Hayes.  That  is  a  very  voluminous  document. 

Senator  Fleoheb.  Yes;  and  that  will  be  followed  up  by  some 
further  observations  and  additional  data;  but  they  have  not  recom- 
mended any  bill;  they  decided  not  to  reconmiend  any  bill. 

Mr.  Weaveb.  When  will  we  get  that  supplemental  report ! 

Dr.  Coulter.  That  has  alreadv  been  provided  for;  261  is  now  in 
final  page  OTOof ,  and  can  probably  be  prmted  to-day. 

Senator  Fletcher.  That  will  complete,  then,  the  American  com- 
mission's report — Document  214. 

In  addition  to  that,  I  have  a  letter  here  from  Col.  Ousley,  of  Fort 
Worth,  Tex.,  who  was  a  member  of  the  conMnission. 

Mr.  Weaver.  Is  that  Clarence  Ousley? 

Senator  Fletcher.  Yes. 

Mr.  Weaver.  He  is  a  newspaper  man. 

Senator  Fletcedbr.  Yes.  He  was  dealing  in  this  letter  with  my 
bill  (S.  2909)  which  I  had  asked  him  to  criticize;  and  he  has  made 
Aome  valuable  suggestions  on  the  subject;  and  it  is  not  a  very  long 
letter,  and  if  the  committee  would  permit  it  to  be  printed,  it  might 
add  something  of  considerable  value. 

Senator  Hollis.  The  letter  will  be  printed  in  the  record  at  this 
point. 
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(The  letter  referred  to  is  as  follows:) 

Fort  Worth,  Tbx.,  August  £7, 191S. 
Senator  Duncan  XJ.  Fletcher, 

WaMngUm,  D.  C. 

My  Dear  Senator:  I  have  just  had  time  since  my  return  to  carefully  coDflidv 
your  bill  providing  for  a  national  rural-bank  system. 

I  heartiy  approve  the  general  idea,  and  in  responding  to  your  invitation  for  ''ciitt 
cism  and  suggestion,'*  I  make  bold  to  submit  the  following  thoughts: 

Page  14,  under  the  title  ''Real-estate  loans,''  you  ]^rovide  that  the  rural  bank  mtcf 
lend  an  amoimt  equal  to  its  capital,  surplus,  undivided  profits,  and  50  per  cent  d 
its  time  deposits  on  land  mortgages.  On  pa^e  27,  you  provide  that  the  rund  bank 
shall  invest  an  amoimt  equal  to  10  per  cent  of  its  combined  capital  and  paid-in  sundv 
in  the  national  rural  bank  and  20  per  cent  in  the  State  nationEd  bank.  Are  not  then 
sections  at  cross  purpose?  Besides,  I  doubt  the  wisdom  of  allowing  the  rural  bank  to 
lend  so  much  upon  farm  mortgages.  In  many  sections  of  our  countrjr,  where  bmd 
values  are  uncertain  and  there  is  a  tendency  to  speculation  and  exploitation,  I  fetr 
that  some  banks  would  be  organized  for  the  particular  purpose  of  developing  ml 
estate  and  that  there  would  be  serious  damage  as  a  result  of  collapsed  booms. 

On  page  16  and  elsewhere  you  provide  that  loans  on  real  estate  shall  be  60  per  cent 
of  the  value  at  which  such  real  estate  is  assessed  for  taxation.  In  many  sections  ol 
Texas,  and  I  doubt  not  of  other  States,  lands  are  assessed  at  scarecly  more  than  haU 
their  market  value,  and  in  some  instances,  indeed,  at  considerably  less  than  ball  their 
market  value.  In  such  cases  the  limit  of  loan  would  be  too  low  for  practical  puipoeea. 
My  opinion  is  that  it  is  sufficient  to  limit  the  loan  to  60  per  cent  of  appraised  value, 
but  to  require  appraisement  to  be  made  under  verv  rigid  rule  and  to  oe  verified  and 
approved  by  some  Government  official  or  officials  not  connected  with  the  bank 
Appraisements  are  made  in  this  manner  by  the  Prussian  Landshaften.  That  is  to 
say,  the  appraisement  by  a  committee  of  tine  Landshaft  is  subject  to  revision  by  a 
government  official  acting  independently  and  having  no  relation  whatever  to  tha 
Landshaft. 

On  pa^  21  you  provide  that  loans  on  farms  shall  be  made  ''in  so  far  as  practicable'^ 
only  for  improvement,  eauipment,  or  increasing  the  value  of  the  property.  In  my 
judgment  you  should  make  this  condition  absolute  by  striking  out  the  words  "in  bo 
far  as  may  be  practicable. ' '  I  think  there  should  be  no  opportunity  whatever  for  rural 
banks  to  be  persuade<l  to  make  loans  on  anything  but  improvements  or  part  of  the 
purchase  price.  Our  people  are  not  yet  conservative  enough  to  exercise  such  discre- 
tion as  your  bill  allows,  but  they  are  likely  to  be  tempted  into  making  loans  for  other 
than  the  real  purpose  of  the  bill. 

On  page  30  you  provide  that  the  ownership  of  stock  of  the  State  bank  shall  be 
exclusively  in  the  local  banks.  I  submit  for  your  consideration  whether  it  would  not 
be  wise  to  permit  a  minority  of  the  stock  to  be  owned  by  private  individuals  and  to 
safeguard  the  institution  from  selfish  uses  by  requiring  that  the  majority  of  the  stock 
shall  be  owned  by  the  local  banks.  I  apprehend  that  in  the  establishment  of  this 
system  it  will  be  necessary  to  secure  much  money  from  private  sources.  I  think  there 
are  many  men  in  the  country  who  would  be  willing  to  contribute  with  the  hope  of  a 
reasonable  profit,  and  many  cities  would  contribute  stock  in  order  to  secure  the  loca- 
tion of  the  State  bank.  The  same  suggestion  may  be  applied  also  to  the  national  bank 
or  the  central  bank. 

I  doubt  whether  it  would  be  necessary  for  the  entire  board  of  governors  to  receive 
such  liberal  salaries  as  are  provided  on  page  44.  I  rather  think  that  it  would  be  suffi- 
cient to  compensate  the  president  and  the  vice  presidents  and  to  make  a  modest 
allowance  for  other  members  of  the  board  of  governors. 

If  the  Congress  can  be  persuaded  to  appropriate  any  money  whatever  for  invest- 
ment in  the  national  bank,  I  suggest  that  tne  amoimt  should  be  at  least  a  million  dollars 
instead  of  the  $500,000  as  you  provide.  It  will  be  a  mistake  to  undertake  to  eetablish 
such  a  system  with  a  small  amount  of  money.  I  suggest  also  that  ample  provimon 
should  be  made  in  the  bill  for  organizers  of  local  and  State  banks.  It  will  take  a  tre- 
mendous effort  by  many  skilled  and  efficient  men  to  organize  these  institutions,  and 
it  is  my  opinion  that  such  organizers  should  be  engaged  for  a  period  of  two  to  five  years. 

I  congratulate  you  upon  making  the  effort,  and,  while  I  presume  you  hardly  hope  to 
succeetfat  the  present  session  of  Congress,  we  must  make  a  beginning,  and  the  sooner 
we  make  it  the  better. 
Yours,  truly, 

Clarencb  Ouslbt. 
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Senator  Fletcher.  Of  course,  I  have  not  specific  authority  for 
offering  either  of  these;  but  I  do  so,  as  I  think  it  will  be  well,  as  I  said, 
to  have  all  the  light  on  the  subject  we  can. 

Now,  if  the  committee  should  be  interested  further  in  my  views, 
expressed  more  in  detail  and  supplying  certain  material  relating  to  the 
subject,  I  may  be  permitted  to  refer  to  a  speech  which  I  made  in  the 
Senate  August  14,  1912;  another  one  maao  in  the  Senate  August  9, 
1913;  and  another  one  to  the  conference  of  governors  (S.  Doc.  177), 
and  also  one  which  will  be  foimd  in  the  Congressional  Record  of 
January  29,  1914. 

Senator  Hollis.  Permit  me  to  interrupt  you  there,  Senator 
Fletcher.  I  think  it  would  be  useful  to  have  at  least  one  of  these 
addresses  of  yours — the  one  that  you  think  covers  the  subject  best  for 
this  purpose — made  a  part  of  the  record.  I  should  like  to  have  it  in 
the  record.  Will  you  give  to  the  stenographer  such  material  of  that 
sort  as  you  think  ought  to  go  into  the  record. 

Senator  Fletcher.  I  will,  Mr.  Chairman,  if  it  is  desirable.  But  the 
record  of  these  hearings  will  show  the  references  to  those  speeches,  so 
that  any  of  the  members  can  read  them  if  desired.  I  thought  that 
would  save  printing  in  the  record:  but  the  committee  may  do  as  it 
likes  about  that,  rerhaps  it  would  serve  to  furnish  extracts  from 
those  speeches  mentioned. 

(The  papers  referred  to  are  as  follows:) 

[Eztracts  from  speech  of  Hon.  Duncan  U.  Fletcher,  of  Florida,  in  the  Senate  of  the  United  States,  Aug. 

9, 1913.] 

National  Rural  Banking  System:  Its  Establishment,  Operation,  Manage- 

MENT,  AND  CONTROL. 


AS   AFFECTING  AGRICULTURE. 

While  the  pending  legislation  is  most  desirable,  it  does  not,  can  not,  and  no  amend- 
ment to  it  could  be  made  to,  supply  the  great  and  pressing  call  for  nnancial  consid- 
eration by  agriculture. 

In  the  past  Great  Britain  bent  her  eneigies  developing  her  industries  and  her 
commerce. 

Germanv  realized  she  must  provide  food  for  the  people,  including  her  army,  and 
she  looked  after  agriciilture  as  well.  In  consequence,  Germany  has  the  most  com- 
plete financial  svstem  aimed  to  benefit  agriculture  and  imder  which  her  fturmers 
prober,  and  witnout  which  they  woiild  luive  perished.  Raiffeisen  heard  the  call 
m  1849.  The  Landschaften  and  other  plans  were  evolved.  They  are  quite  distinct 
from  ordinary  commercial  banking  institutions. 

In  recent  years  England  has  endeavored  to  remedy  her  oversight.  Her  states- 
men and  economists  saw  the  trouble,  and  legislation  has  been  enacted  in  the  inter- 
est of  agriculture. 

But  the  most  marked  example  of  the  successful  application  of  the  German  idea 
to  local  conditions  is  foimd  in  Ireland.  In  the  days  of  absent  landlordism  and 
tenancy  that  coimtry  was  noted  for  the  poverty,  distress,  intemperance,  and  dis- 
content  of  its  people  and  the  providence  of  crime.  Since  me  efforts  of  her  patriots, 
resulting  in  the  act  of  Parliament  constituting  the  development  commissioners  in 
1900.  whereby  the  Government,  by  its  credit  of  11,000.000,000,  has  made  it  possible 
for  those  who  work  the  land  to  own  it,  there  is  boimaing  hope,  general  pn^erity, 
contentment,  and  progress  on  every  hand,  and  the  jails  are  turned  into  schoolhouses, 
and  the  Irisn  lad  no  longer  hurries  from  the  farm.  Under  the  leadership  of  bu^u 
economists  as  Sir  Horace  JPlunkett  there  has  come  about  a  real  rural  reconstruction. 
It  is  because  by  some  wise  consideration  shown  those  who  till  the  soil,  enabling 
them  to  have  a  fair  and  square  chance — and  they  have  never  saked  special  favor 
or  special  privileges— life  on  the  farm  is  being  made,  as  it  must  be  in  every  country, 
if  that  country  is  to  prosper,  conspicuously  comfortable,  intellectually  interesting, 
and  socially  satisfying. 
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We  miut  not  get  into  Inhaid's  iaaas  cocLiiinaxi. 

Stotuiticfl  Aow  there  Ima  txen  sa  miggna  of  «caati  oa  cbe  fuxna  of  tiiia  ooimtiy 
of  some  12  p«r  cent  since  ISdO,  &  de«:r*»R  of  ocirnpTisg  Qwnefs  in  th«t  period  of  14 
per  cent.  The  ezodos  from  the  £uizl  id  mcrsiiKrar— «ar  erpcrts  of  food  pioducti 
npidly  decreaaee.  Soon,  at  die  pnamt  ase.  v«  dfikO  not  w  ptodnciiig  soflidait 
to  supply  the  home  demuid.  For  rajKBoce.  while  onr  popaJfttion  baa  increaied 
9,000,000  since  1907,  the  nnmber  of  cattle  baa  dcereasid  1«,000.000.  Ycateriay 
900,000  pounds  of  beef  from  the  ArzentiiLe  Repcbli^:  was  deiiTcred  in  Waduneton. 
Hie  shipment  came  from  Bnenos  Aires  ria  LirerpooL  and  the  time  requirea  mi 
86  days. 

It  may  be  claimed  that  section  27  of  Senate  bili  3539  will  seire  the  fanner.  To 
a  degree  it  will  be  of  benefit,  bat  it  does  n^^t  appp^ach  ample  proviaon.  It  remova 
the  Ban  on  real  estate  as  security  heretofore  exutinz,  bat  the  iumer  can  not  retun 
his  capital  in  nine  months.  This  would  give  bat  v^nporary  diort-time  accommodt- 
tion.  Wlmt  the  farmer  wants  is  lon:?-time  loans  at  a  low  rate  of  interest,  with  amor- 
ti2sation  feature.  In  this  way  he  can  acquire  a  home,  improre  his  prop^ty,  develop 
his  industry,  and  out  of  the  annual  proceeds  pay  off  the  debt  by  installment  r^uctiooi. 


COMMERCIAL  BAKDSG  STSTTZM  XOT  SUTFICBXT. 

You  can  not  provide  for  that  in  any  oommezcial  batiking  scheme.  Yon  muat  have 
a  separate  plan.  In  nine  months  he  mi^t  be  able  u>  meet  oUigations  iBcuned  for 
temporary  needs — ^for  supplies  to  enable  him  to  pffoduce  the  last  crop— but  that  ii 
but  a  small  addition  to  tne  avenues  now  open  to  him  for  that  purpose.  Besides,  thi 
Senator  from  Oklahoma  [Mr.  Owenlestimaies  this  section  would  miJce  available  fir 
loons  on  real  estate  some  1250,000,000.  This  is  an  insignificant  sum  oompaied  to  tin 
demands  of  that  great  industry.  How  Rieat  it  is  may  be  undeistood  when  we  reflect 
that  over  10,000,000  of  our  people  are  directly  engaged  in  it  and  over  30.000,000  an 
on  the  farms  and  supported  by  them.  FurtHermore,  that  the  value  of  tne  iHodudi 
on  the  farm  last  year  were  $9,400,000,000,  and  it  is  estimated  that  one-third  of  tlm 
were  consumed  on  the  farms,  leaving  the  remainder  to  be  marketed  and  for  whid 
the  consumers  paid  over  113,000,000,000.  Further,  our  farmers  owe  some  95y000,* 
000,000,  nearly  three  billion  of  which  is  secured  by  mort^iges  on  the  land,  wui 
would  two  hundred  and  fifty  million  amount  to  when  it  is  a  question  of  propel 
taking  care  of  that  three  billion,  say  nothing  as  to  the  other  two  billion  secuiedby  cnp 
liens  and  due  local  merchants? 

I  realize  that  in  some  portions  of  the  country  the  farmers  are  lending  money  to  ths 
banks,  enjo^ring  au  tomobiles  and  other  luxuries.  There  are  many  other  portiozis  when 
the  farmer  is  havixig  a  hard  and  miserable  existence.  Excessive  rates  of  inteiert, 
inability  to  get  capital,  lack  of  credit^  or  other  difficulties  in  no  few  districts  |»rvM 
his  getting  a  direct  return  from  his  toil,  strive  how  he  will. 

STATUS  OF  AGRICULTURAL  AND  RURAL  LIFB. 

We  must  take  the  average,  as  we  must  deal  with  the  average  man  in  all  our  cake- 
lations.  We  find  that  the  average  farmer  earns,  gross,  |700  per  annum — ^leas  than  |! 
per  day.  With  this  he  must  support  his  family,  educate  his  children,  meet  mediot 
bills;  tiien  he  can  buy  barrels  with  which  to  store  away  the  remainder. 

There  seems  to  be  two  theories  advocated  by  earnest,  conscientious,  able  thinkon, 
respectively: 

Mr.  David  Lubin  contends  the  farmer  is  ''behind  the  times  in  the  United  Strtn 
^  *  *  because  he  has  no  ca£^,  no  open  account.  Give  him  that,  and  he  will  hatv 
the  rent.  It  therefore  follows  that  the  American  commission  should  first  of  all  fiski 
out  whv  the  European  farmer  has  cash,  has  open  accounts,  and  why  the  Amerkui 
farmer  has  not.  Having  found  out  the  whv,  it  will  be  easy  enough  for  the  Americn 
farmer  to  build  up  the  structure  he  should  have  so  as  to  adapt  himself  to  the 
of  tlie  twentieth  century  and  in  conformity  with  the  progressive  modes  in  — 
hi  the  United  States  in  all  other  fields  of  activity." 

Sir  Horace  Plunkett,  the  Irish  patriot,  economist,  and  publicist,  says: 

**  I  lioM  strongl;,  that  until  (armors  have  fallen  into  lino  with  the  economic  sylte* 
of  your  and  our  onuutricB  by  organizing  their  business  they  can  not  themsdfn 
know  thp  chamctor  of  tho  8(>ouri*ty  they  have  to  offer,  and  therefore  will  not  have  ereW 
to  got  nash  adequate  for  their  requirements." 

He  imristP  u^wn  dealing  with  **the  problems  of  rural  life  in  its  entirety"  rathfiviliS 
restricting  our  efforts  *'to  the  financial  aspect  of  the  problem." 
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Ab  I  understand,  he  contends  that  we  must  fiist  g^t  the  fanner  ready  to  utilize 
credit.  He  must  organize  cooperative  societies,  combine  with  his  nei|[hbors,  prepare 
himself  and  his  undertaking  in  order  to  make  effective  and  econonucal  use  of  the 
credit  which  will  come  to  mm,  and  then  a  system  may  be  devised  whereby  he  can 
economicsally  finance  all  his  operations. 

Both  aim  for  the  same  goal;  both  wish  to  accomplish  the  same  ends;  the  difference 
appears  to  be  in  methods  or  means.  It  seems  to  me  both  may  be  right;  that  the  result- 
ant, rather,  the  middle  course,  would  be  nearer  the  true  and  the  wise  course.  In 
other  words,  let  us  proceed  with  both  developments  at  the  same  time — cooperation 
to  better  rural  conditions  and  financial  arrangements  pari  passu. 

•  **«**« 

The  farmer  must  always  be  the  foundation,  but  that  doe?  not  mean  he  must  be  kept 
beneath  the  surface. 

The  rewards  of  his  labor  are  too  meager.  Experts  say,  upon  an  average,  the  farmer 
gets  only  35  cents  of  the  consiuner's  dollar.  The  cotton  grower  gets  the  largest  pro- 
portion of  what  the  consumer  (meaning  the  manufacturer)  pays,  70  per  cent.  The 
vegetable  and  fruit  grower  get  the  smallest  per  cent,  20  per  cent .  This  is  because  cotton 
passes  through  fewer  hands.  He  pays  high  prices  for  the  things  he  buys.  He  pays 
tribute  to  the  manufacturer,  the  middleman,  and  the  financier.  The  poorest  preacn- 
ers  the  church  sends  to  the  country  meeting  houses.  The  most  inexperienced  and 
inefficient  teachers  the  State  sends  to  the  country  schools.  About  the  cities  and 
towns  the  paved  roads  are  found.  There  is  need  of  centers  for  business  and  social 
^therings  in  order  to  make  rural  life  more  richly  enjoyable  and  humanely  interest- 
ing. Farming  must  be  made  more  remunerative.  The  returns  do  not  warrant  good 
wagesj  hence  the  lowest  wage  is  given  to  farm  labor,  and  hence,  too,  its  decreasing 
quantity  and  quality.  The  farmer  receives  less  for  die  hours  he  spends  in  toil  than 
any  other  worker.  His  work  is  unceasing — ^is  never  done.  Yet  Adam  Smith  stated 
the  fact  that  "all  wealth  comes  from  labor  applied  to  land.'' 

The  primitive  values  are  food  and  shelter.  There  is  much  talk  about  imiversal 
peace— -build  up  a  contented  and  prosperous  husbandry  and  you  make  the  greatest 
stride  in  that  direction.  The  farmer  is  for  peace;  he  is  never  a  despoiler.  He  brings 
on  no  wars,  although,  like  the  hunting-shirt  men  under  Jackson,  he  does  the  best 
fighting  when  it  needs  to  be  done. 

We  todk  about  world  disarmament.  Let  a  nation  produce  a  surplus  of  prime  neces- 
sities of  life  which  other  nations  must  come  to  it  to  obtain  or  go  hungry  and  unclothed, 
and  you  have  a  nation  in  position  of  supreme  power. 

I  would  encourage,  not  undermine,  the  policy  of  self-help  and  individual  initiative. 

But  something  must  be  done  to  give  this  oldest  and  really  only  absolutely  necessary 
industry  its  ])roper  place  in  the  Nation's  economy. 

We  uiow  that  about  1880  the  cooperative  movement  for  the  benefit  of  agriculture 
became  very  active  in  Germany,  Italy,  Denmark,  France,  and  other  continental 
countries. 

Sir  Horace  Plunkett  and  a  Jesuit  priest,  Father  Finlay,  just  from  his  studies  in 
German  universities,  or^nized  the  pioneer  society  of  agricultural  cooperation  in 
English-speaking  countries,  the  Irish  Agricultural  Organization  Society,  which  has 
brought  into  existence  all  the  present  societies,  com\)ining  100,000  Irish  farmers, 
giving  an  output  valued  at  £2,500,000  annually.  They  apply  the  cooperative  prin- 
ciple to  agricultural  production,  distribution,  and  finance. 

In  sporadic  instances  that  course  is  pursued  in  the  United  States.  I  have  been 
informed  that  a  cooperative  society  about  Summerville,  S.  C,  saved  last  year  to  its 
members  $7  per  ton  on  the  fertilizers  the  members  used. 

EXPERIENCE  IN  OLDER  COUNTRIES. 

The  three  causes  which  revolutionized  Irish  farming  are  given  as:  Land  purchase, 
whereby  the  farmer  became  the  ownef  of  the  land;  technical  education,  whereby  he 
was  taii^ht  to  do  better  farming;  and  agricultural  cooperation,  whereby  busmeas 
methods  were  applied  to  the  industry  and  the  produce  was  disposed  of  to  the  best 
advantage.  The  Irish  Agricultural  Organization  Society  has  successfully  demon- 
HiateduiAt  the  cooperative  system  is  capable  of  enabling  the  farmer  to  produce  and 
distiibiite  efficiently  and  economically,  and  at  the  same  time  to 'finance  both  theso 
(Operations.    Credit  societies  have  been  formed  as  auxiliary  to  the  cooperative  society. 

There  are  some  200  rural  banks  in  Ireland.  One  of  the  first  forms  of  cooperation  on 
the  Continent,  and  the  most  useful,  was  cooperative  credit.  No  loss  has  come  to 
any  one*in  their  operation  in  all  the  years  since  Raiffeisen  started  the  plan  in  1849. 
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In  1884  the  idea  took  fast  hold  in  France  and  the  amcultural  syndicates  were  estab- 
lished and  soon  came  to  be  considered  veritable  public  utilities. 

To-day  there  are  4,000  syndicates,  having  a  million  members,  representing  5,000,000 
of  the  rural  population  of  France. 

There  are  1,350  credit  societies  after  the  Raiffeisen  principle,  having  some  60,000 
members.  There  are  1,500  societies  of  agricultural  credit  under  the  law  of  1894, 
which  inaugurated  a  special  type  of  bank  composed  of  members  of  agricultural 
syndicates. 

These  societies  have  resulted  in  doubling  the  produce  of  the  land,  enabled  the 
farmers  to  meet  the  competition  of  other  countries,  attached  the  people  to  the  soil, 
advanced  the  rural  i>opulation  in  prosperity  and  in  economic,  moral,  ana  social  improv- 
ment.  An  illustration  of  the  way  cooperation  works  is  this  statement:  The  syncucate 
chartered  steamers  to  carry  strawberries  to  London,  and  growers  doubled  their  profits 
over  what  they  were  when  they  consigned  to  Paris  and  left  Paris  to  sell  to  London. 
Foreign  trade  was  established  in  the  same  way  in  fruits  and  early  vegetables,  to  the 
immense  advantage  of  the  growers. 

In  Germany  there  are  17,000  credit  societies,  with  1,500,000  members.  These  and 
the  Landschtuften  and  other  institutions  providing  for  amortization  and  low  rates  of 
interest  on  long-time  loans  have  redeemed  agriculture  in  Germany.  The  German 
farmer  and  the  French  obtain  all  the  money  they  need  under  the  cooperative  credit 
system  at  3  to  4  per  cent. 

The  farmer  must  have  capital.  He  must  provide  for  annually  recurring  require- 
ments. He  must  have  the  means  of  using  his  asset  Cland)  to  get  money  as  capital. 
Relief  can  not  come  through  a  system  of  commercial  banking.  There  is  need  for  a 
special  kind  of  bank,  authorized  to  use  its  credit  to  guarantee  long-term  loans,  so  as 
to  meet  the  farmers'  capital  requirements. 

These  can  not  be  met  by  direct  loans  from  any  bank.  The  railroads  are  financed 
by  the  sale  of  long-term  bonds,  based  on  capitalized  prospects,  rights,  and  property. 
The  farmer  needs  an  institution  to  ^arantee  his  bonds  and  make  them  salable;  one 
that  would  furnish  not  only  the  capital  requirements  of  the  farmer,  but  his  annually 
recurring  needs,  naturally  bringing  about  business  methods,  necessitating  organiza- 
tion and  cooperation,  thus  covering  the  entire  field  of  agricultural  reconstruction 
and  making  conditions  for  ideal  rural  life. 

I  can  not  too  strongly  urge  that  a  special  kind  of  bank,  a  system  separate  and  dis- 
tinct from  commercial  banking,  must  be  established  in  order  to  supply  the  needs  of 
agriculture  and  rural  life. 

The  deposit  of  postal  savings  funds  and  perhaps  the  governmental  funds  with  the 
rural  banks  thus  established  would  be  wise  and  helpful,  enabling  the  banks  controlled 
by  individual  farmers,  familiar  with  the  needs  of  their  communities,  to  make  the 
loans  as  needed. 

The  objection  that  such  facilities  would  encoura^  debt  and  extravas^ance  is 
unsound.  On  the  contrary,  the  effect  would  be  to  lend  hope  to  the  farmer,  brighten 
the  lives  of  the  country  men,  instill  habits  of  thrift  and  economy,  give  open  accounts 
and  savings  accounts,  and  promote  business  methods  so  much  desii^,  and  strengthen 
the  independence  and  self-reliance  of  the  rural  population. 

The  experience  of  older  countries  is  contrary  to  the  apprehension  indicated.  By 
the  establishment  of  financial  institutions  primarily  for  me  benefit  of  those  engaged 
in  agriculture  and  by  methods  of  cooperation  in  various  directions  that  industiy  nas 
perhaps  attained  its  highest  development  in  Germany.  With  an  area  of  208,780 
square  miles — not  as  lar^e  as  Texas  by  an  area  greater  than  Alabama  (53,618  square 
miles)— that  Empire  produces  95  per  cent  of  the  food  required  for  its  67,000,000  people. 

The  contention  may  be  that  an  act  creating  a  rural  banking  system  would  be  class 
legislation.  This  is  not  well  founded.  Agriculture,  commerce,  and  industries  are 
the  three  great  pillars  of  support  and  strength.  The  banking  system  heretofore  in 
force  contemplated  meeting  tne  requirements  chiefly  of  the  last  two — commerce  and 
industries.  Agriculture  has  been  left  out  of  the  reckoning.  No  commercial  hanking 
provisions  can  supply  the  needs  of  the  farmer  and  must  Largely  be  (X)nfined  to  rom- 
merce  and  industries.  The  man  engaged  in  trade  and  the  manufacturer  must  have 
facilities  which  are  entirely  different  "from  tho.se  needed  for  the  farmer.  The  time 
has  come  when  the  chief  stone  of  the  temple  must  be  considered.  We  can  no  longer 
neglect  suitable  financial  provision  for  the  farmer.  Statistics  fumiph  argument 
enough  when  they  show  the  population  of  the  United  States  in(Te:i8ed  frf>m  1900  to 
1910,  21  per  cent,  while  the  number  of  workers  increased  on  tJie  farm  during  that 
period  only  10.9  per  cent  and  the  workers  in  the  factories  increaee<l  (1000-1909)  40.3 
per  cent  and  in  the  mines  (1902-1909^  83.1  per  cent. 

The  criticism  may  be  made  that  the  proposed  l^slation  smacks  of  paternalism. 
Not  at  all.    The  Government  is  asked  for  no  subsidy.    The  postal  savings  must  be 


Digitized  by 


Google 


BUBAL  CBEDITS. 


19 


deposited  somewhere:  why  not  in  the  rural  banks?  It  simply  means  pii^vAUj 
by  law  a  means  of  self-help.  Individual  initiative  by  the  farmers  must  be  exercif 
in  order  to  make  the  system  a  success.  The  Grovemment  does  no  more  in  this  matter 
than  it  does  in  respect  to  commercial  banks.  It  gives  opportunity,  furnishes  the 
machinery,  supplies  the  working  tools  or  a  chance  to  get  and  use  them.  Laws  appli- 
cable to  me  sea  are  peculiar  and  different  from  the  laws  in  force  on  land,  becaune 
the  conditions  are  different. 

The  conditions  of  rural  life  are  not  at  all  the  same  as  conditions  of  life  in  the  cities. 
Laws  ^veming  commerce  are  not  the  same  as  those  with  respect  to  mining.  The 
proposition  simply  is  to  establish  a  system  of  agricultural  finance  suitable  to  the 
needs  of  those  priests  of  nature  who  live  nearest  the  fountain  of  life  in  the  divine 
economy  and  on  whose  prosperity  the  welfare  of  all  depends. 

It  would  mean  that  agriculture  is  not  to  be  longer  subordinated  to  conunerce  and 
industry. 

The  Government  should  play  no  favorites.  The  moral  and  material  upkeep  of 
the  rural  population  is  quite  as  important  as  the  development  of  urban  industries  or 
commercial  expansion.  The  strength  and  health  of  society  depend  on  the  intelligent 
labors  and  well-being  of  the  countrymen. 

We  must  look  after  something  more  than  merely  giving  instruction  how  to  culti- 
vate, produce,  and  market.  We  must  do  those  things  which  will  create  a  social  order 
and  adjust  it  to  human  needs. 

We  can  provide  the  machinery  whereby  the  farmer  can  protect  himself,  and  by  its 
intelligent  use  reconstruct  his  great  industry  and  redeem  rural  life  from  stagnation 
and  decay. 

That  the  time  has  come  for  the  taking  of  steps  of  this  kind  is  clearly  indicated,  I 
think,  by  what  has  been  already  said,  to  which  I  might  add  references  to  a  few  more 
statistics. 

Mr.  President,  I  offer  certain  tables,  which  I  ask  to  have  printed  as  a  part  of  my 
remarks. 
.    The  Vice  President.  Without  objection,  leave  will  be  granted. 

The  tables  referred  to  are  as  follows: 

Table  1. — Number  and  percentage  of  farms  of  specified  tenure  in  the  United  States ,  1880 

to  1910, 

[From  decennial  census  of  agriculture.] 


Year. 


1880  > 
1800  s. 
1900.. 
1910.. 


Number  of  fiurms 
operated  by— 


Owners.1      Tenants. 


2,984,306  I    1,024,601 
3,260,728  I     1,294,913 


3,712,408 
4,006,826  I 


2,024,964 
2,364,676 


Percentage  of  farms 
operated  by- 


Owners.!      Tenants. 


74.5 

25.5 

71.6 

28.4 

64.7 

85.8 

63.0 

37.0 

>  Includes  forms  operated  by  owners,  part  owners,  owners  and  tenants,  and  managers. 

>  Not  Including  forms  with  an  area  ofless  than  3  acres  which  reported  the  sale  of  less  than  15  worth  of 
products  in  the  census  year. 

(This  table  can  be  expanded  to  a  showing  by  geographic  divisions  and  States.) 

Table  2. —  Urban  and  rural  population  in  the  United  States,  1880  to  1910. 
[Urban  population  resides  in  incorporated  places  of  2,500  inhabitants  and  over.] 


Year. 

Number. 

Urban,      i       Kural. 

1 

Percentage. 

Urban. 

Rural. 

1880 

14,772,438  1      35,383,345 
22,720,223         40,227,491 
30,797,185         45,197,390 
42,623,383        49,398,883 

29.5 
36.1 
40.5 
46.3 

70.8 

1890 

63.9 

igoo 

59.6 

1910 

53.7 

Note.— Quotation  from  abstract  of  the  Thirteenth  Census. 

(This  table  can  be  expanded  to  a  showing  by  geographic  divisions  and  States.) 
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Tablb  3. — Number  and  percentage  of  farms  in  the  United  States  m/origaged  and  free  frtm 

mortgage,  1890  to  1910, 

[From  decennial  census.) 


Number. 


Year. 


Percentage  of  owud 
fiarixis. 


1890. 
1000. 
1910. 


Mortgaged. 


886,957 
1,127,749 
1,327,439 


Free  from 
mortgage. 


2,255,789 
2,510,654 
2,621,283 


Mortgaged. 


28.3 
31.1 
33.6 


FreefrcB 
mortpift 


7LI 

til 


Note.— The  figures  are  for  fttrm  families  in  1800  and  for  tarma  in  1900  and  1910. 
(This  table  can  be  expanded  to  a  showing  of  geographic  divisions  and  States.) 

Table  4. — Percentage  of  farm-mortgage  debt  of  the  value  of  the  mortgaged  farms,  1S96 

and  1910. 


[From  decennial  census.] 


1890. 
1910. 


35.S 
27.J 


Mr.  Fletcher.  Table  1  has  been  prepared  from  the  census  reports  as  far  back  ti 
1880,  and  the  results  of  tJiese  censuses  with  regard  to  farm  tenure  show  that  the  fractka 
of  farms  operated  by  tenants  has  steadily  increased  from  25.5  per  cent  in  1880  to  S7 
per  cent  in  1910. 

It  appears  also  from  this  table  that  the  fraction  of  farms  operated  by  owners  decreased 
from  74.5  per  cent  in  1880  to  63  per  cent  in  1910. 

The  actual  and  relative  urban  and  rural  populations  from  1880  to  1910 are  expreatod 
in  Table  2.  and  in  this  table  it  appears  that  the  rural  population  has  declined  from  70i 
per  cent  ol  the  total  population  in  1880  to  53.7  per  cent  in  1910.  Conversely  the  urbii 
I>opulation  has  increased  from  29.5  per  cent  in  1880  to  46.3  per  cent  of  the  total  popuh- 
tion  in  1910.  These  figures  do  not  mean  that  the  changes  in  the  relative  proportioiif 
of  these  two  classes  of  population  have  been  caused  entirely  by  the  movement  frtm 
country  to  citv.  Immigrants  have  tended  more  and  more  to  remain  in  the  citiei, 
especially  in  New  England  and  in  the  Middle  States. 

The  censuses  of  1890,  1900,  and  1910  took  account  of  the  number  of  farms  operated 
by  owners  that  were  mortgaged  or  were  free  from  mortgage,  and  the  results  are  expressed 
in  Table  3.  The  fraction  of  farms  operated  by  owners  that  were  mortgaged  increued 
from  28.2  per  cent  in  1890  to  33.6  per  cent  in  1910. 

The  bulk  of  the  farm-mortgage  debt  is  incurred  to  secure  deferred  payments  and  to 
make  improvements.  This  was  thoroughly  investigated  in  the  census  of  1890.  See 
Abstract  of  the  Eleventh  Census,  page  243. 

Farms  were  worth  more  per  acre  in  1910,  including  improvements,  than  thev  were 
worth  in  1890,  and  because  of  the  increase  in  the  value  of  lands  tne  ratio  oi  fuift' 
mortgage  debt  to  the  value  of  the  mortgaged  toms  declined  from  35.5  per  cent  in  1890 
to  27.3  per  cent  in  1910.    (See  Table  4.) 

The  decline  in  exports  in  the  case  of  wheat  and  most  of  the  packing-house  pxoductt 
has  been  marked.    In  the  exports  of  cotton  it  is  true  there  has  been  enormous  increase. 

In  connection  with  an  examination  of  the  trend  of  exports  of  iaxm  products  it  mat 
be  borne  in  mind  that  the  imports  of  agricultural  products  has  been  greatly  increasea 

The  feet  that  agricultural  production  is  not  keeping  pace  with  consumption  is  fuD 
of  meaning.  This  diminution  of  agricultural  surplus  ma)r  be  partly  due  to  the  effect 
of  unfevorable  climatic  influences  upon  production,  but  it  is  also  due  in  part  to  the 
building  up  of  cities  by  immigration  and  to  the  drift  from  agriculture  to  o^er  occu- 
pations at  a  fester  pace  than  formerly.  The  movement  from  coimtry  and  farm  to 
city  and  town  exists  and  has  existed  in  all  parts  of  the  United  States,  and  it  every- 
where exceeds  the  contrary  movement,  such  as  it  is. 

Last  year  we  produced  on  our  ferms  and  in  our  fectories  and  mines  products  valued 
at  $40,000,000,000,  of  which  we  consumed  thirty-eight  billion  and  exported  two 
billioUj  in  round  numbers.  We  imported  and  consumed  commodities  from  otto 
countries  of  the  value  of  $1,800,000,000.  The  important  part  cotton  plays  in  the 
Mlance  I  need  only  suggest. 
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To  be  sure,  tiiere  is  no  **  royal  road  "  to  success  in  fanning  any  more  than  there  is  to 
learning. 

Everything  depends  on  the  individual  farmer— his  industry,  judgment,  and  capa- 
bilities. 

But,  aRfluming  he  has  the  necessary  sense,  energy,  and  ambition,  he  could  get 
much  further  ahead,  accomplish  mudh  more,  enjoy  me  to  a  fuller  d^;ree  if  he  is 
enabled  to  make  judicious  nnancial  arrangements  on  terms  two  or  three  times  as 
advantageous  to  himself  as  he  can  now. 

Certaijoly  it  means  much  to  the  country  if  a  plan  can  be  devised  and  put  into  exe- 
cution whereby  the  worthy  and  industrious  man  may  secure  a  iaxm  which  lack  of  cash 
or  credit  makes  impossible  to  him  now.  It  would  coimt  for  the  individual  and  the 
general  good  if  a  way  could  be  found  whereby  the  people  may  be  attached  to  ^e  soil 
in  contentment,  comfort,  and  prosperity,  whereas  now  they  seek  the  city  for  em- 
ployment yielding  only  a  bare  existence. 

It  would  help  mightily  in  the  well-being  of  society  if  a  plan  of  oiganization  or  co- 
operation can  be  put  into  use  whereby  the  tenant  can  acquire  a  home  for  himself  and 
become  the  owner  of  the  iaxm  he  cultivates. 

These  ends  can  be  attained  by  profiting  by  the  experience  of  others  whose  necessi- 
ties compelled  a  solution  of  the  problem  years  ago. 

For  instance,  take  this  illustration  from  a  Danish  mortgage-society  law,  mentioned 
by  the  commission  on  rural  credits  and  betterment:  Members  of  the  company  (farm- 
ers who  have  mortgaged  their  property)  must  pay  a  yearly  amoimt  of  4  per  cent  mter- 
est,  three-foiurths  of  1  per  cent  amortization,  and  one-fourth  of  1  per  cent  for  expenses, 
making  altogether  5  per  cent  per  annum,  with  the  result  that  in  47  years  their  debts, 
principal  and  interest,  are  paid  in  full. 

The  American  fanner  mortgages  his  farm  and  pays  from  7  to  10  per  cent  interest  per 
annum.  The  average  rate  of  interest  paid  by  tne  American  farmer  to-day  is  7.79  per 
cent  per  annum,  while  the  German  pays  3^  to  4  per  cent,  notwithstanding  interest 
rates  are  generally  higher  there  than  here.  His  mortgage  runs  for  3  to  10  years — no 
matter  what  time — at  the  end  of  which  he  must  pay  the  entire  principal.  Suppose, 
with  renewals,  his  mortgage  runs  12  years.  He  would  pay  90  to  95  per  cent  tor  the 
use  of  his  money  for  that  time.  The  Danish  farmer  would  pay  135  per  cent  for  his 
money  for  47  years.  The  American  farmer  would  pay  7.5  per  cent  a  year  for  his 
money — the  Dane  would  pay  2.9  per  cent. 

The  Dane's  loan  is  an  investment.  He  can  afford  to  borrow  money  to  improve  his 
farm  or  purchase  his  farm  at  that  rate.  The  American  is  in  debt  and  mort^kging  his 
home;  tne  Dane  is  using  his  credit.  Each  year,  while  paying  only  5  per  cent  on  the 
money  received,  the  Dane  ia  getting  out  of  debt.  The  American  is  paying  7  to  10 
per  cent  and  not  reducing  his  debt  a  penny.  At  the  end  of  47  years — or  lees  time  if 
ne  chooses  to  pay  more — the  Dane  is  out  of  debt  and  his  premises  are  free.  At  the 
end  of  any  period — even  100  years— the  American  would  owe  the  original  principal, 
his  premises  would  be  encumbered  by  the  mortgage,  although  he  will  have  paid  twice 
as  much  as  the  Dane. 

A  special  imperial  act  provides  for  cooperative  societies  in  Germany.  As  we  have 
seen,  there  are  17,000  cooperative  agricultural  banks  in  Germany,  with  a  total  mem- 
bership of  over  one  and  a  half  millions.  The  loans  outstanding  at  the  end  of  1910  for 
fixed  periods,  together  with  overdrafts,  amounted  to  £93,034,000,  while  the  savings 
deposits  totaled  £92,429,000,  and  the  deposits  on  current  accoimt  amounted  to 
£10.865,000. 

The  late  distinguished  minister  of  finance  in  Prussia,  Herr  von  Afiguel,  some  17 
years  aj^  said  in  Parliament: 

''This  must  be  our  goal — ^to  have  a  cooperative  loan  bank  in  practically  every 
parish  of  the  whole  monarchy." 

The  result  is  the  transaction  with  the  German  farmer  is  as  follows:  On  a  loan  made 
it  4  per  cent  is  added  three-fourths  per  cent  for  amortization,  one-fourth  per  cent  to 
::oyer  operating  expenses  of  the  association,  and  by  paying  this  amoimt,  a  total  of  5 
per  cent  annually  for  between  40  and  50  years,  the  entire  loan  is  paid  off.  The  farm- 
ers of  this  country  must  be  got  out  of  the  clutcnes  of  money  lenders,  such  as  demand 
unconscionable  rates  and  terms,  factors  who  charge  outrageous  interest  on  advances, 
merchants  who  sell  him  goods  on  time  at  double  prices,  middle  men  who  take  advan- 
tage of  the  situation  to  despoil  him,  transportation  companies  which  take  all  his 
products  will  bring  him  and  call  for  more.  I  do  not  say  these  practices  are  universal 
yr  that  the  farmer  is  commonly  imposed  upon;  but  the  picture  is  quite  too  familiar 
ijid  at  present  he  is  too  often  helpless. 
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Mr.  Owen.  Mr.  President 

The  ViCB  Peesident.  Does  the  Senator  from  Florida  yield  to  the  Senator  ban 
Oklahoma? 

Mr.  Fletcher.  I  do. 

Mr.  Owen.  I  understand  that  even  at  the  other  end  of  the  earth,  in  New  Zeatond, 
mey  have  a  plan  of  lending  money  to  farmers  at  3  per  cent  on  the  principle  of  amor 
tization,  80  that  at  the  end  of  30  years,  on  an  extremely  low  rate  of  interest  a  iarm«r 
^n  acquire  a  home  or  borrow  money  on  the  home,  improve  it,  make  it  more  pio- 
ductivOj  and  by  the  use  of  easy  credit  produce  the  values  from  the  home  eualy  to 
pay  for  ita  development. 

I  do  not  know  whether  the  investigators  studied  the  New  Zealand  method  or  not» 
and  I  should  be  glad  to  have  the  report  include  the  New  Zeidand  method  of  farm 
land  credits. 

Mr.  Fletcher.  Mr.  President,  the  commission  did  not  visit  New  Zealand,  but  I 
do  not  doubt  that  the  Senator  from  Oklahoma  is  entirely  correct  in  his  statement  of 
the  practice  there.  I  have,  however,  no  information  on  that  subject  t}irou^  ^e 
commission  or  from  any  investigation  which  I  have  made.  I  have  not  any  question 
but  that  the  Senator's  statement  is  correct.  The  system  there  is  similar  to  the  system 
which  has  been  in  existence  and  in  operation  in  Germany  for  a  great  many  yean. 

The  farmer,  to  whom  we  must  go  for  what  we  eat  and  wear,  should  and  must  be  a 
firee  man,  when  he  is  fit  and  does  his  part,  and  not  the  slave  of  grinding  conditions. 
Some  of  these  conditions  can  be  remeoied  by  legislation.  We  surely  can  find  a  plan 
adaptable  to  the  circumstances  here  which  will  build  up  the  economic  as  well  as  the 
social  structure  of  rural  life. 

Any  financial  system  is  insufficient,  inadequate,  and  fails  utterly  in  its  application 
which  denies  to  that  great  industry  lying  at  the  base  of  all  wealth  and  wnich  must 
prosper  if  there  is  to  be  prosperity,  which  must  make  progress,  if  there  is  to  be  any, 
and  which  must  keep  pace  with  the  times  and  improve  in  method  in  order  to  suppqr 
the  increasing  demand  of  a 'growing  population  just  and  fair  facilities  equal  to  tliose 
furnished  the  other  great  indfustries. 

It  is  said  the  farmers'  assets  are  not  liquid,  therefore  they  can  not  be  utilized,  ae, 
for  instance,  goods  moving  in  trade.  I  do  not  dispute  the  claim.  I  simply  say,  then, 
the  farmer  must  have  a  system  or  plan  different  from  the  commercial  plan  smtable  to 
the  proper  demands  of  agriculture.  There  is  a  necessary  relation  between  coopera- 
tion ana  organization  among  the  farmers  and  a  banking  scheme  which  must  be  evolved 
in  solving  their  financial  problems.  Credit  is  necessary  to  successful  cooperation. 
OrgEmization  on  a  cooperative  basis  will  make  possible  the  establishment  of  a  system 
of  agricultural  credits.  The  most  eminent  authority  on  Grerman  commercial  and 
agricultural  banking,  Prof.  Reisser,  says,  "Agriculture  requires  a  credit  system 
Mapted  to  the  special  nature  of  its  production."  Let  us  have  this  great  economic 
tmtn  sink  into  our  minds  to  stay.  Let  us  not  ignore  or  blot  it  from  our  memories. 
Fully  cognizant  of  its  meaning  let  us  face  the  problem  in  the  blazing  light  of  that 
truth. 

By  Bulletin  No.  1,  April,  1913,  by  John  Lee  Coulter,  it  appears  that  of  the  total 
loans  made  by  national  oanks  only  6  per  cent  are  secured  by  real  estate,  including 
mortgage  owned;  that  of  the  total  loans  made  by  mutual  savings  banks,  42.6  per  cent 
are  so  secured;  Uiat  of  the  total  loans  made  by  stock  savings  banks,  40.6  per  cent  are 
thus  secured;  that  of  the  total  loans  made  by  loan  and  trust  companies.  10  per  cent 
are  thus  secured;  that  of  the  total  loans  made  by  private  banks,  20.5  per  cent  are  thus 
secured. 

As  I  understand,  this  includes  all  real  estate,  and  I  dare  say  a  comparatively  small 
portion  of  the  real  estate  included  is  country  property. 

NECESsmr  FOR  A  complete  system  of  rural  banking. 

Mr.  President,  in  what  I  have  said  I  have  sought  to  present  a  kind  of  general  survey 
of  the  economic  situation  as  affecting  agriculture  as  an  industr>',  a  business,  and  a 
life,  for  it  means  all  of  these. 

Particular  reference  has  been  had  to  pending  and  proposed  legislation  respecting 
what  is  designated  '* currency  reform,"  as  relat^  to  that  situation.  I  have  sought  to 
concisely  state  some  reasons  why  I  resard  it  highly  desirable,  if  not  absolutely  neces> 
■ury,  tiiat  legislation,  such  as  the  pending  Federal  reserve  bill,  should  be  enacted  into 
law,  and  that  speedily.  . 

I  have  endeavored  to  point  out  that  our  present  system  of  national  banks  is  a  com* 
mercial  system,  incapable  of  meeting  the  needs  of  agriculture. 
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I  have  contended  that  the  Federal  reserve  bill  likewise  is  necessarily  limited  to  the 
zdemands  of  commerce  and  industries.  I  have  attempted,  thoufi;h  in  *a  cursory  way, 
■d  point  out  the  efforts  made  in  other  coimtries  to  save  agriculture  by  cooperative 
Dirganizations  and  the  establishment  of  bankine  and  credit  systems  and  to  suggest  that 
■re  profit  by  the  experience  and  example  of  older  countries,  compelled  by  necessity 
to  aevise  and  put  in  operation  such  systems  that  ag[riculture  might  prosper. 

I  have  sought  to  give  a  glance  at  the  status  of  agriculture  in  this  coimtry,  its  impor- 
Bance,  its  problems,  and  rural  conditions  to-day. 

I  have  particularly  aimed  to  stress  the  disadvantages  imder  which  the  farmer  now 
labors  by  reason  of  the  lack  of  proper  financial  facilities,  and  to  point  out  the  necessity 
of  a  separate,  distinct  banking  law  under  which  institutions  will  be  organized  which 
can  be  authorized  and  empowered  to  supply  the  peculiar  needs  of  the  &mer. 

I  contend  that  adequate  banking  facilities  are  necessary  to  the  successful  conduct 
of  any  business;  that  for  this  large  class  of  our  citizenship,  about  one-third  of  our 
Dopulation,  and  for  this  great  industry  upon  the  prosperity  of  which  the  welfare  of  the 
K'ation  depends^  there  has  been  heretofore  no  sufficient  provision  for  meeting  their 
imnking  necessities. 

I  contend  further  their  financial  requirements  can  not  be  sufficiently  provided  for 
except  through  a  special  system  of  rural  banking. 

I  would  like  now  to  be  more  specific,  both  as  to  the  needs  and  the  remedy.  Before 
Attempting  to  provide  a  remedy  you  will  want  to  clearly  understand  the  needs. 

The  needs  of  the  farmer,  as  I  conceive  them,  can  be  stated,  in  a  condensed  way, 
under  three  general  heads  as  follows: 

FIRST.  THE  NEED  OF  CAPriAL  TO  AOQUIRB,  IMPROVE,  AND  EQUIP  HIS  FARM. 

The  cost  of  improving  and  equipping  his  farm  is  as  much  a  part  of  the  capital  re- 
quirements of  the  farmer  as  the  cost  of  the  machinery  in  a  cotton  mill  is  a  part  of  the 
capital  cost  of  the  mill.  No  class  of  men  should  be  expected  to  work  without  tools 
or  to  make  bricks  without  straw.  A  certain  amount  of  money  must  be  invested  as 
capital  in  any  business  in  order  to  equip  that  business  and  enable  it  to  earn  proper 
returns.  This  capital  must  be  permanently  invested  or  else  it  must  be  loaned  to  th« 
business  for  a  long  period  on  such  terms  that  the  loan  can  be  repidd  in  small  annual 
installments  out  of  a  portion  of  the  profits  derived  from  the  business.  This  is  felt 
keenly,  too,  when  one  desires  to  purchase  land  and  acquire  a  home  in  the  country. 
A  remedy  means  tenants  will  become  owners. 

SECOND.    BANKING  FACIUTIES. 

The  farmer  must  have  available  institutions  which  can  meet  his  temporary  bankinff 
requirements.  He  must  be  able  to  borrow  for  a  few  months  some  of  the  money  needed 
to  till  the  soil  and  to  harvest  and  market  the  crop.  Like  the  merchant  who  seeks 
temporary  accommodation  to  secure  money  with  which  to  discount  his  bills  and  payf 
back  this  money  out  of  the  proceeds  of  sale  of  the  goods  purchased  therewith,  so  t£e 
farmer  must  likewise  be  able  to  borrow  temporarily  to  discount  his  bills  for  fertilizer, 
seed,  etc.,  and  for  the  purpose  of  carrying  on  his  business  during  its  nonproductive 
period.  Such  loans  must  run  for  a  few  months,  must  be  repaid  out  of  the  proceeds  of 
the  crop,  and  should  not  properly  be  borrowed  on  a  real  estate  mortgage  on  the  farm 
any  more  than  the  manufacturer's  temporary  accommodations  for  discounting  his 
bills  should  be  borrowed  on  a  mortgage  on  his  plant. 

THIRD.    BUSINESS   METHODS  IN  THE   CONDUCT  OF  HIS   BUSINESS. 

The  farmer,  like  the  merchant,  will  ultimately  keep  an  accurate  statement  of  the 
condition  of  his  business,  so  that  he  can  always  ascertain  whether  he  is  operating  at 
a  profit  or  at  a  loss,  and  he  will  cease  dependmg  on  the  business  man  to  conduct  all 
business  transactions  for  him.  He  will  adopt  ousiness  methods  and  put  them  in 
practice  in  his  own  affairs. 

HOW  THESE   NEEDS  CAN   BE   SUPPLIED. 

If  this  analysis  of  the  farmer's  needs  approaches  accuracy,  the  important  question 
then  is,  How  can  these  needs  be  supplied?  And  it  must  be  remembered  that  these 
needs  have  been  stated  in  the  order  of  their  importance^  and  that,  in  order  to  meet 
the  requirements  of  the  situation,  it  is  necessary  to  provide  some  machinery  for  sup- 
plying these  needs  in  the  order  named. 
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FmST.  HIS  CAPITAL  NEEDS. 

How  can  the  fanner  secure  capital  for  the  improvement  and  equipment  of  his  fann 
or  for  the  purchase  of  a  farm? 

The  answer  is  obvious.  The  fanner  has  only  one  asset,  viz,  land,  on  the  credit  of 
which  he  can  secure  capital.  He  must  secure  his  capital  by  borrowing  on  his  land. 
Remembering  tJiat  this  capital  must  be  in  substance  a  permanent  investment,  it  is 
obvious  that  any  loan  on  kuid,  made  for  the  purpose  of  suppljring  the  capital  require- 
ments of  the  farmer,  should  be  a  long-time  loan,  repayable  in  small  annual  install- 
ments set  aside  by  the  farmer  for  that  purpose  out  of  the  annual  profits  derived  by 
reason  of  the  purchase  or  the  improvements  and  equipment  made  possible  by  the  loan. 
A  loan  of  one  vear  or  three  years  or  five  years  will  not  furnish  the  farmer's  capital 
requirements^  because  he  obviously  can  not  repay  it  from  his  profits  in  that  tmie. 
No  other  busmess  could  pay  off  its  capital  investment  within  such  a  period. 

It  is  plain,  therefore,  tnat  the  best  if  not  the  only  method  of  furnishing  the  capital 
requirements  of  the  farmer  is  the  creation  of  a  long-term  first-mortgage  bond,  secured 
on  his  land,  which  bond  shall  contain  an  amortization  or  sinking-fimd  provision,  so 
that  a  small  amount  will  be  set  aside  each  year  sufficient  in  the  aggregate  to  pay  off 
the  bond  when  it  matures.    This  is  analogous  to  the  German  LancSchaft  plan. 

Moreover,  the  capital  requirements  of  the  farmer,  like  the  capital  requirements  of 
the  merchant,  manufacturer,  or  the  railroad,  can  not  be  met  by  direct  loans  from  the 
banks.  The  farmer's  loans,  made  to  furnish  his  capital  requirements,  should  run 
from  20  to  50  years.  No  bank  can  loan  money  for  sucn  a  length  of  time.  The  money 
must  be  borrowed  from  the  investing  public. 

Consequently  the  problem  is  not  only  to  create  such  a  bond,  but  more  than  this, 
it  is  to  create  such  a  oond  in  such  a  way  that  it  will  be  bought  and  traded  in  by  the 
investing  public  on  the  best  terms. 

In  order  to  do  this,  the  bond  must  not  only  be  secured  on  the  land  but  it  must  be 
guaranteed  by  some  nnancial  institution  or  institutions  of  sufficient  standing  to  satisfy 
the  investor  that  the  bond  is  absolutely  beyond  question.  Just  here  is  where  a  special 
system  of  banks  is  needed ^  which  will  be  authorized  to  use  their  credit  in  ^^uaran teeing 
such  bonds  under  restrictions  which  will  reduce  the  risk  of  such  guaranties  to  a  mim- 
mum.  Such  banks  must  be  limited  in  their  operations,  so  that  a  guaranty  of  this 
kind  will  not,  under  any  circumstances,  endanger  their  solvency. 

SECOND,   HIS  TEMPORARY  BANKING  NEEDS. 

The  temporary  banking  facilities  needed  by  the  farmer  must  be  supplied  by  local 
institutions  managed  ana  controlled  by  his  neighbors,  who  are  familiar  with  his. 
needs,  and  who  will  see  that  the  money  borrowed  is  applied  to  the  purposes  for  which 
it  was  obtained.  This  means  that  the  farmer  should  have  avauabte  the  services 
and  resources  of  a  local  rural  bank,  owned  and  managed  by  local  people,  which  wfll 
collect  together  the  neighborhood  funds  and  make  them  available  for  neighborhood 
purposes.  In  the  system  outlined  in  the  bill  which  I  have  offered,  these  local  rural 
banks  serve  this  purpose,  and  are  also  permitted  to  use  their  credit  to  guarantee  the 
long-term  bonds  of  the  fanner,  and  so  aia  in  supplyinj^  his  capital  requirements,  which 
are  the  first  and  greatest  needs.  This  follows  the  idea  of  the  Raiffeisen  system,  to 
which  I  have  alluded. 

THIRD,   HIS  NEED  OF  BUSINESS  METHODS. 

The  observance  of  business  methods  by  the  farmer  and  the  keeping  of  proi)er  ac- 
counts can  not  and  could  not  be  enforced  simply  by  legislation.  Business  methods 
will  be  observed  only  where  business  conditions  require  the  observance.  The 
observance  of  business  principles  by  the  farmer  will  be  accomplished  when  the  banks 
which  lend  him  the  money  lor  his  temporary  requirements  aemand  the  observance 
of  such  practices  and  the  keeping  of  proper  accounts  as  a  condition  of  such  loans. 
The  local  rural  bank  provided  for  m  the  bill  will  induce  the  fanner  to  keep  accurate 
accounts  as  a  condition  to  his  obtaining  the  desired  credit  to  meet  his  annually  recur- 
ring banking  needs. 

BOW  THE  BILL  MEETS  THESE  REQUIREMENTS. 

The  bill,  through  a  system  of  rural  banks,  lindted  as  to  their  operations  and  contain- 
ing the  power  to  use  their  credit  in  guaranteeing  long-term  farm  bonds,  furnishes  a 
means  ot  meeting  these  three  essentials  of  any  banking  system  suggested  for  the  rural 
population.  The  nmJ  banking  board  is  so  constitutea  and  given  such  powers  of 
Bupervision  and  control  as  to  safeguard  all  transactions  and  have  the  system  conform 
to  ooirect  principles. 
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COMMERCIAL    BANKS    ARE    UNABLE   TO    MEET   THE    REQUIREMENTS    OF   THE    FARMER. 

:  I  feel  quite  convinced  that  we  can  not  expect  a  system  of  commercial  banking  to 
meet  the  needs  of  the  farmer.    It  is  recognized  all  over  the  world  that  no  commercial 

!  1>anks  can  with  safety  be  allowed  to  execute  a  pure  contract  of  guaranty.    A  commer- 

:  cial  bank  can  not  afford  to  guarantee  the  payment  of  long-term  bonds.    Its  assets 

:  must  be  quickly  convertible  and  must  become  due  and  payable  within  a  short  period. 

»  By  consensus  of  opinion  it  is  generally  recognized  that  it  is  unwise  for  commercial 

:  l>anks  to  lend  money  for  a  longer  period  than  four  months.    It  must  be  in  position  to 

?  respond  to  any  liability  on  demand. 

FIRST.  CAPITAL. 

As  the  farmer's  capital  requirements  must  be  met  by  long-term  loans  obtained  from 
^  the  investing  public,  as  the  ^:uaranty  of  these  long-term  bonds  by  some  financial 
&  institution  is  necessaiy  to  theur  sale,  as  a  commercial  bank  can  not  safely  execute  a 
s  contract  of  §:uaranty,  it  is  obvious  tnat  commercial  banks  can  not  meet  uie  farmer's 
=s  capital  requirements. 

bE:  SECOND.  TEMPORARY  BANKING   PACILmES. 

j_:      As  commercial  banks  can  not  safely  grant  temporary  credit  for  longer  than  four 
^  months,  and  as  the  farmer's  requirements  are  for  temporary  accommodations  for  a 
longer  period  (or  until  the  crop  comes  in),  it  is  eauall^^  oovious  that  commercial  banks 
are  not  suited  to  supply  the  annually  recurring  oanking  needs  of  the  farmers. 

THIRD.   BUSINESS  METHODS. 

^  Commercial  banks,  as  a  rule,  are  located  in  cities,  towns,  villages,  or  other  centers. 
^  Thev  are  usually  remote  from  the  farmer.  Being  remote,  they  are  unable  to  make 
g  small  loans  needed  in  the  operation  of  his  business  because  of  the  expense  incident 
9.  thereto  and  because  they  can  not  keep  in  close  enough  touch  to  ascertain  if  the  money 
derived  from  these  loans  is  used  for  tne  purposes  for  which  it  was  granted.  The  local 
rural  bank  is  accessible,  convenient,  and  conducted  at  nominal  expense. 


INADEQUATE. 

The  relief  afforded  in  the  bill  is,  moreover,  inadequate.  The  present  mortgage 
loans  on  farms  in  the  United  States  approximate  13,000,000,000.  In  explanation  ol 
section  27  of  the  bill,  the  chainnan  of  tne  committee  has  said^  in  effect,  that  if  every 
bank  in  the  system  loaned  every  dollar  that  it  could  under  this  provision  there  would 
be  available  about  $250,000,000,  which  is  just  about  one-fourteenth,  or  7  per  cent,  of 
the  present  requirements,  and  is  obviously  inadequate. 

SPECIAL  BANKS  NECESSARY. 

The  conclusion  is  irresistible  that  rural  banking  should  be  provided  for  in  a  separate 
system  from  commercial  banking;  that  rural  banks  should  have  a  special  power  to 
use  their  credit  in  addition  to  their  cash  resources  to  meet  the  needs  of  the  farmer,  and 
especially  in  order  to  aid  the  farmer  to  obtain  capital,  and  should,  on  the  other 
huid,  be  limited  and  restricted  as  to  their  operations  and  activities,  so  that  the  use 
of  their  credit  will  not  impair  their  solvency. 

Some  critics  have  suggested  that  bankers  and  capitalists  would  like  to  facilitate 
the  mortgaging  of  farms  and  issuing  of  bonds  in  the  expectation  that  they  might  eventu- 
ally own  tne  farms.  Here,  again,  the  experiences  of  other  countries  is  helpful.  In 
Saxony  85  per  cent  of  the  land-mortgage  bonds  are  held  by  the  people  of  that  Province. 
The  nmd  people  themselves  are  the  cnief  and,  in  most  instances,  almost  the  exclusive 
owners  of  the  bonds.  The  terms  are  so  favorable  to  the  borrower  as  to  interest,  reduc- 
tions, and  payments  there  can  be  no  excuse  whatever  for  losing  his  land. 

Mr.  President,  I  frankly  say  that  the  bill  I  have  introduced  has  its  weaknesses. 
It  is  not  claimed  to  be  perfect.  It  is  not  the  last  thought  or  the  final  word  on  the 
subject  by  any  means,  it  has  the  merit  of  proposing  something  definite,  and  my  hope 
is  it  will  provoke  discussion  and  lead  to  action  now.  It  seems  to  me  greatly  preferable 
to  have  it  considered  at  this  time  rather  than  have  it  go  over  to  next  session.  It 
ought  to  be  taken  up  and,  if  possible,  considered  and  acted  upon  along  with  the  com- 
mercial-baiikiiig  bill. 
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Mr.  President,  there  is  no  more  important  subject  before  the  people  of  this  country 
to-day  than  the  unsolved  problems  of  rural  life. 

It  IS  gratifying  to  note  tnat  interest  is  being  aroused  on  this  subject  and  our  people 
are  stirring  in  an  unprecedented  fashion.  The  highest  countiy  ideals  mean  the 
highest  civilization. 

If  we  can  set  in  motion  agencies  that  will  bring  about  the  highest  type  of  an  advanced 
rural  society,  we  will  have  done  a  most  useful  public  work. 

If  we  can  start  moving  forces  which  will  develop  the  best  country  life,  we  will 
have  answered  the  call  for  genuine  service. 

We  make  a  tremendous  contribution  in  those  directions  when  we  reach  out  our 
hand  to  the  tillers  of  the  toil  and  say,  "We  will  start  with  you  on  the  land;  we  will 
be  with  you  in  the  cultivation,  go  with  you  to  the  market,  and  open  the  way  for  you 
to  finance  your  affairs." 

When  tliat  is  done,  fair  opportunity  will  widen  the  horizon  and  beautify  the  lives 
of  those  engaged  in  agriculture.  It  will  open  the  way  for  the  betterment  of  rural 
conditions,  even  as  DaniePs  window  openea  toward  Jerusalem. 

[Extracts  from  address  of  Hon.  Duncan  U.  Fletcher  to  the  house  of  governors  at  Colorado  Springs,  ColOw, 

Aug.  26. 1913.] 

Work  of  the  American  Commission  Respectino  Agricultural  Finance,  Organi- 
zation, Cooperation,  and  the  Betterment  of  Rural  CoNDmoNS. 

Gentlemen  of  the  House  of  Governors,  responding  to  the  kind  invitation  of  Gov. 
O'Neal,  as  chairman  of  the  committee  of  governors  on  rural  credits,  to  submit  to  the 
house  of  goyemors  at  this  meeting  a  preliminary  report  from  the  American  commiwdon 
respecting  its  investigations  of  that  subject  in  Europe,  I  wish  to  express  the  acknowl- 
edgments of  the  American  commission  for  this  consideration  and  to  direct  your  atten- 
tion to  the  fact  that  so  short  a  time  has  elapsed  since  the  return  of  the  commission  any 
report  now  must  be  of  necessity  incomplete  and  general  in  character. 

Permit  me  to  call  to  your  minds  that  last  December,  some  nine  months  ago,  I  had 
had  the  honor,  by  invitation  of  President  Taft,  of  addressing  you  at  the  White  House, 
on  which  occasion  I  sought  to  point  out  the  plan  for  assembling  the  American  commis- 
sion, the  purpose  then  in  view,  including  to  some  extent  tne  scope  of  the  inauiry  we 
expected  to  make,  and  appealed  to  you  for  encouragement  ana  support.  I  boldly 
expressed  the  confident  hope  and  belief  that  the  movement  started  by  the  Soudiem 
Commercial  Congress  in  April,  1912,  through  the  inspiration  and  advice  of  Mr.  David 
Lubin,  American  delegate  to  the  International  Institute  of  Agriculture,  later  joined 
in  by  Ambassador  Herrick  and  others,  would  be  successfully  carried  out.  President 
Taft  and  the  State  Department  became  impreseed  with  the  significance  of  the  under- 
taking to  American  agiicultiu^  and  gave  it  their  full  sympathy.  It  is  highly  gratify- 
ing to  report  to  you  that  the  stupendous  task  assigned  to  us  was  accomplished.  Every 
step  was  a  step  forward,  and  every  detail  was  carried  out  precisely  as  planned  witA 
preeminent  success.  I  am  grateful  to  you  for  the  assistance  you  renaered.  Some 
States  whose  legislature  met  after  your  Richmond  and  White  House  conferences 
passed  special  acts — I  recall  Ohio,  California,  Oregon,  and  Washington — providhig 
lor  representation  on  the  commission.  The  Congress  of  the  United  States  passed  a 
Joint  resolution  accrediting  the  commission  to  the  foreign  Governments.  Tne  State 
Department  communicated  this  fact  to  our  diplomatic  oflScials  in  the  countries  visited, 
ana  in  consequence  the  highest  official  recog^iition  was  extended  the  commission 
throughout  Europe.  Congress  also  provided  in  tne  agricultural  bill  for  a  Fedend 
comimssion  of  seven  to  be  appointed  oy  the  President  **to  cooperated  with  the  Ameri- 
can commission"  in  the  study  in  European  countries  of  the  subject  of  rural  credits. 
That  act  was  approved  March  4,  and  the  commission,  on  the  recommendation  of  the 
Secretary  of  Apiculture,  was  appointed  by  President  Wilson,  and  five  of  them  accom- 
panied Uie  American  commission  on  its  tour  of  investigation  and  engaged  actively 
with  them  in  the  work. 

Without  reciting  further  details  by  wav  of  showing  the  widespread  interest  in  the 
subject  and  the  forces  behind  the  cause.  \  am  able  to  state  that  on  the  26th  of  April, 
according  to  our  previous  calculations,  tnere  sailed  on  the  steamship  Saxonia  for  Italy 
two  delegates  from  each  of  29  States,  named  by  their  governors,  ana  from  each  of  four 
Canadian  Provinces  desiring  to  join  us.  Taking  more  or  less  part  in  the  work,  some 
already  in  Europe  and  some  coining  later,  were  representatives  from  seven  other 
States.  As  stated,  in  addition  and  energetically  cooperating  were  the  five  memben 
of  the  United  States  commissioii  throughout  the  inquiry.  These  commiasioiietB 
returned  on  the  steamship.  Csdric,  sailing  from  Queenstown,  and  arriving  in  New 
York  July  26. 
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Speaking  now  for  the  American  commission,  which  is  directly  connected  with  the 
States,  I  would  say  the  field  covered  during  its  investigation  in  Europe  was  very 
broad.  The  coim tries  visited  included  Italy,  Austria-Hungary.  Russia,  Egypt,  Ger- 
many, Denmark,  Switzerland,  France,  Spain,  Belgium,  Holland,  England,  and 
Ireland. 

This  extensive  area  was  covered  b^  dividing  the  commission  into  subcommittees 
flo  that  considerable  time  could  be  given  to  each  coimtry.  It  must  be  remembered 
ih&t  the  conmiission  entered  upon  its  study  with  what  pnor  knowledge  of  the  subject 
could  be  gained  from  published  works.  Thus  its  task  was  to  correct,  confirm,  and 
leadjust  its  book-gainea  opinions  and  to  visualize  the  subjects  rather  than  to  conduct 
an  exhaustive  investigation  into  an  entirely  new  field.  Every  facility  was  given  the 
commission  by  the  European  Governments,  and  we  owe  indebtedness  for  their  cour- 
tesies and  assistance,  ana  likewise  by  the  farmers'  organizations.  I  desire  to  empha- 
tdze  the  sincere  appreciation  of  the  members  of  the  commission  for  the  services  ren- 
dered it  by  the  American  diplomatic  and  consular  offices,  acting  under  instructions 
issued  by  the  Secretary  of  State,  Mr.  Bryan.  Likewise  the  American  Institute  of 
Agriculture,  through  Mr.  David  Lubin,  American  delegate,  rendered  assistance  by 
arranging  in  advance  the  details  of  the  inquiry,  without  which  it  would  have  been 
impossible  to  cover  the  field  within  the  time  allowed,  if  at  all.  The  organizations 
visited  generously  cooperated  by  having  printed  in  English  programs  and  other  data 
relating  to  the  subjects  to  be  studied  by  the  commission. 

*  ♦  *  It  seems  quite  well  established  that  economic  evolution  has  made  organi- 
zation a  necessity  to  farmers.  Cooperation  is  urged  as  a  form  of  oi^ganization  which 
would  secure  for  them  at  once  the  highest  business  efficiency  and  tne  greatest  social 
strength. 

Cooperative  organizations  should  be  formed  with  a  view,  first,  to  improving  their 
credit  facilities;  secondly,  to  increasing  their  control  over  tne  marketing  of  crops  and 
to  strehgthening  their  position  as  buyers  and  sellers;  and,  thirdly,  to  establisning  a 
channel  whereby  educational  propaganda  and  work  for  the  improvement  of  country 
life  conditions  may  be  effectively  brought  to  the  individual  and  his  cooperation  and 
participation  in  that  work  secured. 


Credit  is  the  keystone  of  the  organization  proposed .  American  farmers  possess  poten- 
tial credit  of  vast  amount.  The  task  is  to  discover  a  plan  whereby  that  credit  may  be 
made  cheaply  and  easily  available. 

The  creoit  requirements  of  farmers  differ  radically  from  those  of  merchants  and 
manu^turers  chiefly  because  returns  from  money  invested  in  agricultural  enter- 
prises are  much  slower,  though  more  certain,  than  returns  from  other  enterprises.  For 
this  reason  in  many  European  coimtries  financial  systems  have  been  established  de- 
voted exclusively  to  the  mterests  of  the  farmers. 

In  the  United  States  the  farmer  is  dependent  upon  a  banking  system  operated  pri- 
marily in  the  interests  of  merchants  and  manufacturers,  whicn  in  their  nature  are 
dissimilar  to  agriculture. 

European  credit  systems  seem  to  be  of  two  kinds,  those  providing  personal  short- 
time  credit  for  operating  purposes,  and  those  providing  long-time  mortgage  credit  for 
works  of  permanent  development  and  purchase. 

PERSONAL  CREOrr. 

The  most  highly  developed  systems  of  short-time  a^cultural  credit  institutions  are 
foimd  in  Germany.  They  are  in  the  form  of  a  pyramid  composed  of  local  cooperative 
credit  societies,  central  societies  operating  generally  over  a  Province  or  administrative 
district  and  a  main  central  society,  as  the  apex,  at  Berlin. 

Every  farmer  joining  a  local  society  assumes  liability  for  its  debts.  In  other  words, 
he  signs  over  his  credit  to  the  society  and  with  this  collective  liability  or  credit  as 
security  the  society  contracts  loans  and  solicits  saving  deposits.  There  may  also  be 
a  cash  capital  subscribed  or  a  cash  reserve  built  up  to  serve  as  security  in  addition  to 
the  collective  liability,  but  it  is  the  liability  which  forms  the  chief  security.  The 
funds  thus  secured  are  loaned  by  the  society  to  its  members.  A  rate  of  interest  is 
chari^ed  members  on  such  loans  sufficiently  above  the  rate  paid  by  the  society  to. 
creditors  so  that  the  margin  will  cover  the  expenses  of  the  bank  and  leave  enough  over 
for  reserves  or  other  purposes. 

In  their  operation  is  it  necessary  to  insure  two  things — ^first,  that  creditors  shall  be 

Erotected  in  their  loans,  and,  second,  that  members  shall  be  protected  against  the 
>s8es  to  which  their  liability  subjects  them. 
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The  members  are  protected  by  placine  every  possible  saf^uard  about  the  loanB  to 
insure  their  repayment.  This  is  done,  first,  by  admitting  to  the  society  only  persoBi 
of  grxxi  standing.  Then  it  is  provided  that  loans  shall  be  made  only  tor  jproauctm 
purposes,  the  borrower  being  required  to  state  for  what  purpose  he  desires  a  loan. 
Further,  the  territory  of  operations  for  each  societ^r  is  limited  to  an  area  wherein  evory 
member  knows  every  other  member  and  is  in  position  to  find  out  whether  the  bot rower 
is  living  up  to  the  promises  he  has  made  to  the  society.  The  liability  assumed  by 
members  is  depended  upon  to  keep  them  watchful  of  the  affairs  of  other  bomwen, 
and  in  a  niral  community  this  check  is  extremely  effective.  Also,  profits  are  eitlur 
prohibited  or  so  strictly  limited  that  there  is  no  mcentive  to  speciilation  as  a  meaoi 
to  swell  the  income  of  a  society.  The  officers  of  the  society  are  so  chosen  that  one  est 
or  board  keeps  check  on  the  other.  The  liability  of  all  officers  insures  their  watch- 
fulness. The  general  management  of  the  affairs  of  the  society  is  left  in  the  haiidB  of 
the  general  assembly  of  all  members.  No  matter  what  stock  ownership  a  member 
may  have,  he  is  entitled  to  only  one  vote.  His  stock  ownership  is  generally  limited 
to  a  small  amount.  In  this  way  these  societies  are  insured  a  conservative  manage- 
ment and  maintain  a  surveillance  over  all  loans  made  to  members  far  closer  than  wi 
maintained  by  the  average  commercial  bank. 

All  such  local  societies  within  a  certain  territory  are  combined  to  form  a  centnl 
society.  A  central  bank  is  established  which  has,  first,  a  small  cash  capital  sub- 
scribed by  the  local  societies,  and,  secondly,  the  collective  liability  of  its  constituent 
banks  as  capital.  These  central  banks  receive  as  deposits  the  surplus  funds  of  local 
societies  and  loan  them  in  tiun  to  other  local  societies.  In  other  words,  they  equalise 
supply  and  demand  between  the  local  banks.  They  are  hardly  more  than  paper 
institutions.  Their  management  is  under  the  control  of  officers  chosen  by  the  local 
societies  through  a  representative  system. 

The  main  central  bank  acts  as  equalizer  for  the  central  banks  above  mentioiied. 
The  effect  of  this  pyramiding  of  the  societies  is  to  concentrate  all  of  the  borrowing  and 
investing  for  a  system  in  one  big  institution.  The  deposits,  of  course,  are  taken  in 
by  the  local  societies,  and  as  the  societies  develop  these  form  the  bulk  of  the  sys- 
tem's resources.  In  Germany  such  deposits  have  at  times  formed  over  90  per  cent 
of  all  the  funds  required  for  loans  by  an  entire  system. 

MORTOAGB  GRBDrP. 

The  worst  feature  of  the  farm  mortgage  in  the  United  States  is  in  its  individual 
character.  An  investor  bujong  a  farm  mortgage  must  determine  the  sufficiency  of 
the  security  offered  by  the  land  upon  which  the  mortgage  is  executed,  must  attend 
to  collections  of  principal  and  interest,  must  see  that  tne  taxes  are  paid  and  that 
the  property  is  not  allowed  to  depreciate  in  value  to  a  point  where  the  security  of  the 
mortgage  is  jeopardized.  Obviously  these  responsibilities  placed  upon  the  mort- 
gagee make  it  necessanr  that  he  shall  be  in  a  position  to  keep  posted  with  regard  to 
the  land  upon  which  he  has  loaned  his  mone^.  So  long  as  this  is  true  the  market 
commanded  by  a  farm  mortgage  will  be  restricted.  Life  insurance  companies  con- 
trol practically  the  only  source  of  money  to  which  the  farmer  may  turn  in  disposing 
of  his  mortgage  besides  the  individual  lender  or  his  direct  agent.  The  individuiS 
lender  controls  the  market.  Therefore  American  farmers  to-day  are  pa3ang  one  rate 
of  interest  in  one  State  and  another  elsewhere.  They  do  not  secure  the  advantages 
which  abilitv  to  compete  in  a  wide  market  bring,  and  since  their  mortgages  do  not 
form  a  liquid  investment  they  are  required  to  pay  a  higher  rate  than  other  horrowen 
who  do  not  offer,  perhaps,  as  good  security. 

The  second,  and  perhaps  the  greatest,  disadvantage  is  the  limited  time  for  which 
a  farmer  may  Dorrow  money  on  a  mortgage  and  the  fact  that  he  is  required  to  pay  back 
in  a  lump  sum  the  entire  principal  of  the  loan  at  the  end  of  that  short  time  or  else  con- 
tract a  new  mortgage — that  is,  secure  a  renewal.  An  individual  lender  can  not  be 
expected  to  place  his  money  in  a  nonliquid  investment  for  more  than  about  five  yean. 
He  may  grant  a  renewal  of  the  loan,  but  he  must  reserve  the  privilege  of  calling  in  the 
loan  at  the  end  of  that  time  and  may  increase  the  interest.  It  will  require  the  farmer 
who  has  invested  the  money  secured  from  the  mortgage  in  farm  improvements  far 
more  than  those  five  years  to  realize  the  entire  principal. 

These  disadvantages  will  rest  upon  the  farmer  so  long  as  he  is  obliged  to  sell  his 
mortgage  direct  to  the  investor — in  other  words,  so  long  as  it  is  an  individual  transac- 
tion. In  Europe  a  remedy  for  these  disadvantages  has  been  discovered  which  does 
not  involve  the  Government,  except  in  its  proper  rdle  as  a  controlling  influence,  and 
which  does  not  jeopardize  the  safety  of  banks  of  deposit. 

The  effect  of  the  European  system  is  to  break  all  connection  between  the  mortgagor 
""^d  the  mortgagee.    An  institution  is  established  which  appraises  the  land  of  farmers 
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desiring  mortgage  loans.  The  loans  are  granted  by  such  institution,  which  retains  the 
.mortgage.  Then  mortgage  bonds,  secured  by  the  mortgages,  but  as  the  direct  obliga- 
tion of  Uie  institutions,  are  issued.  No  one  bond  is  secured  by  one  mortgage,  but 
each  bond  is  a  lien  against  all  of  the  mortgages.  Thus  the  investor  in  place  of  Duying 
paper  secured  by  one  farm  and  having  to  determine  what  sort  of  a  farm  that  is,  buys 
a  bond  secured  first  by  a  "pool**  of  mort^ges,  and  secondly  by  an  amortization  fund 
created  by  small  payments  made  as  the  interest  is  paid. 

They  are  issued  payable  to  bearer,  are  generally  listed  on  the  exchange,  and  so  form 
a  liquid  asset.  With  these  features  the  bonds  sell  at  far  lower  interest  rates  than 
individual  mortgages.  The  farmers  are  charged  a  rate  sufficiently  above  the  rate 
paid  on  the  bonds  to  clear  a  margin  for  the  institution  to  pay  expenses,  build  up 
reserves,  or  for  other  purposes  as  desired.  But  the  expenses  of  operation  of  sucn 
compames  are  so  small  in  comparison  with  the  volume  of  business  done  that  this  margin 
of  profit  may  be  taken  by  the  institution  and  still  the  monev  can  be  loaned  to  farmers 
much  cheaper  than  they  can  secure  it  for  themselves.  This  is  the  first  advantage 
brought  by  such  institutions — cheaper  interest  rates. 

These  mortgage  bonds  run  for  an  indefinite  period.  Each  year  the  tiumers  are 
required  to  pay,  besides  the  interest,  a  certain  percentage  toward  reducing  the  prin- 
cipal of  the  loan.  Thus  if  an  institution  issues  $100,000  ofbonds  and  loans  that  amount 
on  mortgages,  the  mortoagors  each  year  pay  the  institution  $5,000  to  reduce  the  prin- 
cipal of  their  loans.  Tnis  money  is  used  to  buy  up  mortgage  bonds  from  the  market. 
In  20  years  the  entire  issue  of  bonds  would  be  bought  up.  It  is  in  this  way  that  all 
European  mortgage  loans  are  paid  up.  Sometimes  mortgages  run  for  50  or  75  years. 
The  bonds  are  retired  by  lot,  the  company  generally  reserving  the  privilege  to  buy 
them  in  at  par  or  at  a  slight  premiimi.  Also  the  payments  of  the  mortgagors  are  gen- 
erallv  the  same  each  year,  a  larger  portion  of  the  sum  going  toward  principal  and  a 
smaller  toward  interest  as  the  principal  is  gradually  reduced.    For  instance,  it  is 


figured  that  a  farmer  having  a  loan  at  4.3per  cent  and  paying  each  year  6.56  per  cent 
would  wipe  out  his  loan  in  25  years.  Tnis  practice,  callea  amortization,  is  of  the 
greatest  inedue  to  farmers,  for  it  makes  their  payments  on  principal  consistent  with 
meir  income  from  money  expended  on  agricultural  improvements.  So  long  as  the 
&rmer  meets  these  anniiial  payments  the  mortgage  will  not  be  foreclosed;  also  the 
interest  rate  can  never  be  raised  during  the  life  of  the  loan. 

Thus  we  see  that  such  a  s^^stem  reduces  interest  rates,  makes  the  demands  upon  the 
farmer  consistent  with  his  income,  eliminates  commissions,  protects  him  from  fore- 
closure and  from  an  advance  in  interest  rates.  It  changes  a  mortgage  from  a  burden- 
some debt  to  an  advantageous  form  of  credit— an  investment. 

This  plan  of  mortgage  credit  means  more  money  for  machinery,  more  for  purchas- 
ing new  land  and  for  developing  poor  land.  It  means  fewer  teaants  and  more  owners. 
It  means  better  rural-life  conditions.  Generally,  it  would  be  unprofitable  to  attempt 
to  develop  land  on  money  borrowed  under  such  disadvantageous  terms  as  now  pre- 
vail here.  Not  only  are  the  rates  higher — that  is  the  smaller  part  of  the  problem, 
I  believe — but  the  farmer  is  forced  to  pay  back  his  loan  before  he  can  make  his  farm 
earn  that  amount.  That  is  the  really  great  burden  upon  the  farmer.  That  is  the 
reason,  I  believe,  why  nothing  more  is  done  toward  placing  under  cultivation  the 
abandoned  farm  lands  of  the  East  and  toward  opening  up  the  lands  of  the  West  and 
bringing  more  lands  into  cultivation  in  the  Soutn.  Tne  example  of  Germany  in  this 
respect  is  most  interesting  to  Americans.  Our  commission  was  told  that  Germany  is 
supporting  to-day  67,000,000  people,  is  producing  95  per  cent  of  the  food  they  con- 
sume, and  has  definite  hopes  of  increasing  that  percentage.  This  is  being  done  on 
land  centuries  old  that  obviously  was  never  particularly  fertile.  They  are  doing 
this  through  three  influences — credit,  cheap  labor,  and  scientific  methods.  Of 
course  cheap  labor,  as  it  is  known  on  the  Continent,  is  not  to  be  considered  ii\  this 
country  during  this  generation.  I  believe  that  we  have  the  machinerj^  to  spread 
scientific  methods.  What  we  need  above  all  is  the  credit  necessary  to  bring  those 
methods  to  practical  fruition  upon  the  maximum  number  of  acres.  As  compai-ed  to 
Germany's  record,  we  find  in  the  United  States  the  number  of  tenants  increasing, 
the  farm-mortgage  debt  increasing,  exports  of  foodstuffs  diminishing,  imports  of  sucn 
products  increasing,  the  movement  from  the  country  to  the  cities  and  towns  augment- 
ing, production  of  food  supplies  approaching  steadily  to  the  point  where  we  will  have 
none  to  export,  and  it  will  soon  become  a  question  of  supplying  the  homo  demand. 

It  is  true  there  have  been  rises  in  land  values  and  advances  in  the  price  of  food- 
stuffs, due,  at  least  to  a  large  extent,  to  the  disproportionate  increase  in  population  in 
comparison  with  the  increase  in  agricultural  proauctiveness.  It  does  not  represent 
sound  agricultural  progress. 
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BUSINESS  COOPERATION. 

Every  farmer  must  be  a  business  man  as  well  as  a  producer.  His  success  depends 
almost  as  much  upon  his  efficiency  as  a  buyei  and  seller  as  upon  his  efficiency  as  t 
producer.  It  is  in  this  capacity  that  the  farmer  touches  the  highly  or^nizcnf  com- 
mercial world,  and  it  is  in  this  contact  that  he  has  suffered  most.  Clinging  to  hii 
individualism  the  farmer  has  attempted  to  stand  against  the  orsanized  forces  of  cmii- 
merce.  In  the  few  instances  in  wnich  farmers  have  organized,  notably  amonff  the 
fruit  growers  of  the  Pacific  coast  and  the  dairy  farmers  of  the  Northwest,  thej;  nave 
demonstrated  the  increased  strength  attainable  thfough  cooperation.  The  banning 
of  organization  along  these  lines  has  already  been  made  m  this  country,  and  the 
task  IS  simply  to  spread  the  doctrine  broadcast  and  to  lend  assistance  in  the  prelim- 
inary work  of  organization.  The  reason  that  farmers  have  not  more  generally  organ- 
ized along  these  lines  in  the  United  States  is  that  our  fanners  possess  a  more  intractable 
individualism  than  do  the  farmers  of  European  countries  and  that  in  many  sections 
they  lack  the  essential  foundation  for  such  oreanizations — credit.  The  advantage 
of  a  cooperative  credit  system  would  be  twofold— first,  it  would  prompt  the  farmen 
to  cooperate,  and,  secondly,  it  would  afford  them  credit  to  make  possible  the  organ- 
ization of  cooperative  buving  and  selling  societies.  I  believe  that  when  the  farmefs 
come  to  realize  the  sacrifices  they  are  making  to  cling  to  the  hollow  shell  of  an  old- 
fachioned  individualism,  which  has  been  cast  aside  long  ago  by  the  urban  industrial 
classes,  thev  will  accept  this  now  doctrine.  The  task  now  is  to  afford  them  a  credit 
system  or  plan,  and  with  that  at  their  command  the  other  forms  of  cooperation  would 
follow  from  the  sheer  force  of  their  economic  advantage. 

Although  the  cooperative  purchasing  societies  of  many  European  rural  societies  are 
Qiganized  separately  from  tne  credit  societies,  the  cooperation  between  the  two  is 
very  close.  In  fact,  the  purchasing  societies  generally  depend  upon  the  credit  socie- 
ties for  their  very  existence.  The  principle  of  the  cooperative  purchasing  societies 
is  simply  wholesale  purchasing.  Needs  are  estimated  and  contracts  maae  for  the 
wants  of  a  community  for  a  year  or  perhaps  longer.  Orders  of  individuals  are  then 
collected  and  forwarded  through  the  societies  to  merchants  or  manufacturers.  Some 
sorts  of  goods  are  bought  outrieht  and  stored  by  the  societies.  The  greatest  bfoi^t 
from  Buch  practice  is  only  to  oe  secured  through  the  centralization  of  a  system  of 
cooperative  societies,  in  which  case  the  purchases  are  made  upon  a  sufficiently  laige 
scale  to  materially  affect  prices.  This  centralization  can  be  very  easily  effected 
through  the  central  societies  oiganized  by  the  credit  societies. 

I  do  not  mean  to  be  understood  as  advocating  the  organization  of  cooperative 
societies  to  take  the  place  of  our  local  merchants,  who  constitute  a  useful  and  neces- 
sary part  of  the  commerce  of  this  country.  Cooperative  societies  would  have  a  field 
of  their  own,  separate  and  distinct  from  that  now  occupied  by  the  stores  and  shops  of 
our  cities  and  towns.  In  the  purchase  of  manures,  fertilizers,  and  such  supplies  M 
enter  into  or  increase  the  product  of  the  farm  the  cooperative  societies  could  render 
a  great  service  to  farmers  by  demanding  that  all  goods  purchased  conform  to  standaid 
specifications,  and  they  could  buy  direct  at  wholesale  prices  certain  supplies,  thus 
giving  the  individual  members  the  benefit  of  the  reduced  cost. 

The  organization  and  operation  of  cooperative  sales  societies  would  depend  upon 
the  sort  of  produce  to  be  sold.  Types  of  cooperative  dairies  and  cooperative  fruit- 
selling  societies  already  exist  in  this  country.  The  formation  of  such  societies  is 
purely  a  question  of  securinjg;  the  most  efficient  business  management. 

However,  it  requires  credit  to  finance  such  societies.  Where  farmers  are  buying  in 
the  spring  on  credit  from  merchants  and  are  seUing  the  minute  their  crop  is  harvested 
in  order  to  realize  cash,  they  can  not  operate  such  societies  without  a  species  of  organ- 
ization by  which  their  collective  credit  can  be  utilized.  This  condition  prevails 
quite  generally  in  the  South.  In  other  sections  the  farmers  have  been  able  to  finance 
such  societies,  but  if  their  credit  facilities  were  improved  it  is  reasonable  to  suppoee 
that  the  strength  of  such  societies  would  be  thereby  increased. 

When  thorough  business  cooperation  is  established  in  a  farming  community  and  the 
cooperative  principle  is  accepted,  it  is  almost  certain  that  the  farmers  will  Ml  into 
the  habit  of  cooperating  upon  general^  social,  and  civic  lines.  I  believe  chambers  (A 
agriculture  organized  in  the  country  districts  would  be  found  of  great  value. 

All  of  this  oi^anization  work  in  European  countries  has  been  carried  on  through 
voluntary  associations.  In  some  instances  the  Governments  for  their  own  ends  have 
attempted  to  control  the  movement,  but  the  results  of  such  control  have  not  senerally 
been  regarded  as  satisfactory.  A  close  studv  of  the  subject  will  show  that  the  entin 
plan  is  based  upon  the  idea  of  self-help,  ana  public  mining  is  not  calculated  to  give 
strength  to  such  organizations. 


Digitized  by 


Google 


RUEAL   CBEDITS.  31 

Organization  along  cooperative  lines  has  been  demonstrated  to  be  of  great  value  to 
the  farmers  in  European  countries,  and  well-directed  work  of  that  kind  ought  not  to  be 
delayed  or  meet  with  indifference  in  the  United  States. 

Permit  me  to  say  further,  individually,  that  in  my  judgment  our  rural  population 
needs  a  financial  plan  or  system  separate  and  distinct  from  a  commercial  oanking 
system  to  meet  their  requirements.  They  should  have  facilities  for  short-time  cash 
acconunodations  at  reasonable  rates  which  can  be  had  by  cooperative  institutions,  and 
thev  should  have  a  plan  or  means  for  obtaining  long-time  loans  at  a  low  rate  of  interest 
with  sinking[-fimd  or  amortization  feature. 

The  question  of  State  legislation  to  effect  the  establishment,  management,  and  con- 
trol of  such  organizations,  societies,  associations,  or  institutions  will  no  douot  receive 
your  earnest  consideration. 

Agricultiu^  can  be  relieved  of  enormous  burdens.  Serious  difiiculties  can  be  over- 
come by  proper  procedure.  Our  farmers  do  not  ask  for  special  favors,  but  there  are 
flome  problems  which  are  yet  unsolved  and  constitute  obstacles  in  the  way  of  their 
pn^^^ress.  A  long  step  will  be  taken  when  they  are  in  position  to  finance  their  affairs 
and  introduce  better  ousiness  methods  in  their  operations. 

The  solution  of  these  problems  will  not  only  mean  the  redemption  of  amculture^ 
the  reconstruction  of  rural  life,  but  go  far  toward  reducing  the  high  cost  of  living  and 
relieving  other  burdensome  conditions. 

It  will  mean  not  only  relief  to  the  farmer,  but  the  permanent  enhancement  of  the 
general  wel&re. 

With  such  a  system  of  rural  banks  the  States  should  encourage  the  formation,  not 
of  new  personal  credit  banks,  but  of  cooperative  purchasing,  selling,  and  distributing 
societies,  which  can  get  needed  credit  facilities  from  rural  ban&,  and  the  States 
should  urge  formers  to  aid  in  establishing  the  rural  banks  as  a  means  of  hereafter 
financing  cooperative  societies  where  formed. 

In  my  remarks  on  that  bill,  August  9, 1  endeavored  to  set  forth  the  former's  financial 
needs  and  the  methods  bv  whidi  these  may  be  supplied.  I  designated  then  ''his 
temporary  banking  needs, '^^  those  which  correspond  to  what  I  have  herein  referred  to 
as  his  ''personal-credit"  needs.  That  is,  his  ever}rday-life  needs  which  the  Germans 
have  found  can  best  be  provided  for  imaer  the  Rai£feisen  system. 

I  called  then  his  "capital  needs"  those  which  correspond  to  what  I  term  herein 
his  "mortgage-credit"  needs;  that  is,  to  be  provided  for  by  long-term  bonds  bearing 
a  low  rate  of  interest  with  the  amortization  feature.  The  German  experience  is  that 
a  system  like  the  Landschaft  is  the  best  yet  devised  for  this  purpose.  Whether  these 
two  requirements  can  be  provided  for  in  one  measure  and  in  one  system  is  somewhat 
difficult  to  determine,  but  I  believe  the  bill  combines  them  in  a  workable  and  advan- 
tageous way. 

On  the  13th  the  President  gave  a  statement  to  the  press  of  the  country,  in  which 
he  said: 

**  Special  machinery  and  a  distinct  system  of  banking  must  be  provided  for  if  rural 
credits  are  to  be  successfully  and  adequately  supplied.  ♦  *  *  There  is  no  subject 
more  important  to  the  welfare  or  the  industrial  development  of  the  United  States. 
♦  *  *  There  has  been  too  little  Federal  legislation  framed  to  serve  the  farmer 
directly  and  with  a  deliberate  adjustment  to  his  real  needs.  *  *  ♦  This  is  our 
next  great  task.  Not  only  is  a  Government  commission  about  to  report  which  is 
charged  with  apprising  the  Congress  with  the  best  methods  yet  employed  in  this 
matter,  but  the  Department  of  Agriculture  also  has  undertaken  a  serious  and  sys- 
tematic study  of  the  whole  problem  of  rural  credits.  The  Congress  and  the  Executive, 
working  together,  will  certainly  afford  the  needed  machinery  of  relief  and  prosperity 
to  the  people  of  the  countrysides,  and  that  very  soon.'' 

I  have  contended  all  along  that  our  present  banking  and  currency  system  is  framed 
to  serve  commerce  and  the  industries  other  than  agriculture.  For  50  years  it  has  dis- 
criminated against  agriculture.  I  am  convinced  this  was  not  a  deliberate  blow  at 
agriculture,  but  arose  for  the  reason  that  no  commercial  banking  system  can  be  framed 
so  as  to  adequately  serve  agriculture.  We  must  have  a  distinct  system  to  meet  the 
requirements  of  the  farmer. 

in  the  various  States  your  guidance  and  aggressive  efforts  will  count  mightily. 

I  would  not  presume  to  press  on  you  specific  action.  You  will  permit  me,  however, 
to  urge  uniformity  in  any  action  you  may  take  and  a  full  consideration  of  fundamental 
principles  as  a  preliminary  to  any  decision.  It  would  seem  possible  to  simplify  and 
make  uniform  the  land  registration  laws  and  that  certainly  is  greatly  to  be  desired. 
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The  same  thing  is  true  as  to  the  laws,  practice,  and  procedure  with  respect  to  fofi»- 
cloeure  of  the  mortgage  lien.  While  devising  a  system  advantageous  to  the  borrower, 
it  raust  be  borne  in  mind  that  the  lender  is  to  be  protected  fully. 

The  investing  public  in  this  country  and  from  other  countries  while  willing  to 
accept  a  low  rate  of  interest  will  insist  that  the  security  shall  be  safe  and  reaoilif 
realized  upjon  in  case  of  default,  without  delay  or  expense,  and  the  procedure  ou^t 
to  be  practically  the  same,  no  matter  from  what  State  the  security  comes. 

It  required  40  years  to  tnoroughly  establish  the  Raiffeisen  system  and  demonstfltto 
its  wisoom,  but  the  grave  of  that  pioneer  is  a  shrine  and  the  monument  over  it  ia  one 
of  the  most  prized  in  all  Germany.  It  will  take  time  to  establish  a  like  beneficient 
•ystem  in  the  United  States,  and  we  can  not  begin  too  soon. 


[Retracts  from  speech  of  Hon.  Duncan  U.  Fletcher,  of  Florida,  of  Jan.  29, 1914,  to  National  League  of 

Commission  Merchants.] 

Land-Mortoaoe  or  Lono-Tbrm  Grbdit. 

What  do  we  find  upon  the  slightest  investigation?  I  was  perfectly  astounded  when 
I  came  to  dig  into  the  question.  For  50  years  we  have  been  operating  in  this  countty 
under  a  banking  and  currencv  svstem  which  was  purely  and  solely  a  commercial 
•vstem,  absolutely  created  and  adapted  and  used  for  the  business  man  and  the  mer- 
cSumt,  the  manufacturer,  and  other  industries  than  agriculture.  It  is  not  that  we  wn 
asking  anything  unusual  or  anything  special  for  the  fanner.  I  believe  that  gentlann 
&  pretty  well  £iown  as  being  opposed  to  special  privileges,  and  he  is  not  asking  aay 
&vor  in  his  own  case,  but  he  is  asking  for  a  s(}uaie  deal.  He  is  asking  to  be  put  upon 
the  same  basis  as  those  engaged  in  other  great  mdustries  in  the  country — ^nothing  more, 
nothing  less. 

In  that  system,  which  we  created  and  which  the  United  States  Government  esti^ 
lished  and  which  it  supervised  and  controlled,  it  was  written  in  the  body  of  the  lav 
that  no  loans  could  be  made  upon  real  estate.  Real  estate  was  prohibitea  as  secuiity 
for  loans  by  every  national  bank  established  under  our  financial  system. 

Now,  what  does  that  mean?  It  meant,  of  course,  that  real  estate,  being  the  farmer's 
dtuef  asset,  was  absolutely  condemned  as  security  for  loans  in  this  country,  and  he  was 
deprived  of  that  asset  as  a  basis  for  credit. 

Did  you  ever  think  about  it?  It  seems  preposterous,  when  you  stop  to  consider  it, 
tliat  land,  real  estate,  the  very  basis  of  all  our  wealth,  was  one  thing  that  no  bank 
cotdd  loan  money  on.  That  was  the  one  most  substantial  and  valuable  asset  that  the 
&rmer  had,  and  we  have  gone  on  for  50  years  discriminating  against  the  fanaei  under 
the  only  system  established  in  this  coimtry. 

What  was  the  effect  of  that?  Naturally,  business  men,  financiers,  would  hesitate  to 
loan  upon  real  estate,  because  they  said  tine  United  States  Government  will  not  permit 
its  banks,  which  it  supervises  and  controls  and  directs,  to  loan  upon  real  estate,  we 
better  not  touch  it.  Consequently  that  has  been  a  handicap  and  a  hardship  imposed 
upon  the  agricultural  interests  of  the  country. 

The  former  has  been,  generaUy  speaking,  without  adequate  facilities  for  financing 
his  operations,  and  when  he  had  such  means  he  could  make  them  available  only  on 
such  terms  ana  at  such  rates  as  to  be  the  most  burdensome  imposed  upon  any  people 
engaged  in  any  industry.    And  for  50  years,  I  say,  that  has  continuea. 

iSot  imtil  the  recent  act  of  Congress,  establishing  the  Federal  reserve  system,  was  it 
permissible  for  national  banks  to  loan  upon  real  estate.  Not  until  the  recent  Fed^al 
reserve  act  could  his  promissory  note  running  over  90  days  be  classed  as  commercial 
paper  avidlable  for  discount:  because  he  had  no  goods  moving  in  trade  or  that  he  couM 
handle  and  turn  over  daily  he  had  to  wait  on  tne  seasons.  He  had  his  cash  coming 
iHien  the  crops  matured,  and  he  could  not  pay  anything  until  then,  whereas  the  mer- 
chuit  is  able  to  carry  on  his  business  depositing  and  discounting  from  day  to  day. 

Now,  I  am  not  blaming  the  banks  in  that  connection,  because  the  system  was  such, 
that  the  banks  had  to  be  ready  to  meet  the  demands  of  their  depositors  on  the  instant, 
c6nsequently  they  could  not  have  their  money  tied  up  in  long-time  notes  or  loans. 
Tliis  is  true  imder  any  commercial  banking  system  standing  alone. 

That  was  the  reason,  a  very  good  reason,  and  it  means  that  system  needs  to  be  sup- 
plemented by  another  system  under  which  the  former  can  get  accommodations  to  meet 
nis  needs,  and  that  problem  has  been  worked  out  in  Germany.  It  is  not  a  mere 
&eory,  it  is  a  practiod  demonstration.  For  30  years  they  worked  on  it  over  there, 
and  for  over  50  years  it  has  been  established  and  in  successful  operation,  and  we  may 
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JL  aoxneUiiiiff  from  the  experience  of  other  countries.  They  had  to  do  something  in 
pder  to  feed  tneir  people;  they  had  to  revive  agriculture;  they  had  to  take  care  of 
le  fttfmer  because  they  had  to  supply  the  food,  and  Germany,  not  as  big  as  the  State 
I  Texas  by  an  area  as  great  as  Alabama,  is  supplying  95  per  cent  of  the  food  to  feed 
IMOfiOO  people. 

Here  in  the  United  States,  this  great  country  of  ours,  the  best  country  on  the  ^e 
f  the  earth,  we  are  actually  importing  beef  from  Argentina  and  com  from  Buenos 
dree.    For  shame. 

What  do  we  find?  The  tendency  is  from  the  country  to  the  cities  and  towns.  We 
ind  the  tenants  increasing  and  the  occupying  owners  decreasing  in  the  country.  We 
ind  exports  of  foodstufb  decreasing  and  imports  increasing.  Is  that  a  safe  and  soimd 
ondition  for  a  country  to  ^e?  Do  we  not  know  periectly  well  that  if  the  fanra  of  this 
ountry  were  idle  for  one  year  that  the  ^rass  ana  weeds  would  grow  in  these  streets, 
md  ba^  and  owls  would  inhabit  these  buildings?  You  have  got  to  come  back  to  that, 
^u  have  got  to  look  after  the  man  out  yonder  in  the  woods.  We  are  all  dependent 
iponhim. 

We  should  b^:in,  then,  at  the  very  basis  of  his  operations  because  he  needs  capital, 
just  like  every  other  business  man  needs  capital .  Farming  is  something  more  tha^  the 
nere  growinjg  of  stuff.  It  is  a  business,  it  is  an  industry;  and  proper  scientific  fanning 
to-day  requires  just  as  much  business  capacity,  just  as  much  juagment,  as  any  other 
business  to  be  successfully  conducted.  It  is  a  business  as  well  as  an  occupation,  as 
trell  as  an  industry. 

We  heretofore  regarded  the  farmer  as  not  needing  to  know  about  business  methods 
ind  practices,  because  his  business  was  expected  to  be  attended  to  by  his  factor  or 
banker,  while  he  did  the  plowing  and  hoeing  and  hard  work  in  the  fields. 

It  18  claimed  that  it  has  got  so  in  some  parts  of  the  country  that  as  the  farmer  rears 
his  familv — one  is  a  bright  boy,  and  he  says  of  him:  "John  here  is  a  pretty  bright 
boy;  he  nas  a  bright  nund.  I  am  going  to  send  him  off  to  school  and  will  make  a 
lawyer  of  him  or  a  doctor.  Here  is  one  who  has  a  particular  genius  for  mechanics. 
I  will  send  him  off  to  school.  I  will  make  an  engineer  of  him.  Here  is  Jim,  he  was 
always  lazy,  indolent,  and  thick-headed  and  never  would  learn  anything.  I  will 
keep  him  on  the  farm  and  make  a  farmer  of  him.  ** 

Now,  that  has  got  to  stop.  We  are  goine  to  prosper  in  this  country.  We  have  got 
to  make  it  worth  while  to  be  a  farmer.  There  must  be  fair  remuneration  for  the  toil 
and  the  chances.  Farming  must  be  placed  on  a  business  as  well  as  scientific  footing. 
Country  life  must  be  made  attractive  sociaWy  and  industrially. 

We  are  not  producing  the  amount  of  foodstuffs  we  could  produce;  we  are  not  taking 
care  of  our  farms;  we  are  letting  them  grow  up  in  weeds  or  waste  away;  we  are  not 
adding  to  the  attractiveness  and  the  beauty  and  the  proper  social  conditions  in  the 
country  as  we  should.    If  we  are  to  prosper,  we  are  not  to  neglect  these  things. 

And  why  should  we?  There  are  12,000,000  engaged  in  agricultural  pursuits.  There 
are  30,000,000  people  directly  dependent  upon  tne  farms  for  a  living,  and  we  are  all 
indirectly  dependent  upon  them.  The  estimated  value  of  the  farm  property  of  this 
country  amounts  to  $40,000,000,000. 

Some  people  say,  "Look  here,  you  do  not  need  to  make  it  easy  for  the  farmer  to  go 
into  debt.  You  do  not  want  to  assist  him  in  incurring  any  obligations,  for  he  is  too 
much  prone  to  do  that  now.  We  are  opposed  to  that.  We  do  not  want  any  plan 
wberebv  mortgages  will  be  put  on  the  farm  and  sent  up  to  Wall  Street. "  It  was 
chiiged  recently  that  this  scheme  was  a  Wall  Street  proposition.  Of  course,  the  com- 
plete answer  to  that  is  the  stand  of  the  President  of  the  United  States,  when  he  indorses 
the  very  idea  we  have  been  contencUng  for.  The  plan  proposed  does  not  encourage 
but  prevents  getting  in  debt. 

But  our  good  friends  who  are  so  solicitous  about  the  farmer  not  gettmg  m  debt  fail 
to  realize  that  the  farmer  is  already  in  debt.  The  farmers  of  this  country  owe  $6,000,- 
000,000,  according  to  Government  statistics,  $3,000,000,000  of  it  secured  by  mortgages 
QOi  their  farms;  and  I  have  on  my  desk  in  Washin^on  stacks  and  stacks  of  letters 
foom  people  in  every  State  in  the  Union,  and  especially  from  the  Northwest,  and  in 
tnany  instances  they  tell  me  that  the  farms  are  mortgagee  up  to  the  assessed  valuation 
of  the  property;  and  if  it  had  not  been  for  the  natural  and  actual  increase  in  the  value 
af  lanos  in  tms  country  many  of  our  farmers  would  have  been  bankrupt  years  ago. 
It  has  been  simply  the  natural  rise  in  the  value  of  lands  that  has  saved  them. 

Now,  that  is  the  condition.  There  is  no  use  to  try  to  get  away  from  that.  On  that 
ltii0OO,OOO,O0O  they  are  paying  an  average  of  10  per  cent,  including  commissions  and 
BD«nflee-^$300,000,000  a  year  in  interest,  nothing  going  to  liquidate  the  principal  at 
lUT  If  we  can  do  nothing  more  than  save  the  fanners  of  this  country  $150,000,000 
mnoally  we  will  have  doifie  something  wixih  while. 
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But  they  are  paying  that  10  per  cent  on  $6^000,000,000,  which  means  $600,000 
of  interest,  while  here  is  a  possibility  of  saving  $300,000,000  for  the  fiarmera  ol 
country  every  yeair.  Not  only  that,  but  it  means  giving  them  financial  ftuulitii 
they  can  go  on  with  their  plans  and  develop  theirproperties  and  beautify  their  he 
and  improve  and  make  desirable  country  life.  We  can  do  this.  It  is  being  doi 
other  countries;  for  instance,  the  interest  paid  in  Germany  is  3^  to  4}  i>er  cent 
fiurmers.  The  bonds  based  upon  farm  mortgsuros  are  sold  in  the  market  at  just  asl 
rate  as  the  Government  bonds  themselves.  Three  and  one-half  to  4^  per  cent  ii 
interest  at  which  those  people  get  their  money,  and  the  ordinary  commercial  i 
I  am  told,  is  as  high  there  as  here. 

The  farmer  finds  this  condition--and  here  is  where  your  work  comes  in,  it  seen 
me — ^the  estimate  is  that  the  value  of  the  farm  products  annually  on  the  farm  asM 
to  $9,500,000,000.  Assuming  that  the  farmerB  use  one-third  of  that,  we  have  $6,0 
000^000  as  the  value  of  the  annual  product  of  our  farms,  on  the  farms,  going  to  nuui 
It  IS  estimated  further  that  the  consumers  of  this  country  pay  $13,000,000,000 
those  products,  so  that  we  have  $7,000,000,000  disappearing  annually  between  I 
fann  and  the  breakfast  table.  Part  of  it  is  taken  up  in  transportation:  part  of  it 
taken  up  in  distribution;  and  there.  I  say,  it  seems  to  me^  is  the  problem  to  wiii 
this  league  could  well  address  its  splendid  minds — the  solvmg  of  tnis  as  yet  ubsoH 
problem  of  distribution  in  this  country. 

What  is  the  best  way?  The  farmer,  of  course,  can  not  take  his  product  to  the  a 
Bumer.  He  can  not  do  that  to  any  considerable  extent,  at  least;  he  can  not  get 
touch  with  the  market  places,  but  he  can  get  in  touch  with  honorable  men  like  ya 
selves,  who  can  help  save  him  money  on  his  transportation ;  who  can  get  the  best  piv 
for  his  products;  and  who  can,  with  him,  and  with  the  means  you  can  comnii 
enable  some  of  that  $7,000,000,000  a  year  to  go  to  benefit  the  consumers  of  the  coi 
try,  and  some  to  benefit  the  producers  of  the  country  at  the  same  time. 

A  tremendous  amount  of  money  for  the  farmers,  owing  $6,000,000,000.  We< 
not  comprehend  what  it  is.  You  may  get  an  idea  of  it  by  this  illustration:  111 
have  been  just  about  1,000,000,000  minutes  since  the  birth  of  Christ,  so  that 
farmers  of  this  country  now  owe  $6  for  every  minute  of  the  Christian  era.  You  u 
relieve  that  situation. 

And  here  is  what  the  President  says,  in  his  powerful  address  delivered  on  the  2 
December  to  both  Houses  of  ('ongress: 

"I  present  to  you,  in  addition,  the  lugent  necessity  that  special  provision  be  d 
also  for  facilitating  the  credits  needed  by  the  farmers  of  the  country.  The  pen 
currency  bill  does  the  farmers  a  great  8er\4ce.  It  puts  them  upon  an  equal  fo( 
with  other  business  men  and  masters  of  enterprise,  as  it  should;  and  upon  its  pai 
they  will  find  themselves  quit  of  many  of  the  difficulties  which  now  hamper  tne 
in  the  field  of  credit.  The  farmers,  of  course,  ask  and  should  be  given  no  sp 
privilege,  such  as  extending  to  them  the  crdit  of  the  Government  it^lf .  What 
need  and  should  obtain  is  legislation  which  will  make  their  own  abundant  and 
stantial  credit  resources  available  as  a  foundation  for  joint,  concerted  local  acti< 
their  own  behalf  in  getting  the  capital  they  must  use.  It  is  to  this  we  should 
address  ourselves. 

''It  has,  singularly  enough,  come  to  pass  that  we  have  allowed  the  industry  o 
fetrms  to  lag  benind  the  other  activities  of  the  country  in  its  development.  I  nee( 
stop  to  tell  you  hoT^  fundamental  to  the  life  of  the  Nation  is  the  production  of  its 
Oiur  thoughts  may  ordinarily  be  concentrated  upon  the  cities  and  the  hives  of  indu 
upon  the  cries  of  the  crowaed  market  place  and  the  clangor  of  the  factory,  but 
from  the  quiet  interspaces  of  the  open  valleys  and  the  free  hillsides  that  we  dra^ 
sources  of  life  and  of  prosperity — from  the  farm  and  the  ranch,  from  the  forest  an< 
mine.  Without  these  every  street  would  be  silent,  every  office  deserted,  every  fan 
fallen  into  disrepair.  And  yet  the  farmer  does  not  stand  upon  the  same  footing 
the  forester  and  the  miner  in  the  market  of  credit.  He  is  the  servant  of  the  sea 
Nature  determines  how  lon^  he  must  wait  for  his  crops  and  will  not  be  hurried  h 
processes.  He  may  give  his  note,  but  the  season  of  its  maturity  depends  upoi 
season  when  his  crop  matures — lies  at  the  gates  of  the  market  where  his  product 
sold.  And  the  security  he  gives  is  of  a  character  not  known  in  the  broker's  office 
familiarly  as  it  might  be  on  the  coimter  of  the  banker. 

* '  The  Agricultural  Department  of  the  Government  is  seeking  to  assist  as  never  b 
to  make  farming  an  efficient  business,  of  wide  cooperative  effort,  in  quick  touch 
the  markets  for  foodstuffs.  The  farmers  and  the  Govermnent  will  henceforth  ' 
together  as  real  partners  in  this  field,  where  we  now  be^in  to  see  our  way  very  ch 
and  where  many  intelligent  plans  are  already  being  put  into  execution.  The  Trea 
of  the  United  States  has,  by  a  timely  and  well-considered  distribution  of  its  depc 
facilitated  the  moving  of  the  crops  in  the  present  season  and  prevented  the  scarci' 
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>le  funds  too  often  experienced  at  such  times.  But  we  must  not  allow  ourselves 
end  upon  extraordinary  expedients.  We  must  add  the  means  by  which  the 
may  make  his  credit  constantly  and  easily  available  and  command  when  he 
e  capital  b^  which  to  support  and  expand  nis  business.  We  lag  behind  many 
;reat  coimtnes  of  the  modem  world  in  attempting  to  do  this,  ^ratems  of  rural 
have  been  studied  and  developed  on  the  other  side  of  the  water  while  we  left 
mers  to  shift  for  themselves  in  the  ordinary  money  market.  You  have  but  to 
>out  you  in  any  rural  district  to  see  the  resiut,  the  handicap  and  embarrassment 
have  been  put  upon  those  who  produce  our  food. 

Qflcious  of  this  backwardness  ana  n^lect  on  our  part,  the  Congress  recently 
ized  the  creation  of  a  special  commission  to  study  the  various  systems  of  rural 
which  have  been  put  into  operation  in  Euroi>ey  and  this  commission  is  already 
ed  to  report.  Its  report  ought  to  make  it  easier  for  us  to  determine  what  methods 
» best  suited  to  our  own  farmers.  I  hope  and  believe  that  the  committees  of  the 
!  and  House  will  address  themselves  to  this  matter  with  tiie  most  fruiliul  results, 
believe  that  the  studies  and  recently  formed  plans  of  the  Department  of  Agri- 
3  may  be  made  to  serve  them  very  ^eatly  in  their  work  of  framing  appropriate 
iequate  legislation.  It  would  be  indiscreet  and  presumptions  m  anyone  to 
tize  upon  so  great  and  many-sided  a  question,  but  I  feel  confident  that  common 
1  will  produce  the  results  we  must  all  desire.'' 

t  is  the  position  of  the  President.  Bills  have  been  prepared.  I  submitted  one 
igust,  and  that  was  referred  to  a  committee;  but  I  am  not  so  wedded  to  it  that  I 
t  perfectlv  willing  to  take  any  other  measure  that  will  bring  about  this  relief, 
easure  will  provide  for  the  establishment  of  a  system  of  farm-land  banks,  whereby 
mer  can  get  financial  accommodation  for  productive  purposes  on  long  term, 
low  rate  of  interest  and  with  the  privilege  of  reducing  the  principal  by  small 
nts  as  he  pays  his  interest.  For  instance,  if  he  gets  a  loan  at  4}  per  cent  and 
}  per  cent  semiannually,  he  will  pay  off  and  discharge  the  entire  debt  in  25 

,  gentlemen,  I  want  to  appeal  to  you  as  intelligent  business  men,  who  want  to 
I  country  prosper  and  grow,  as  it  should  and  as  it  will  in  spite  of  hampered  con- 
I,  do  not  you  favor  a  proposition  like  that?  If  vou  do,  do  not  vou  think  it  is 
while  to  indorse  it  by  some  resolution  which  would  have  its  weight  in  Congress? 
c  it  will  help  if  you  will  favorably  consider  it. 

ve  in  as  condensed  way  as  possible  endeavored  to  outline  the  origin  of  this 
lent  and  the  extent  and  scope  of  it  and  to  indicate  how  this  great  economic 
m  of  rural  credits  ought  to  be  dealt  with.  The  Federal  reserve  act  does  not  and 
lot  be  made  to  meet  the  situation.  No  strictly  commercial  banking  system  can. 
ilementary  system  is  required.  The  Fedend  reserve  act  goes  as  far  as  safety 
permit.  But  under  the  privilege  to  loan  on  farm  lands  not  over  $200,000,000 
be  available.  This  amount  would  be  decidedly  inadequate  to  serve  the  in- 
of  agriculture.  The  rediscounting  privile^  is  so  restricted  as  to  be  of  somewhat 
un  value  and  surely  is  insufficient.  A  wise  system  of  agricultural  credit  will 
>tedly  be  a  highly  effective  instrument  of  economic  and  social  conservation, 
going  to  leave  the  subject  with  you  with  this  further  thought: 
and  might  take  first  place  in  the  naval  world,  Germany  might  take  first  place  in 
litary  world,  but  the  United  States  takes  first  place  m  the  commercial  world, 
lat  is  more  important  than  the  other  two,  for  the  simple  reason  that  peace  lasts 
than  war.  And  that  nation  which  is  in  that  position,  supreme  in  its  commerce 
I  trade,  is  in  position,  without  bullying,  to  dictate  in  pneace  or  in  war.  Its 
I  is  trade,  and  it  will  not  likely  need  any  other.  That  nation  which  produces  a 
I  of  the  prime  necessities  of  life,  which  other  nations  must  come  to  it  toget  or 
j;ry  and  naked,  is  in  position  of  supreme  powe]^— and  that  nation  is  the  United 
8o  long  as  that  condition  continues  her  position  is  assured  while  civilization 
s. 

ator  Fletchee.  In  that  connection,  Mr.  Chairman,  I  would 
)  say  that  the  minority  views  of  certain  members  of  the  Ameri- 
iinmission  will  be  printed  as  a  part  of  Senate  Document  261,  and 
>e  found  there,  i  find  that  I  have  not  a  corrected  copy  of  the 
ity  views  available;  and  it  will  hardly  be  practicable  to  get  it  in 
o  have  it  inserted  in  this  record. 

Btve  here  a  table,  prepared  by  Dr.  A.  L.  Butt,  of  Adairville, 
ivhich  may  be  of  interest  in  this  connection.  It  is  called 
rtization  tabic,"  which  he  says  is  the  result  of  a  study  of  years 


Digitized  by 


Google 


36 


BURAL   CREDITS. 


on  this  subject;  and  it  gives  the  idea  pretty  clearly  what  is 

bv  the  amortization  feature  in  these  mortgages  according  to  \a$ 

plan. 

Senator  Hollis.  Without  objection,  that  will  be  incorporated  in 
the  record. 

(The  paper  referred  to  is  as  follows:) 

Amortization  table  for  note  or  bond  of  f  1,000. 
[Rate  of  interest,  4^  per  cent;  annual  payment,  $67,439;  time,  25  years  1 


Principal 

Total 

Unpaid 
principal 
at  end  of  1 
eachysar 
orperlod. 

Year. 

1 

Principal. 

Interest. 

retired 
each  year 
or  period. 

$22.44 

tired  up  to 

end  of  each 

year  or 

period. 

$1,000.00 

$46.00 

$22.44 

$977.66 

2 

977.66 

43.99 

23.45 

46.89 

964.11 

3 

954.11 

42.03 

24.60 

70.39 

929.61 

4 

929.61 

41.83 

25.60 

96.99 

904.01 

5 

904.01 

40.68 

26.76 

122.75 

877.25 

6 

877.25 

39.48 

27.96 

150.71 

849.29 

7 

849.20 

38.22 

29.22 

179.93 

820.07 

8 

820.07 

36.90 

30.64 

210.47 

789.68 

9 

780.63 

36.53 

31.91 

242.38 

767.62 

10 

757.62 

34.09 

33.35 

276.73 

724.27 

11 

724.27 

32.59 

34.85 

310.58 

689.42 

12 

689.42 

31.02 

36.41 

346.99 

663.01 

13 

653.01 

29.39 

38.05 

386.04 

614.96 

14 

614.96 

27.67 

39.77 

424.81 

576.19 

15 

675. 19 

25.88 

41.56 

466.37 

633.63 

16 

633.63 

24.01 

43.43 

500.80 

490.20 

17 

490.20 

22.06 

45.38 

656.18 

444.82 

18 

444.82 

20.02 

47.42 

602.60 

397.40 

19 

397.40 

17.88 

49.56 

652.16 

347.84 

20 

347.84 

15.65 

51.79 

703.95 

296.06 

21 

296.05 

13.32 

64.12 

758.07 

241.93 

22 

241.93 

10.89 

56.56 

814.62 

185.38 

23 

185.38 

8.34 

59.10 

873.72 

126.28 

24 

126.28 

6.68 

61.75 

936.47 

64.63 

25 

64.53 

2.90 

64.63 

1,000.00 

0) 

1,000.00 

1  Nothing. 

Senator  Fletcher.  Some  of  the  results  which  may  reasonably  be 
expected  to  follow  from  the  proposed  legislation  may  be  given  as — 

(1)  Supplying  those  engaged  in  agricultural  pursuits  with  capital 
for  the  development  and  improvement  of  the  industry. 

(2)  Affording  financial  faciUties  for  temporary  needs  to  increase 
production  and  obtain  supplies. 

(3)  To  make  available  tne  credit  resources  of  farmers  for  produc- 
tive purposes,  for  acquiring  homes,  and  for  refunding  existing  in- 
debtedness, all  at  much  more  favorable  rates  of  interest  and  on  teims 
adapted  to  the  nature  of  the  industry. 

(4)  To  hold  in  the  community  the  money  made  there,  and  afford 
depositories  where  savinjgs  can  be  kept  and  put  in  circulation.  It  is 
claimed,  for  instance,  that  80  per  cent  of  the  farm-land  bonds  in 
Saxony  are  held  by  residents. 

(5)  To  brin^  outside  capital  to  places  where  it  is  needed.  Mr. 
Lubin  states  tnat  the  land-mortgage  bonds  in  Germany  are  quoted 
as  high  and  find  as  ready  a  market  as  the  Government  bonds.  Per- 
haps this  varies.  In  some  localities  they  are  not  so  high  and  are  not 
in  such  good  demand,  but  in  some  instances  I  think  they  are  even 
higher. 


Digitized  by 


Google 


BUBAL   GBEDIT8.  37 

(6)  Enable  the  farmer  to  use  the  credit  which  he  should  have, 
ecause  of  abundant  resources,  which,  under  present  conditions,  he 
Btfi  oft^n  avail  himself  of,  if  at  all,  only  at  a  ruinous  cost. 

(7)  Introduces  at  a  vital  point  the  tremendously  valuable  principle 
F  cooperation  into  our  rural  life. 

(8)  Induce  organization  among  our  farmers  in  their  own  interests 
nd  lead  to  self-help,  independence,  and  self-reliance. 

(9)  Tend  toward  solving  the  problem  of  economic  distribution,  and 
enefit  both  the  producer  and  consumer. 

(10)  If  the  French  farmer  can  get  the  money  he  needs  at  3^  per 
ant  and  the  German  farmer  at  4  per  cent,  there  is  no  good  reason  why 
ur  farmers  should  pay  8  to  24  per  cent,  and  the  principle  funda- 
lental  to  all  mortgage  banks  of  Europe  is  the  one  proposed  here, 
istinguishing  farm-land  banks  from  commercial  banks — (1)  the  issue 
F  bonds  based  on  the  collective  value  or  security  of  many  individual 
mortgages  on  real  estate;  and  (2)  compulsory  amortization — all  under 
-ovemment  supervision. 

(11)  Tenants  will  become  owners. 

■  (12)  Agriculture  wUl  become  more  remunerative  and  rural  life 
tore  attractive;  good  roads,  telephones,  rural  free-dehvery  mail, 
Dcial  life,  improved  machinery  when  needed,  broader  markets, 
itensive  cultivation  when  advisable,  education,  will  all  be  advanced 
y  the  general  increase  of  facilities  and  betterment  of  conditions. 

If  you  have  further  time,  Mr.  Chairman,  perhaps  it  would  be  better 
:^  occupy  it  by  questions  and  answers. 

Senator  Hollis.  Senator  Fletcher,  I  would  like  to  ask  you  one  or 
wo  questions  and  the  others  very  likely  do  also. 

Do  you  think  it  is  advisable  at  this  session  to  attempt  anythinff 
lore  along  the  lines  you  have  indicated  than  the  rural  credits  billl 
liat  is,  do  you  think  we  had  better  attempt  any  legislation  looking 
0  a  cooperative  credit  system  ? 

Senator  Fletcher.  Well,  I  will  say  frankly,  Mr.  Cliairman,  my 
tnpression  at  first  was,  and  that  I  attempted  to  do  in  Senate  bill 
909,  to  provide  for  both  the  long-term  land-mortgage  credit  and 
he  personal  or  short-term  credit  features  in  one  bill.  Our  commish 
ion  tJiiought  it  not  wise  to  do  that,  and  I  finally  became  convinced 
hat  if  both  were  attempted  perhaps  it  was  better  to  have  them  in 
eparate  measures,  and  the  more  1  went  into  the  subject  and  con- 
Brred  witli  my  associates,  particularly  the  subcommittee.  Congress* 
tian  Moss  and  Dr.  Coulter,  while  we  were  engaged  in  preparing  ibiB 
eport,  Document  380,  the  more  I  became  impressed  with  the  notion 
hat  the  present  system,  probably,  and  especially  after  the  passage 
•f  the  Federal  reserve  act,  and  our  country  banks  as  they  are  organ- 
sed  now,  had  better  be  left  to  take  care  of  that  personel  credit 
sature;  and  I  felt  that  the  country  banks  might  oppose,  in  the  first 
»lace,  legislation  along  that  Une,  and  their  opposition  would  count 
iretty  heavily  against  us.  And  then  I  believe  the  country  banks — 
nd  what  I  have  said  I  did  not  mean  at  all  to  appear  as  criticizing 
he  banks,  any  of  them,  either  State  or  National,  and  what  sugges- 
ions  I  have  made  in  that  direction  as  showing  the  system  to  be  insuffi- 
ient  to  meet  the  needs  of  apiculture,  is  not  a  criticism  at  all,  in 
act,  but  it  is  a  statement  of  fact  regardu^  the  svstem,  and  what 
lust  obtain  under  a  commercial  system.  'Die  banks  have  done  the 
test  they  could,  no  doubt,  and  it  may  be  that  the  local  banks  now, 
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especially  with  tliis  provision  for  rediscount  under  tlie  Federal  reserFi 
act,  will  be  able  to  take  care  reasonably  of  tliat  personal  or  shoii* 
credit  feature  that  we  will  report  on  a  little  bit  later.  HoweYOTy 
if  we  can  do  it,  I  think  it  would  be  well  to  go  on  with  both  of  ib&m 
measures  now,  as  long  as  we  have  got  the  subject  up;  and  one  some- 
what involves  the  other,  and  a  study  of  one  involves  a  study  of  tin 
other,  I  think,  to  some  extent,  and  one  is  supplemental  of  the  other. 
I  am  inclined  to  think  that  if  we  can  do  so  we  ought. to  proceed  with 
both  of  them. 

Senator  Hollis.  Do  you  not  think  that  the  long-term  feature  and 
the  short-term  feature  ought  to  be  incorporated  in  one  biU,  if  we  can, 
so  as  not  to  have  them  overlap  ? 

Senator  Fletoheb.  I  sav  that  was  my  first  impression,  but  I  have 
rather  changed  my  view  about  that,  and  I  am  inclined  to  think  that 
perhaps  they  ought  to  be  separated. 

Senator  Mollis.  You  would  not  have  separate  banks,  would  you! 

Senator  Fletoheb.  Yes;  separate  banks  and  a  separate  system. 
Of  course,  the  State  banks  that  are  now  existing  could  perhaps  reor- 

fanize  or  come  in  under  that  sort  of  a  system,  but  the  idea  woidd 
e  under  that  system  personal  or  short-term  credit  banks  would  be 
organized  in  various  conununities,  wherever  they  are  needed,  by  10 
or  more  farmers  getting  together.  Perhaps  the  capital  need  not  be 
over  $2,000  or  $3,000  to  meet  local  needs.  Then,  after  a  certain 
number  of  these  banks  are  organized,  they  should  be  tied  up  with 
some  central  bank — we  call  it  '^central,"  although  that  is  not  a  very 
popular  name;  you  might  call  it  a  "federated''  bank — in  the  State 
where  these  banks  are  organized,  and  that  bank  would  become  a 
member  bank  of  the  Federal  reserve  system,  and  in  that  way  the 
farmers'  bank  is  tied  up  with  the  present  Federal  reserve  system. 
Of  course  with  a  number  of  banks  in  the  State,  the  federat<ed  banL 
representing  all  these  banks  and  created  by  these  local  banks  would 
have  a  capitalization  of  $25,000  or  more,  so  that  it  would  be  entitled 
to  become  a  member  under  the  present  act. 

Mr.  Platt.  Would  you  have  to  amend  the  Federal  reserve  act  in 
order  to  allow  that  to  be  done  ? 

Senator  Fletoheb.  Would  we  have  to  do  that  ? 

Mr.  Platt.  Does  the  Federal  reserve  act  not  provide  that  no 
member  bank  can  give  the  privileges  of  this  system  to  any  non- 
member  bank,  at  the  present  time? 

Senator  Fletoheb.  Well,  this  central  bank  would  be  entitled  to 
membership,  entitled  to  become  a  member  of  that  system.  It  dooe 
not  need  to  make  all  of  these  local  banks  members  at  all,  but  the 
local  banks  will  do  business  through  that  central  bank.  I  hardly 
think  it  would  be  necessary  to  amend  the  Federal  reserve  act. 

Mr.  Platt.  I  supposed  the  purpose  of  that  provision  in  the  Fed- 
eral reserve  act  was  just  exactly  that,  to  prevent  any  member  bank 
trom  allowing  nonmember  banks  to  do  ousiness  with  the  Federal 
reserve  system  through  anj^  member  bank. 

y  Senator  Hollis.  They  might  make  loans  directly,  while  they  would 
not  be  entitled  to  the  discount.  I  think  it  could  be  worked  out  that 
way. 

Senator  Fletoheb.  Yes.  We  have  not  fully  agreed  on  the  recom- 
mendations regarding  personal  credits  yet.  We  have  not  finished 
our  report,  and  there  may  be  things  that,  of  course,  we  will  have  to 
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aake  harmonize  with  the  present  act.  I  am  not  sure  that  we  would 
lave  to  amend  it  in  any  way.  That  is  just  what  we  had  in  mind  in 
^ference  to  these  personal-credit  banks,  to  have  them  organized  by 
armors,  and  then  the  banks  themselves  organize  a  mam  bank,  a 
arger  bank,  with  larger  capital,  in  the  same  State,  and  that  that  bank 
might  become  a  member  of  the  Federal  reserve  system. 

Mr.  Bbown.  Senator,  would  not  the  mortgages  securing  the  long 
term  loans  be  prejudicial  and  destroy  the  security  of  the  borrower 
more  than  the  short-term  loan?  That  is,  would  it  not  affect  his 
credit  ?     What  security  is  offered  in  your  bill  for  the  short-term  loans  ? 

Senator  Fletcher.  We  would  not  loan  on  real  estate  at  all. 

Mr.  Brown.  I  see. 

Senator  Fletcher.  It  would  be  the  indorsement  on  the  paper  by 
members.  These  banks  would  do  business  with  the  members  of  the 
bank  entirely  and  would  not  loan  on  real  estate. 

Mr.  Brown.  No,  but  the  borrower,  having  put  in  his  real  estate  to 
secure  the  long-term  loan,  as  security  to  secure  a  long-term  loan, 
would  not  that  affect  his  credit  in  securing  a  short-term  loan,  because 
his  property  was  already  mortgaged  ? 

Senator  "Fletcher.  I  do  not  think  so.  I  think,  on  the  other 
hand,  if  his  long-term  loan  was  rather  in  the  nature  of  an  investment, 
as  we  believe  it  would  become,  where  the  terms  were  such  as  he 
ou^ht  to  have,  he  would  be  in  better  position  to  pay  off  his  personal 
obligations  than  if  he  did  not  have  the  long-term  loan. 

Senator  Owen.  He  would  have  a  productive  property,  in  your 
opinion,  from  which  he  could  make  the  arrangements  necessary  to 
pay  a  snort-term  loan  ? 

Senator  Fletcher.  Exactly. 

Ifr.  Hayes.  Senator,  I  judge  from  your  statement  that  you  regard 
the  long-term  loan  as  vastly  more  important  than  the  short  term  ? 

Senator  Fletcher.  I  do. 

Mr.  Hates.  Let  me  ask  you  another  question:  Do  you  think  it 
would  be  an  easy  matter  to  induce  cooperative  banking,  along  the 
Ernes  in  operation  in  Europe,  among  the  farmers  of  tms  country? 
Do  you  not  think  it  is  going  to  take  a  good  deal  of  time  and  a  lot  of 
education  ? 

Senator  Fletcher.  I  think  that  is  very  largely  true,  Hr.  Hayes. 
I  think  it  is  going  to  take  time.  It  took  nearly  40  years  to  establish 
the  83rstem  in  Europe,  I  believe. 

Mr.  Hayes.  Therefore  it  follows  that  your  suggestion  that  the 
system  should,  if  possible,  be  kept  separate,  and  perhaps 

S^iator  Fletcher  (interposing).  Yes,  and  that  is  another  point 
In  favor  of  keeping  them  separate,  I  think. 

Mr.  Hayes.  Yes. 

Senator  Fletcher.  We  provide  in  this  bill  we  have  introduced, 
^ou  know,  for  a  cooperative  feature  ? 

Mr.  Hayes.  Yes,  I  know. 

Mr.  Woods.  Senator,  how  about  the  expenses  in  running  two 
lystems  compared  to  the  overhead  expenses  in  case  that  they  were 
united;  would  it  not  be  larger? 

Senator  Fletcher.  It  seems  to  me  so,  and  that  was  one  reason  I 
Irst  thought  that  thej  ought  to  be  contained  in  the  same  measure; 
>Qt  I  am  a  little  afraid  that  the  expenses  of  supervision  under  the 
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two  separate  systems  will  be  greater  than  they  would  be  under  one 
system. 

Mr.  Hayes.  Would  it  be  absolutely  necessary  that  there  should  be 
two  supervisions? 

Senator  Fletcher.  We  will  have  to  provide  for  supervision,  of 
course. 

Mr.  Hayes.  Yes,  supervision;  but  the  same  officials,  the  same 
head,  could  supervise  both  systems. 

Senator  Fletcher.  Yes,  that  may  be.  But  that  was  one  thought 
that  I  had  on  the  subject,  that  we  were  going  to  run  into  expenses 
by  having  two  systems;  but  I  do  not  know  that  that  would  neces- 
sarily follow. 

Mr.  Hayes.  I  do  not  think  it  need  to. 

Mr.  Woods.  Awliile  ago  I  understood  you  to  suggest  that  the  plan 
proposed  by  the  commission's  report  is  the  same,  practically,  as  the 
plan  now  in  force  in  foreign  countries. 

Senator  Fletcher.  Well,  no;  I  would  not  say  that.  It  is  really 
an  American  plan.  It  is  different  from  any  other.  It  is  neither  the 
Landschaften,  nor  is  it  the  Schulze-DeUtzsch,  nor  is  it  the  Credit 
Foncier,  but  we  have  got  some  ideas  from  all  of  them. 

Mr.  Woods.  Do  you  propose  any  Government  aid  in  any  way  ! 

Senator  Fletcher.  No;  none  at  all. 

Mr.  Woods.  Is  there  any  other  Government  that  has  established 
such  a  system  that  does  not  get  Federal  aid  in  some  form  or  other  f 

Mr.  Hayes.  The  Landschaften  does  not. 

Senator  Fletcher.  A  great  many  of  them  do  not  have  GJovemr 
ment  aid. 

Mr.  Woods.  Take  the  two  classes  of  loans,  in  some  form  or  other^ 
do  they  not  get  Government  aid  ? 

Senator  Fletcher.  Under  the  French  system  there  is  Government 
aid,  and  in  some  States  in  Germany  there  is  to  some  extent  Govern- 
ment aid,  but  that  does  not  obtain,  as  you  suggest,  Mr.  Hayes,  in  thfr 
Landschaften  system. 

Mr.  Hayes.  In  the  French  system.  Senator,  the  Government  aid 
is  not  extensive.  It  only  amounts  to  something  like  $2,000,000^ 
except  the  deposits — the  Government  carries  deposits. 

Senator  Fletcher.  Yes;  about  $2,000,000,  I  think. 

Mr.  Hayes.  That  is  all;  nothing  serious. 

Mr.  Woods.  The  deposits  are  an  aid,  are  they  not  ? 

Mr.  Hayes.  Sometimes.  Sometimes  they  are  not.  They  are  not 
steady,  of  course. 

Senator  Fletcher.  Here  we  provide  for  exemption  from  taxation, 
double  Uability  of  stockholders,  we  urovide  for  Government  super- 
vision. Each  one  of  these  banks  will  have  a  fiduciary  agent  of  the 
Government,  having  joint  control  of  the  mortgages  that  are  the  foun- 
dation of  the  bond,  and  in  that  way  the  Government  supervises  the 
operation  of  the  system. 

Mr.  Woods.  Do  you  think  that  exemption  from  taxation  is  a 
proper  plan  ? 

Senator  Fletcher.  I  do.     I  think  that  is  very  important. 

Senator  Hollis.  Senator  Fletcher,  do  you  think  oi  anything  fur- 
ther that  you  want  to  add  before  any  general  questioning  ? 

Senator  Fletcher.  No;  I  do  not  know  of  anything  further. 
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Senator  Holus.  Mr.  BuUdey,  have  you  anything  especially  you 
would  like  to  ask  the  Senator? 

Mr.  BuLKLEY.  No;  I  do  not  care  to  question  him  now. 

Senator  Holus.  Is  there  anyone  else  who  wants  to  ask  the  Senator 
some  questions? 

Senator  Fletcheb.  This  subject  is  quite  fully  covered  in  this 
report,  Senate  Document  380. 

Mr.  Weaveb.  I  want  to  ask  a  few  questions. 

Where  is  the  money  coming  from  to  establish  this  system  of  banks  ? 
I  mean,  suppose  that  it  seems  to  be  a  good  proposition  for  people  to 
invest  money  in  bank  stock,  there  is  no  provision  of  any  kind  for 
Government  aid.  Now,  the  Federal  reserve  bank  system  does  make 
a  contingent  provision  for  Grovemment  aid.  For  instance,  it  pro- 
vides that  if  this  system  of  banks  is  not  inviting  enough  for  them  to 
come  into  it,  and  a  sufficient  nimxber  do  not  come  into  it  to  establish 
the  system,  the  Grovemment  itself  shall  buy  the  stock,  shall  take 
the  stock,  and  individuals  may  subscribe  to  the  stock.  Is  that 
not  correct.  Senator  Owen,  that  individuals  may  subscribe  to  the 
stock  if  the  different  national  banks  can  not  or  do  not  go  into  it  on 
a  scale  large  enough  to  establish  it  and  then  if  the  banks  of  the  coim- 
try  and  individuals  do  not  furnish  enough  monev  to  buy  the  stock, 
that  then  the  Grovemment  itself  will  buy  the  stock?  What  would  be 
the  objection  of  a  system  or  proposition  of  contingent  Grovemment 
aid;  that  is,  Grovemment  aid  depending  upon  the  fact  that  if  it  does 
not  appear  attractive  enough  for  outside  capital  to  invest  in  it  and 

S've  it  a  start  and  make  it  a  success,  what  is  the  objection  to  the 
ovemment  helping  establish  a  system  of  aOTicultural  credit? 
While  I  do  not  believe  in  giving  special  favors  to  uie  farms  or  special 
benefits  to  any  class,  they  certainly  ought  to  be  on  the  same  basis  of 
Grovemment  favoritism  as  commercial  banks,  it  seems  to  me. 

Senator  Hoixis.  If  you  will  pardon  me,  Senator,  I  can  clear  up 
the  Federal  reserve  act  pairt  of  that.  I  was  responsible  for  that 
myself,  having  the  Government  take  stock  in  case  the  banks  did  not 
take  it  and  the  pubhc  did  not  take  enough  to  make  it  workable.  I 
did  not  do  it  with  any  idea  that  the  Government  would  do  it,  but 
merely  to  show  the  banks  that  we  meant  business,  and  if  they  kept . 
their  talk  about  staving  out  we  were  going  to  put  it  through  anv- 
how.  I  do  not  think  it  is  altogether  defensible,  out  it  seemed  to  be 
a  good  thing  to  do,  a  politic  tmng  to  do,  perhaps,  at  that  time,  and 
I  should  be  sorry  to  have  that  provision  of  the  Federal  reserve  act 
made  an  argument  for  doin^  the  same  thing  here,  although  I  think 
likely  it  will  turn  out  to  be  me  best  thing  to  do.  But  I  want  to  say 
that  I  was  responsible  for  it,  and  I  did  not  do  it  with  any  idea  that  it 
would  ever  be  availed  of.     I  do  not  think  it  will  be. 

Mr.  Weaveb.  I  think  that  is  one  of  the  most  salutary  provisions 
in  the  entire  bill. 

Senator  Hollis.  I  thought  it  was  fair  to  Senator  Fletcher  to  ex- 
plain that.    I  would  be  very  glad  to  hear  his  views. 

Senator  Fletcheb.  Of  course,  in  answering  the  first  part  of  the 

Suestion,  where  the  money  is  to  come  from  to  start  these  banks, 
tiey  are  all  share  banks.  That  is,  they  are  not  merelv  and  purely 
cooperative  institutions,  you  imderstand,  but  the  stock  is  sold  and 
the  proceeds  of  the  stock  become  the  capital  upon  which  they  do 
business,  and  that  is  where  the  money  comes  from. 
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Senator  Owen.  The  situation,  I  think,  that  Mr.  Weaver  had  in 
view,  probably  was  that  if  the  stock  did  not  find  a  market,  then 
what? 

Senator  Fletcher.  Well,  I  see.  Of  coiuse  if  they  can  not  sell  the 
stock  they  can  not  organize  the  bank.    That  is  all  there  is  to  that. 

Senator  Hollis.  It  is  just  like  starting  a  cooperative  creamery. 
Unless  the  public  spirit  is  strong  enough  in  the  "community,  if  the 
community  does  not  need  it  enough  so  that  someone  is  wiUiJ^  to 
take  the  risk  and  furnish  the  money,  they  can  not  have  it.  Tnen, 
Mr.  Weaver^s  idea  is  whether  you  think  it  would  be  advisable  for  the 
Government  to  do  it. 

Senator  Fletcher.  I  do  not  feel  inclined  to  have  the  Govern- 
ment have  any  more  to  do  with  it  than  simply  supervise  it. 

Mr.  Platt.  If  the  Government  should  do  that,  they  would  fall  in 
line.  It  would  have  a  tendency  to  make  the  banks  fall  in  line 
whether  they  want  to  or  not. 

Senator  Fletcher.  Yes.  I  am  rather  opposed  to  Government 
aid.  I  do  not  think  they  ought  to  fall  back  on  the  Government  at 
all.  I  am  a  great  beUever  in  the  principle  of  self-help  and  self-reli- 
ance, and  I  beheve  the  farmers  can  organize  these  banks  where  they 
need  them,  and  they  will  do  it  because  they  have  the  resources  to 
do  it  with. 

Mr.  Hayes.  I  think  th6y  will  too. 

Mr.  Seldomridoe.  What  is  the  smallest  capital  ? 

Senator  Fletcher.  $10,000. 

Mr.  Seldomridoe.  And  with  a  capital  stock  of  $10,000,  what 
would  be  the  loaning  power  ? 

Senator  Fletcher.  Fifteen  times  that. 

Mr.  Seldomridoe.  Fifteen  times  ? 

Senator  Fletcher.  Fifteen  times. 

Mr.  Seldomridoe.  At  $150,000? 

Senator  Fletcher.  They  could  issue  bonds  to  that  amount. 

Mr.  Seldomridoe.  To  tne  amount  of  $150,000? 

Senator  Fletcher.  Yes. 

Mr.  Seldomridoe.  What  interest  would  these  bonds  bear? 

Senator  Fletcher.  Well,  of  course,  that  depends.  The  mort- 
gage shall  not  draw  more  than  1  per  cent  more  than  the  bonds.  That 
1  per  cent  is  to  be  the  maximum  for  administration  purposes. 

Mr.  Seldomridoe.  Do  you  think  it  would  be  possible  to  provide 
by  legislation  for  an  equalization  of  interest  throughout  the  country, 
or  do  you  look  for  it  to  be  diflFerent  ? 

Senator  Fletcher.  I  look  for  a  different  interest  charge.  In  this 
bill  we  provide  for  the  banks  in  each  State,  and  the  bank  of  one  State 
is  limited  to  that  territory  for  its  business;  it  can  not  do  business  in 
another  State.  That  is  because  of  the  different  State  laws  regarcUng 
registration,  regarding  titles,  regarding  foreclosure  proceedings,  re- 
garding exemptions,  taxes,  and  all  that  sort  of  thing.  We  have  to 
have,  I  think,  the  bank  in  one  State  confined  to  business  in  that  State, 
and  the  bonds  to  be  issued  will  be  bonds  from  that  State,  you  know. 
I  should  think  perhaps  that  the  interest  rate  wiU  vary  in  different 
States.  I  do  not  thmk  we  can  expect  that  the  same  interest  wiU 
obtain  all  over  the  country.  Eventually,  however,  let  me  say.  I 
believe  that  this  rate  of  interest  wiU  become  largely  equalized  oe- 
cause  if,  for  instance,  in  your  State  you  have  to  sell  your  bonds  at  6 
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per  cent,  and  in  another  State,  like  Illinois,  for  instance,  4  per  cent, 
naturally  the  Illinois  bonds  will  not  find  the  market  that  tne  6  per 
cent  bonds  will,  but  eventually  there  is  going  to  be  a  sort  of  equaliza- 
tion. 

Mr.  Seldombidoe.  The  point  I  have  in  mind  is  this,  will  the  ten- 
dency be  to  raise  the  price  of  bonds  in  the  States  where  the  lower 
rates  of  interest  prevail  or  will  it  be  the  tendency  to  bring  down  the 

f ►rices  of  bonds  in  the  States  where  the  higher  interest  woifld  prevail? 
n  other  words,  if  the  farm  bonds  in  Colorado  are  selling  at  say  6  per 
cent,  and  Illinois  bonds  selling  for  4  per  cent,  would  there  not  be  a 
tendency  to  raise  the  Illinois  bonds,  and  would  they  not  be  obliged 
to  increase  the  rate  of  interest  in  these  States  where  the  lower  rates 
prevail  in  order  to  find  a  market  for  their  bonds  ? 

Senator  Fletcheb.  I  do  not  think  that.  I  think  the  tendency 
will  be  the  other  way,  to  lower  the  rates  everywhere,  because  these 
bonds,  according  to  the  experience  in  European  coimtries — and  we 
have  every  reason  to  beUeve  that  will  be  the  case  here — ^will  be 
found  safe  investments,  absolutely,  and  the  people  will  want  them, 
and  the  local  people  are  going  to  take  them  largely. 

Mr.  Seldombidge.  Of  course  a  higher  rate  of  mterest  will  natur- 
ally prevail  in  all  the  States  where  mere  is  less  development  of  farm 
property  and  where  the  farms  may  not  be  quite  so  secure. 

Senator  Fletcheb.  Where  their  crops  are  more  or  less  uncertain, 
and  where  they  have  drouths,  and  all  that  sort  of  thing,  it  may  be 
they  will  have  a  higher  rate  of  interest  to  pay. 

Mr.  Seldombidoe.  What  will  be  the  security  back  of  these  farm 
bonds ?    What  is  the  security  provided  for? 

Senator  Fletcheb.  Mortgages  on  lands,  appraised  by  competent 
appraisers,  and  the  loans  not  exceeding  50  per  cent  of  tne  appraised 
value.  Fifty  per  cent  of  the  value  of  improved  lands  and  40  per  cent 
of  unimprovea  lands. 

Mr.  Seldombidoe.  With  that  first  mortgage  they  have,  too,  the 
indorsement  of  the  bank  issuing  bonds  ? 

Senator  Fletcheb.  Exactly,  with  the  capital  and  surplus  of  the 
bank  back  of  it,  and  double  liabiUty  of  the  stockholders  and  the 
mortgage. 

Mr.  Seldombidoe.  Then  you  have  also  the  liabihty  of  all  the 
banks  in  that  State — that  is,  other  banks  ? 

Senator  Fletcheb.  No. 

Mr.  Seij)Ombidge.  You  do  not  provide  for  any  system  of  coopera- 
tion of  other  banks;  it  is  merely  the  local  banks? 

Senator  Fletcheb.  Exactly. 

Mr.  Seldombidoe.  Do  you  think  it  would  be  wise  to  extend  that 
liabiUty  beyond  the  individual  bank  and  let  it  take  in  a  group  of 
banks  f 

Senator  Fletcheb.  1  did  think  so  at  first,  and  that  is  how  I  pro- 
vided in  bill  2909,  making  all  these  banks  guarantee  these  bonds,  up 
to  the  central  national  bank,  but  I  do  not  beheve  that  is  necessary 
now. 

Mr.  Hayes.  Would  it  not  be  a  Uttle  hard  to  sell  stock  with  that 
indefinite  and  large  hability? 

Senator  Fletcheb.  Yes.  There  might  be  objection  on  that 
ground.  I  do  not  think  that  would  be  best.  The  more  I  thought 
about  it  and  considered  it,  the  more  I  became  convinced  that  those 
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bonds  ought  to  be  good  issued  bj  the  local  bank,  when  they  hare 
back  of  them  real  estate  worth  twice  as  much  as  the  face  of  the  bond, 
and  when  they  have  the  capital  and  surplus  of  the  bank  and  double 
liability  of  stockholders,  and  when  they  have,  in  addition  to  that, 
the  amortization  feature,  whereby  the  borrower  is  annually  or  semi- 
annuallv  reducing  hisj)rincipal  all  the  while. 

Mr.  SELDOMRroGE.  Do  those  stockholders  have  to  be  residents  in 
the  district  in  which  the  bank  is  located? 

Senator  Fletcheb.  No,  sir. 

Mr.  Seldomridge.  You  do  not  provide  for  the  investment  of  funds 
from  another  State  ? 

Senator  Hollis.  Senator  Fletcher,  I  imagine  this  Government  help 
will  turn  out  to  be  one  of  the  fighting  points  of  this  measure,  whatever 
it  is.  I  would  like  to  lay  a  little  foundation  for  that  at  the  start. 
Of  course  we  realize  that  the  Government  authority  is  limited  by  the 
Constitution  to  fiscal  agents,  and  that  is  all  that  that  has  been  ex- 
tended to,  and  I  would  like  to  have  your  view  as  'to  whether  the 
Government  can  constitutionally  loan  money  directly  to  applicants 
or  invest  money  in  the  shares  of  rural-credit  banks  for  the  purpose  of 
establishing  them.     Has  your  commission  considered  that? 

Senator  Fletcher.  We  have  not  considered  that  particular  point, 
as  I  recall.  I  do  not  think  we  had  that  up.  But  it  is  possible  that 
there  is  no  constitutional  objection  to  it.  The  main  objection  would 
be,  first,  the  objection  that  it  is  very  largely  paternalism  and  class 
legislation  and 

Senator  HoLLis  (interposing).  Subsidy? 

Senator  Fletcher.  Yes. 

Mr.  Weaver.  That  objection,  Senator,  would  apply  to  a  direct 
loan  to  the  farmers.  I  do  not  see  how  a  constitutional  objection  on 
account  of  class  legislation  could  be  presented  as  an  objection  to  the 
Government  establishing  a  system  of  land  banks,  or  cooperative 
banks,  agricultural  credit  banks,  and  putting  Government  money 
into  them,  to  make  them  a  success.  It  was  pointed  out  that  the 
first  national  bank,  the  Hamilton  National  Bank,  was  unconstitu- 
tional, and  Chief  Justice  Marshall  decided  otherwise. 

Senator  Hollis.  I  occupy  a  pecuUar  position  on  class  legislation. 
I  do  not  think  there  is  any  objection  to  class  legislation,  and  1  have  so 
said,  but  constitutionally  I  have  very  grave  doubts  whether  the 
Government  could  invest  money  in  rural  credit  banks  as  a  shareholder. 

Senator  Fletcher.  I  have  not  gone  into  that  question  thoroughly, 
myself,  as  to  the  constitutionaHty. 

'Mr.  Weaver.  I  do  not  want  to  go  on  record  as  being  in  favor  of 
class  legislation,  but  if  we  are  going  to  have  any,  1  would  rather  give 
it  to  the  farmers,  than  to  any  other  class,  as  being  the  most  worthy 
class 

Senator  Hollis.  I  am  in  favor  of  it  at  ])re.sent,  because  I  want  to 
give  it  to  that  very  sort  of  people. 

Senator  Fletcher.  I  think  it  is  very  diHicult  to  nmke  class  legis- 
lation out  of  legislation  that  is  going  to  benefit  the  fanner  and  the 
i^cultural  interests  of  the  country,  because  we  are  universally 
Sected  by  what  affects  the  agricultural  interest.*?  of  the  country 
and  it  seems  to  me  it  would  be  rather  diflicult  to  make  out  a  case  of 
class  legislation.     Still,  that  objection  could   be  urge<i  as  to  that 
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feature,  and  I  do  not  think  it  is  necessary  to  have  Government  aid, 
&nd  I  am  rather  opposed  to  it  as  a  general  proposition. 

Mr.  Platt.  Senator  Fletcher,  in  answer  to  a  question  of  Mr. 
Seldomridge  a  few  minutes  ago  vou  seemed  to  imply  that  it  woidd  be 
impossible  for  capital  outside  oi  a  State  to  go  into  another  State  and 
help  organize  these  banks.  You  did  not  mean  to  say  that,  did  you  ? 
For  instance,  if  I  want  to  invest  my  money  in  a  bank  in  Colorado 
there  is  nothing  in  this  bill  to  prevent  it  ? 

Senator  Fletcher.  Not  as  lar  as  bonds  are  concerned. 

Mr.  Platt.  No;  I  mean  in  the  bank  itself,  its  stock. 

Senator  Fletcher.  My  impression  is  that  we  confined  the  organi- 
zation shareholders  to  residents. 

Mr.  Moss.  No;  it  is  just  a  limitation  on  the  power  of  the  bank  to 
loan. 

Mr.  Platt.  There  is  nothing  to  prevent  eastern  capital  from 
helping  organize  these  banks  in  the  West,  is  there  ? 

Mr.  Moss.  Oh,  yes. 

Senator  Fletcher.  You  are  thinking  of  that  in  connection  with 
the  short  term. 

Mr.  Moss.  I  was  discussing  it  in  regard  to  the  short  term;  but  in 
land  banks  there  is  nothing  in  this  bill  to  prohibit  outside  capital 
from  being  invested  in  the  stock  of  the  bank. 

Senator  Fletcher.  It  was  in  reference  to  the  short-term  personal 
credit  banks  that  we  thought  of  confining  the  shareholders  to  the 
residents,  but  not  as  to  these  land-mortgage  banks.  In  these  share- 
holders may  reside  anywhere. 

Mr.  Woods.  What  great  inducement  is  there  for  people  with  a 
little  money  to  take  stock  in  these  banks  as  proposed  ? 

Senator  Fletcher.  Well,  of  course  the  primary  inducement  is  to 
provide  for  the  needs  of  that  immediate  community.  Do  you  mean 
for  outside  capital  to  come  in  and  take  stock  ? 

Mr.  Woods.  Yes. 

Senator  Fletcher.  Well,  it  is  quite  a  safe  institution. 

Mr.  Platt.  Dividends  equal  to  the  legal  rate  of  interest  in  the 
neighborhood,  and  perhaps  more. 

&nator  Fletcher.  Yes.  The  dividends  may  be  very  good,  and 
probably  would  be ;  and  then  the  bonds  would  De  good  investments. 

Mr.  Vlatt.  You  think  the  dividends  would  be  as  high  as  the  ordi- 
nary banks  would? 

Senator  Fletcher.  I  see  no  reason  why  they  should  not  be. 

Mr.  Weaver.  That  would  be  the  same  as  all  farm  security. 

Senator  Fletcher.  It  would  depend  very  largely  upon  the  amount 
of  business  they  would  do. 

Mr.  Hayes,  if  they  could  get  deposits,  I  see  no  reason  why,  with 
15  times  the  loaning  value,  they  should  not  pay  larger  dividends 
than  the  commercial  banks. 

Senator  Fletcher.  Yes.  I  have  been  told  that  commercial 
banks  now  operating  on  a  margin  of  0.35  of  1  per  cent  are  earning 
20  and  30  per  cent  on  their  stock.  Here  we  provide  a  margin  of  a 
maximum  of  1  per  cent. 

Mr.  BuLKLEY.  Where  is  that,  Senator  ?    What  banks  are  those  ? 

Senator  Fletcher.  I  have  been  told— perhaps  I  ought  not  to 
cjuote  people  personally  about  that — but  in  Vermont  this  particular 
institution  I  am  talking  about,  I  was  told  by  the  president  of  one  of 
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these  institutions  that  they  did  a  large  business  there,  and  what 
the  banks  got  out  of  it  was  0.35  of  1  per  cent,  and  they  were  able  to 

Say  20  per  cent  dividends  or  something  like  that  on  their  stock.     It 
epends  of  course  on  the  volume  of  business  as  to  what  the  earnings 
would  be. 

Mr.  Platt.  Do  you  think  banks  of  this  kind  could  serve  the  farmers 
any  better  or  make  loans  any  cheaper  than  the  savings  loans  insti- 
tutions can,  building  loan  associations  ? 

Senator  Fletcher.  I  think  they  can.  I  am  inclined  to  think 
their  operating  expenses  will  be  less,  generally. 

Most  people  interested  in  them  wnl  be  concerned  very  largely 
because  of  this  cooperative  feature,  cooperative  possibiUties,  and 
they  will  be  keeping  down  the  expenses  of  the  institution,  I  think. 

Mr.  BLayes.  Senator,  do  you  not  think  if  we  could  organize  a  sys- 
tem of  banks  where  the  expenses  would  be  down  as  low  as  the  build- 
ing associations,  which  are  usually  under  1  per  cent,  that  we  shall 
have  accomplished  a  great  result  for  the  agricultural  interests  of  the 
country  ? 

Senator  Fletcher.  Yes;  I  do. 

Mr.  ELITES.  I  think  so. 

Mr.  Platt.  You  spoke  of  compulsory  amortization.  Of  course 
amortization  is  what  the  farmers  want,  but  could  as  low  a  rate  of 
interest  be  given  on  a  loan  with  the  amortization  feature  in  it  as  on 
perfectly  secured  loans  without  amortization?  Does  not  the  bor- 
rower usually  want  a  fixed  term.  Of  course  that  does  not  affect  the 
bond  feature. 

Mr.  BLayes.  He  would  have  a  fixed  term. 

Mr.  Platt.  He  would  have  a  fixed  term  of  the  bond. 

Mr.  Hayes.  The  bank  fixes  that. 

Senator  Fletcher.  I  think  that  is  a  very  important  feature.  I 
think  it  is  one  of  the  most  important  features  of  tliis  l)iU,  that  there 
should  be  compulsory  amortization. 

Mr.  BuLKLEY.  Senator,  on  that  point,  a  great  many  faim  loans 
that  now  exist  are  constantly  renewed,  and  as  long  as  their  security 
is  kept  good  there  does  not  seem  to  be  any  particular  objection  on 
the  part  of  the  lenders  against  renewing  mortgages  from  time  to 
time.  If  we  had  compulsory  amortization  that  would  upset  all  of 
that  system.  Do  you  think  there  is  any  reason  why  it  should  be 
upset  ? 

Senator  Fletcher.  No;  I  would  not  want  to  upset  it.  I  would 
want  this  system  we  are  speaking  of  to  be  supplemental  of  what  we 
have  now.  "  I  would  not  want  to  mterf ere  witii  what  we  have  got. 

Mr.  BuLKLEY.  Do  you  think  it  is  necessary  that  amortization 
should  be  compulsory,  or  shouldn't  it  be  optional  ? 

Senator  Fletcher.  I  think  it  should  be  compulsory.  I  think  that 
is  the  experience  of  all  the  countries  where  the  s}^tem  is  in  operation. 

Senator  Owen.  Senator,  the  defense  of  the  national  bant  system 
against  the  charge  of  unconstitutionaUty  was  that  those  banks  were 
an  agency  throue:h  which  the  United  States  might  finanre  its  bonds, 
and  so  forth.  Wliat  is  the  defense  of  this  system  as  against  a  like 
charge?  You  have  doubtless  worked  that  out,  and  I  thought  you 
might  put  it  in  compact  form. 
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Senator  Fletcher.  We  made  these  bonds  security  for  postal 
deposits,  and,  in  a  way,  the  banks  may  be  fiscal  agents  of  the  Govern- 
ment.    I  think  we  come  within  that  decision  on  that  subject. 

Senator  Hollis.  You  do  provide  in  your  bill,  I  beUeve,  that  they 
may  receive  deposits  of  Grovernment  funds  outside  of  postal  funds? 

Senator  Fletcher.  Yes. 

Senator  Owen.  So  that  the  postal  funds  might  be  deposited  with 
these  banks  ? 

Senator  Fletcher.  Yes. 

Mr.  Platt.  It  seems  to  me,  Senator,  that  any  possible  scheme  of 

Eayment  on  the  installment  plan  can  not  work  out  as  cheaply  for  the 
orrower  as  if  he  did  not  pay  on  the  installment  plan,  it  seems  to 
be  the  same  in  buving  money  as  in  buying  furniture  or  anything  else 
that  you  can  not  buy  on  the  installment  plan  without  paying  a  little 
bit  more. 

Mr.  Hayes.  Not  unless  there  is  some  risk  connected  with  it.  In 
this  coimection  I  do  not  see  your  point.  There  is  no  more  risk,  and 
the  risk  is  even  less. 

Mr.  Platt.  If  your  security  is  good,  there  is  no  more  risk  in  not 
having  the  installment  plan  payments  than  there  is  in  the  other  way. 

Mr.  Hayes.  The  security  is  not,  because  it  is  personal  security. 

Mr.  Platt.  ,We  are  talking  about  the  long-term  mortgages. 

Mr.  Hayes.  I  do  not  think  so. 

Senator  Fletcher.  I  do  not  think  that  the  objection  would  obtain. 

Senator  Owen.  Making  these  partial  payments  would  be  in  the 
nature  of  an  investment,  leading  the  borrower  out  of  the  borrowing 
class  and  leaving  him  to  escape  irom  the  borrower  class. 

Senator  Fletcher.  This  table  I  have  just  submitted  here,  for  in- 
stance, gives  a  rate  of  interest  of  4  J  per  cent,  and  this  case,  involving 
a  bond  of  $1,000  and  pa^g  4)  per  cent  interest,  the  entire  debt  is 
liquidated  in  25  years,  wmch  seems  to  be  quite  a  favorable  proposition 
for  the  farmer. 

We  give  illustrations  in  the  report  on  that  point. 

Mr.  Platt.  There  are  in  existence  at  the  present  time  two  purely 
mutual  institutions,  one  of  them  dealing  in  tne  amortization  plan  and 
the  other  in  the  mutual  savingd  bank,  institutions  such  as  Senator 
HoUis  has  spoken  of,  the  loan  associations.  I  think  it  is  the  ex- 
perience of  everybody  who  has  tried  to  borrow,  and  I  have  tried  it 
myself,  that  you  can  borrow  cheaper  from  a  savings  bank  than  you 
can  from  a  building  loan  association.  The  amortization  feature  is  a 
^eat  advantage  to  some  people,  but  for  people  who  do  not  need  it 
it  is  a  Uttle  bit  cheaper  to  Dorrow  money  from  a  savings  bank. 

Senator  Hollis.  The  reason  for  that  is  this,  that  the  building  loan 
associations  will  loan  out  practically  the  entire  value  of  the  property; 
that  is,  they  will  advance  the  funds,  and  they  will  put  it  right  m  tne 
property,  and  therefore  it  is  proper,  because  the  risk  is  greater,  that 
they  should  require  a  better  rate  of  interest. 

Mr.  Platt.  They  are  purely  cooperative,  because  the  borrower  is 
an  association  member. 

Senator  Hollis.  Not  with  our  associations.  The  men  who  borrow 
from  it  pay  a  liigher  rate  of  interest.  It  is  a  mighty  good  investment 
for  those  who  put  money  into  it,  but  it  is  a  very  poor  one  tor  the 
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borrower,  because  they  make  the  borrowers  pay  a  higher  rate  of 
interest  because  of  the  greater  risk.     I  think  that  is  the  theoiy  of  it. 

Mr.  Hayes.  The  mutual  savings  bank  requires  such  a  big  maigin. 

Mr.  Platt.  I  do  not  think  in  my  State  the  margin  is  any  different. 
The  mai|jin  is  just  the  same. 

Ml*.  ILlyes.  They  make  themselves  absolutely  safe.  There  is 
absolutely  no  risk  at  all  with  the  savings  bank,  but  with  the  biuldirq; 
association  they  will  take  a  man's  case,  as  you  might  say,  and  finance 
him  on  a  great  deal  smaller  margin. 

Mr.  Platt.  But  they  have  the  amortization  feature.  The  bor- 
rowers have  to  be  members  of  the  association,  and  they  get  a  part  of 
the  profits  back. 

Senator  Hollis.  There  are  a  great  many  members  who  never 
become  borrowers,  and  they  need  not  become  members  in  order  to 
become  borrowers.     That  is  a  feature  we  want  to  avoid. 

Senator  Fletcher.  A  great  many  of  these  institutions  have  refer- 
ence more  particularly  to  enabling  a  man  to  build  a  home,  and  they 
will  generally  loan  him  all  that  he  needs  to  build  the  home;  if  ho 
furnishes  the  land  they  will  build  the  house. 

Mr.  Hayes.  That  is  the  case  generally.  Of  course,  the  proposition 
before  the  commission  is  along  the  same  general  lines. 

Mr.  Moss.  The  amortization  feature  in  here  is  really  the  savings 
feature  we  put  in  here;  that  is  the  real  value  of  it.  It  is  for  the  bene- 
fit of  the  borrower  as  much  as  the  lender,  with  the  idea  that  it  might 
tend  to  encourage  a  person,  under  Government  supervision,  to  go  ui 
debt  for  a  long  time  without  making  provision  for  paying  it;  sa  it  is 
really  making  the  bank  a  savings  bank. 

Mr.  Platt.  I  do  not  believe  it  would  work  out  any  cheaper  for  the 
borrower  than  if  he  borrowed  direct  from  the  mutual  savings  bank. 

Mr.  Hayes.  It  might  work  out  to  his  advantage  in  the  end,  in 
that  he  would  have  ms  land  left  in  the  one  case,  and  in  the  other  the 
bank  would  have  it,  perhaps. 

Senator  Hollis.  I  have  an  illustration.  I  am  trustee  of  an  estate, 
and  there  is  a  mortgage  on  it  on  which  a  farmer  has  been  paying  6 
per  cent  interest  since  1876,  and  he  is  now  dying  with  cancer.  If 
that  had  been  on  the  amortization  plan,  even  at  4^  per  cent,  accord- 
ing to- this  theory,  he  would  have  had  his  debt  all  paid  up  now. 
It  is  a  good  deal  like  the  insurance  policies  that  we  have  all  taken 
out;  they  collect  more  from  you  than  they  really  come  to,  but  the 
endowment  feature  and  the  participating  feature,  and  so  on,  compels 
a  man  to  save  somethii^,  if  he  once  starts  and  keeps  up  his  pa;pnentB. 

Senator  Fletcher.  Tnen  I  think  you  get  a  better  rate  of  mterest 
and  get  a  wider  market  for  your  bonds  and  a  greater  demand  for 
tliem  if  the  purchaser  of  the  bonds  knows  that  back  of  them  is  what 
would  be,  in  the  case  of  an  industrial  bond,  a  sinking  fund  that  is 
going  to  take  care  of  that  obligation. 

Senator  Owen.  Increasing  me  value  of  the  security  ? 

Senator  Fletcher.  Precisely.  And  instead  of  having  a  sinking 
fund  that  is  kept  separate  and  invested,  that  may  be  lost  by  the 
investment,  we  provide  for  this  amortization  feature,  whereby  the 

Eayment  is  notea  on  the  mortgage.  It  has  the  features  of  a  sinking 
md  and  has  the  advantage  of  being  a  credit,  when  it  is  made,  on 
the  mortgage,  rather  than  invested  as  a  sinking  fund  might  be 
invested. 
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Mr.  Platt.  After  all^  the  chief  advantage  of  it  is  that  it  compels 
le  borrower  to  psjy  back  in  small  amounts,  so  that  he  is  bomid  to 
fcve,  and  it  is  not  m  the  low  rate  of  interest. 

Mr.  ELiYES.  But  when  you  come  to  the  practical  operation  of  a 
[^heme  of  that  kind,  it  seems  to  me,  Mr.  Flatt,  that  it  woidd  give 
Iditional  confidence  to  the  public  in  the  bank  and  in  the  bond  that 

had  issued. 

Mr.  Platt.  I  think  it  woxdd. 

Mr.  Hayes.  If  there  was  compulsory  amortization  in  the  law. 

Mr.  Platt.  I  think  so. 

-  -     Mr.  BL^^YES.  Because  they  would  not  have  any  poor  securities;  it 
"^•rould  make  it  impossible  to  have  any  poor  securities. 

^    Mr.  Brown.  Would  it  not  lessen  the  value  of  the  bonds  if  at  every 
~-  Snterest  payment  there  would  be  an  amortization  payment  ? 
Mr.  Hayes.  Oh,  no;  not  of  the  bond. 

Senator  Fletcher.  The  bond  is  not  issued  against  each  mortgage; 

-^St  is  issued  against  all  the  mortgages.     The  provision  is  made  that 

^^e  amount  of  bonds  outstanding  shall  not  exceed  the  amoimt  of 

^  mortgages  that  the  bank  holds.     It  may  have  20  mortgages,  you  see, 

wid  the  issue  of  bonds  is  against  the  whole  20  mor^a^es.    If  the 
"•individual  mortgagor  makes  a  payment  on  accoimt  oihis  principal, 

it  is  noted  on  the  back  of  his  mortgage  as  paid  on  that  morgtage. 

*  Sut  of  course  the  bank  has  got  to  see  that  the  bonds  outstanding  do 
^  not  exceed  the  face  of  the  mortgages  which  it  holds.     And  then  we 

-  liave  a  provision  in  here  for  the  bank  to  use  its  capital  and  surplus  in 

-  "buying  in  these  bonds  from  time  to  time,  so  that  will  help  to  keep 

*  tbe  market  price  of  the  bonds  up,  and  will  be  an  advantage. 

Mr.  Hayes.  Of  course  as  the  operation  went  on  and  these  mort- 
"*  g«^®s  were  paid,  these  installments,  that  gives  capital  to  make  other 

*  £>ans  and  make  other  mortgages. 

i        Mr.  Seldomridoe.  What  is  the  lowest  denomination  of  the  bonds  f 
2        Senator  Fletcher.  I  do  not  think  we  provided  for  that.     It  is 

loft  for  regulation  by  the  banks,  as  I  recall  it. 

Mr.  Seldomridge.  Do  you  not  think  it  advisable  to  issue  these 
ic  bonds  in  rather  small  amoimts  to  be  used  for  saving  purposes  by 
ar  people  of  small  means? 
■        Senator  Fletcher.  I  think  that  is  true.    We  have  not  fixed  the 

denomination  of  the  bonds.     That  will  be  left  to  the  bank.     One 
«  community  might  want  one  denomination  and  another  community 
^m  another. 

:m      Mr.  Seldomridoe.  You  coxild  fix  a  minimum  and  maximum  be- 
9  tween  which  they  might  operate, 
a       Senator  Fletcher.  Yes,  that  could  be  done. 
K       Mr.  S£iJK>MRiDGE.  A  miuimimi  and  maximimi. 

Senator  Fletcher.  That  could  be  done.     The  bank  must  see  to  it, 
^  and  this  Gk)vemment  agent,  that  the  bonds  are  called  in  as  the 

mortgages  are  paid  off.     That  is  another  matter.  Senator  Owens, 

that  ties  this  up,  I  think,  to  the  powers  of  Congress.  We  provide 
m  that  there  shall  oe  a  fiduciary  a^ent  of  the  Government  in  every  one 
-  of  these  banks,  and  it  is  Ins  busmess  to  see  to  it  that  the  mortgages 
^  diall  be  there  to  eaual  the  bonds  that  are  outstanding  in  these  bauKs. 
Ik       Mr.  Hayes.  Ana  that  the  payments  are  madef 

Senator  Fletcher.  And  that  the  payments  are  made  and  entered 

properly  and  registered. 
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Mr.  Seldomridoe.  Do  you  think,  under  that  scheme^  that  in  the 
manner  proposed  there,  there  will  be  a  positive  inducement  for  cap- 
ital to  go  into  what  we  might  call  the  needy  farm  sections  of  tJiu 
country  that  are  now  asking  for  this  relief  and  establish  these  insti- 
tutions? 

Senator  Fletcher.  I  do. 

Mr.  Seldomridoe.  And  do  you  think  there  is  sufficient  attracticm 
for  capital  to  seek  investment  in  that  particular  section  ? 

Senator  Fletcher.  Yes,  sir. 

Mr.  Seldomridoe.  What  makes  you  think  that  ?  Is  it  anything  in 
addition  to  what  you  have  said  here,  or  just  providing  means  for 
investment  which  are  not  now  open  ? 

Senator  Fletcher.  I  think  it  provides  means  for  investment  which 
are  not  now  open,  and  then,  in  tne  next  place,  I  think  it  will  uncover 
and  develop,  perhaps,  funds  that  are  not  in  bank  and  not  in  circular 
tion  now  in  the  various  communities.  It  is  an  absolutely  safe  invest- 
ment for  people  who  have  money  and  who  are  afraid  of  banks.  Thai 
will  be  one  source. 

Mr.  Seldomridoe.  In  other  words,  it  will  be  a  vehicle  for  putting 
on  the  market  the  mortgage  securities  in  a  different  way  from  what 
now  obtains  ? 

Senator  Fletcher.  Yes. 

Mr.  Seldomridoe.  The  people,  instead  of  having  to  find  an  indi- 
vidual lender,  or,  on  the  otner  nand,  an  individual  borrower,  the  two 
will  be  brought  together  through  this  channel  ? 

Senator  Fletcher.  That  is  true. 

Mr.  Hayes.  The  individual  lender  does  not  have  to  watch  the  indi- 
vidual borrower  to  see  how  he  is  getting  along.  The  bank  takes  care 
of  that. 

Senator  Fletcher.  The  man  who  holds  the  bonds  has  no  relation 
with  the  man  who  made  the  mortgage — ^not  at  aU — and  I  think  that 
will  attract  outside  capital. 

Mr.  Hayes.  I  think  it  will. 

Mr.  Seldomridoe.  I  think  the  proposition  is  a  good  one,  if  we  can 
secure  absolute  fideUty  and  security  in  the  management  of  the  bank. 
If  that  can  be  done,  I  think  there  is  no  question  in  my  mind  about  it. 

Senator  Fletcher.  Yes. 

Mr.  Brown.  On  that  point,  even  though  the  individual  borrower 
may  pay  off  at  stated  periods  and  get  credits  upon  his  individual 
mortgage,  does  not  his  property  in  fact  stand  for  the  security  of  aU 
the  bonds  that  are  out,  even  though  he  may  be  entirely  paia  out — 
does  not  his  property  still  stand  for  the  face  of  all  the  bonds  that  are 
out? 

Senator  Fletcher.  No,  sir;  the  hen  on  his  property  is  gradually 
diminished. 

Mr.  Brown.  Suppose,  though,  that  the  bonds  are  not  paid. 

Mr.  Hayes.  That  has  nothing  to  do  with  the  mortgage;  it  does 
not  affect  the  mortgage  at  all. 

Mr.  Moss.  Under  tne  terms  of  the  bill,  Mr.  Brown,  that  could  not 
happen. 

ilr.  Brown.  It  could  not  happen  if  the  bank  was  properly  or- 
ganized and  everytiiing  went  along  smoothly;  but  suppose  the  Dank 
were  to  fail,  or  the  bonds  be  stolen. 
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Mr.  Hates.  Suppose  it  did  fail,  and  the  mortgage  is  paid  off  to 
SlOO;  that  is  all  he  is  called  upon  to  pay. 

Senator  Fletohbb.  There  can  not  be  outstanding  more  bonds  than 
there  are  secured  by  the  mortgages. 

Mr.  Weaveb.  It  is  just  an  asset  of  the  bank,  that  is  all,  and  if  the 
bank  fails  of  course  the  creditors  of  the  bank  participate  in  its  assets 
and  the  mortgages  outstanding  are  given  to  tnat  bank,  and  have  no 
connection  with  the  bonds  of  the  bank  in  any  way. 

Mr.  Bbown.  Suppose  the  bank  should  tail  and  they  were  not 
paid? 

Mr.  Hayes.  The  mortgagor  would  not  have  to  respond  except  to 
the  extent  of  his  mortgage  under  the  bill  we  have  here. 

Mr.  Seldombidoe.  Whenever  any  portion  is  paid  on  a  mortgage, 
that  portion  is  reinvested  in  some  other  bona,  and  the  difference 
between  the  amount  covered  by  the  mortgage  and  the  amount  paid 
in  would  be  found  somewhere  else — in  some  other  investment  of  the 
bank's  property.  It  would  be  in  tlie  capital  somewhere.  That 
would  be  the  security  that  the  bondliolders  would  have,  other  than 
the  security  of  the  balance  due  on  the  mortgage. 

Mr.  Hayes.  The  bondholder  would  have  not  only  the  total  amount 
of  mortgages  held  by  the  bank,  but  would  also  have  the  capital  and 
surplus  of  the  bank,  and  the  double  liability  of  the  stockholders. 

senator  Owen.  If  there  was  an  individual  loss  under  a  system  of 
that  kind,  which  might  occur  in  an  individual  instance,  the  mortgage 
would  be  covered  by  the  earning  capacity  of  the  bank  otherwise. 

Mr.  Platt.  It  is  not  inconceivable,  of  course,  that  a  big  defalca- 
tion might  ruin  the  bank. 

Senator  Owen.  That  would  ruin  any  bank. 

Mr.  Seldombidge.  Could  we  not  put  in  this  bill  some  sort  of 
guaranty  provision  which  would  protect  the  bondholders  against 
defalcations  ? 

Senator  Fletcheb.  We  have  got  our  provision  here  in  the  rep- 
resentative right  in  every  bank. 

Mr.  Hayes.  If  your  Government  representative  is  performing  his 
duties  properly,  there  could  not  be  any  defalcation. 

Mr.  rLATT.  The  local  stockholders  and  directors  ought  to  have 
some  responsibiUties. 

Mr.  Bbown.  Then,  Senator,  may  I  ask  this  question,  which  appears 
to  me  to  be  in  point:  Is  not  the  bondholder  in  the  end  dependent 
entirely  upon  the  integrity  of  the  bank? 

Mr.  Hayes.  And  the  fiduciary  agent  of  the  Government,  too  ? 

Senator  Fletcheb.  Ultimately,  tnat  might  possibly  be.  Of  courae, 
if  the  mortgages  were  stolen  and  taken  away  he  would  lose  his  security 
for  the  bond. 

Senator  Owen.  It  would  have  to  be  a  protracted  series  of  de- 
falcations, which  is  impossible  imder  Government  supervision. 

Senator  Fletcheb.  I  do  not  see  how  it  is  possible  to  happen  as  we 
have  this  bill,  because  we  have  Government  inspection,  and  we  have 
a  Government  agent  in  every  bank. 

Mr.  Seldombidge.  Do  you  make  them  depositories  in  any  way? 

Senator  Fletcheb.  Yes. 

Mr.  Weaveb.  Is  not  the  whole  theory  of  our  Government  based 
upon  the  fact  that  we  have  got  to  rely  upon  some  men  being  honest  ? 
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Senator  Owen.  We  all  put  our  lives  in  the  hands  of  the  fellow  who 
handles  the  throttle  of  the  engine  every  time  we  ride  on  the  trains. 

'Mr.  Hayes.  And  even  on  the  fellow  that  is  fixing  the  track;  we 
have  got  to  depend  on  him. 

Mr.  BuLKLEY.  What  is  your  view  of  the  probable  effect  of  tfaifl 
legislation  on  farm-land  values  ? 

Senator  Fletch£;b.  It  may  be  possible  that  it  will  increase  fam- 
land  values.  The  low  rate  of  interest  would  have  a  tendency  to  do 
ihat. 

Mr.  Hayes.  Do  you  think  that  is  desirable  ? 

Senator  Fletoheb.  I  do  not  see  any  objection  to  that.  The  only 
reason,  it  seems  to  me,  that  it  might  be  undesirable  would  be  to 
encourage  speculation  in  lands. 

Mr.  ILlyes.  Is  not  this  the  principal  objection  to  it,  that  it  makes 
it  harder  for  the  individual  to  get  a  farm? 

Senator  Fletoheb.  That  might  possibly  happen  in  some  instancoBi 
but  stUl  if  he  is  getting  a  more  valuable  farm  he  can  afford  to  pay 
more  for  it.  I  do  not  mink  there  will  be  very  much  danger  of  any 
material  rise  in  farm-land  values. 

Senator  Owen.  The  remedy  for  your  suggestion,  Mr.  Hayes,  is 
single  tax.     [Laughter.] 

Mr.  Hayes.  What  objection  would  you  see  to  our  undertaking  to 
prevent  that  result  by  providing  in  tne  law  for  what  purposes  the 
money  can  be  used  ? 

Senator  Fletoheb.  We  do  that. 

Mr.  Hayes.  Would  that  not  accomplish  that  result  ? 

Senator  Fletoheb.  I  think  so.  I  think  that  is  a  safeguard  against 
that.     We  provide  in  the  bill  that  it  shall  be  used  to  complete  the 

f>urchase  of  land,  to  supply  money  to  complete  the  {>urchase  of 
and,  to  improve  and  equip  the  farm,  and  to  pay  off  existing  liens. 
Those  are  the  three  purposes  named  in  the  bill. 

Mr.  Hayes.  So  that  the  man  that  had  none  ol  these  needs  could 
not  be  a  borrower  under  the  law  ? 

Senator  Fletcheb.  He  could  not  borrow,  no.  I  do  not  think 
that  it  would  be  possible  to  borrow  for  purposes  oi  speculation  to 
any  extent.  As  a  matter  of  fact,  I  believe  generally  our  lands 
are  lower  priced  than  the  lands  of  any  country  where  they  do  not 

{)roduce  any  more  than  our  lands.  I  think  our  lands  are  generally 
ower  in  price,  compared  with  the  lands  of  other  countries,  so  that 
we  can  stand  some  increase. 

Mr.  Platt.  Suppose  I  own  a  farm  just  as  an  investment  and  it  is 
clear  of  mortgages,  is  there  anything  in  this  bill  to  prevent  me  from 
borrowing  other  funds,  if  I  want  toT 

Senator  Fletcheb.  I  did  not  quite  get  that. 

Mr.  Platt.  Suppose  I  own  a  farm  that  is  clear  oi  mortgages,  just 
as  an  investment. 

Senator  Fletcheb.  Yes. 

}At,  Platt.  Is  there  anything  in  this  bill  that  prohibits  me  from 
borrowing  under  this  plan  ? 

Mr.  Bbown.  You  would  have  to  spend  the  money  on  the  farm. 

Senator  Fletcheb.  You  would  have  to  borrow  for  the  piupose  of 
improvement  or  equipment. 

iSr.  Platt.  Well,  I  could  fix  that  easy  enough.  1  could  use  this 
money  I  got  from  this  mortgage  for  improvement  and  take  other 
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money  and  buy  railroad  stock  that  I  intended  to  use  for  improvicg 
(lie  farm.  It  seems  to  me  you  can  not  get  up  a  system  that  119^ 
absolutely  insure  that  the  money  is  not  going  to  be  spent  except 
for  certam  purposes.  If  the  man  has  good  security  and  wants  to 
borrow  on  it,  I  do  not  see  how  you  can  avoid  lending  him. 

Senator  Fletcher.  So  far  as  I  am  concerned  personally,  I  do  not 
»ee  that  we  ought  to  set  ourselves  up  as  guardians  of  the  farmers. 

Mr.  Platt.  I  think  you  are  entirely  right  about  that. 

Senator  Fletcher.  I  think  if  the  farmer  gives  good  security  that 
18  all  we  need  to  bother  about;  what  he  does  with  the  money  is  his 
business. 

Mr.  Brown.  Suppose  he  wants  to  buy  an  automobile? 

Senator  Fletcher.  Well,  if  he  needs  one  he  ought  to  buy  one  to 
take  his  children  to  school. 

Mr.  Weaver.  However,  the  purpose  of  this  bill  is  the  develop- 
ment of  farms,  and  the  giving  to  tne  farmers  of  facilities  that  they 
do  not  now  have  under  tne  general  commercial  banking  system  and 
under  the  borrowing  of  money  from  individuals  ? 

Senator  Fletcher.  Yes. 

Mr.  Weaver.  I  say,  is  not  the  purpose  of.  it  to  put  the  monev 
from  this  system  which  the  Government  of  the  United  States,  througn 
the  Congress,  is  endeavoring  to  give  to  the  people,  into  the  land  K)r 
the  devdopment  of  the  land,  whereby  you  are  increasing  the  value 
of  the  land  and  developing  the  farm,  and  do  you  not  think  it  would 
be  rather  aside  from  tne  purposes  of  this  bill  to  lend  money  to  per- 
sons for  the  purpose  of  speculation  ? 

Senator  Fletcher.  As  I  said  a  moment  ago,  I  do  not  know  that 
we  ought  to  set  ourselves  up  to  watch  the  use  of  the  money  too  care- 
fully. If  he  is  able  to  furnish  security,  I  do  not  think  we  oueht  to 
inquire  too  closely  what  he  shall  do  with  the  money.  I  would  not 
-want  to  encourage  any  class  of  people  going  into  speculation  or  goii^ 
into  wild  schemes,  rrimarily  what  you  say  is  quite  true,  I  think, 
Mr.  Weaver,  and  that  is  one  reason  why  we  have  this  UmitalKm 
mentioned  here  in  the  bill. 

Mr.  Weaver.  I  am  sure  I  agree  with  the  Senator  in  his  idea  that 
it  is  for  the  individual  to  do  what  he  wants  to  with  his  own.  As  old 
Falstaff  said,  ''Shall  I  not  take  mine  own  ease  in  mine  own  inn?" 
The  whole  purpose  of  it  is  to  provide  money  for  the  development  <rf 
the  farm. 

Senator  Fletcher.  To  provide  cheaper  money  for  that  purpose. 

Mr.  Hates.  Yes;  but  some  of  us  are  not  particularly  anxious  to 
provide  cheaper  money  for  him  if  it  is  going  to  raise  the  price  of  farm 
land  and  make  it  harder  for  the  accomplishment  of  the  purpose  we 
all  have  in  view,  which  is  to  make  it  possible  for  a  man  who  nas  not 
much  money  to  secure  land  and  equip  it  for  profitable  operation. 

Senator  Fletcher.  That  is  one  reason  why  we  thought  best  to 
specify  the  purposes. 

Mr.  Platt.  If  you  own  a  farm,  this  will  enable  you  to  seU  it  at  a 
higher  price. 

Mr.  Hayes.  1  know,  and  I  own  a  farm,  all  right,  but  I  am  not  think- 
ing of  my  own  individual  interests  in  this  case. 

Mr.  Moss.  Do  you  not  beUeve  that  the  provision  in  the  biH  that  no 
man  can  borrow  more  than  50  per  cent  of  the  value  of  his  land  will,  in 
itself,  check  speculation  very  largely  ? 
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Senator  Fletcheb.  I  think  so.     That  is  also  one  of  the  effects. 

Mr.  Moss.  In  other  words,  the  man  is  not  going  to  speculate  very 
much  when  he  has  to  put  up  $2  to  get  $1. 

Mr.  Hayes.  That  is  the  case  now.  You  have  to  put  up  about  S2 
to  get  $1  if  you  want  to  go  to  a  bank  and  borrow  money  to-day  on 
real  estate. 

Mr.  Bbown.  Is  there  any  limit  in  your  bill,  or  do  you  think  there 
should  be  one,  of  the  amount  any  one  individual  can  borrow  or  should 
borrow  ? 

Mr.  Platt.  That  is  not  in  the  bill. 

Senator  Hollis.  It  does  not  occur  to  me  that  there  should  be  any 
limit  to  any  man's  borrowing  on  land  when  the  land  answers  the  debt 
rather  than  the  individual.  Of  course  on  commercial  loans  they  have 
to  look  pretty  strictly  to  that.  But  I  did  have  an  impression  there 
was  something  of  that  sort  in  this  bill. 

Mr.  Bbown.  I  did  not  catch  it  when  I  ran  over  it. 

Mr.  CouLTEB.  There  is  no  limit  to  the  amount  one  man  can  borrow, 
but  no  bank  can  lend  more  than  a  certain  per  cent  of  its  capital  to  any 
one  person. 

Mr.  Bbown.  It  is  the  other  way,  then. 

Mr.  Platt.  It  could  not  be  used  to  any  extent  on  a  10,000-acre 
farm? 

Mr.  CouLTEB.  A  man  has  to  divide  the  farm  up  and  get  it  on 
separate  mortgages. 

Senator  Fletcheb.  I  think  that  is  the  only  limitation,  Mr.  Brown. 

Mr.  Bbown.  That  answers  practically  the  same  purpose,  if  die 
bank  is  limited  in  the  amount  of  the  loan. 

Senator  Fletcheb.  Yes.  I  was  looking  to  see  the  particular 
sections  of  the  bill. 

Mr.  Weaveb.  In  some  States  individual  landowners  hold  great 
bodies  of  land.  For  instance,  in  Texas  I  know  of  one  tract  of 
420,000  acres  near  San  Angelo. 

Senator  Fletcheb.  This  is  the  provision  in  the  bill  that  I  think 
answers  your  question,  under  section  D,  page  61  of  the  docum^it 
380: 

No  national  fann-land  bank  shall  at  any  time  loan  any  money  upon  the  face  or 
credit  or  upon  the  assignment  of  its  own  stock  or  of  the  stock  of  any  other  natumal 
faum-land  bank;  nor  shall  any  national  farm-land  bank  loan  to  or  on  the  credit  of 
any  one  individual  or  institution,  either  on  the  security  of  land  or  on  any  other  security, 
an  amount  in  excess  of  20  per  cent  of  the  sum  of  its  then  paid-in  capital  and  surplus. 

Senator  Hollis.  Is  there  any  other  question  that  anyone  would 
like  to  ask  Senator  Fletcher  1 

Senator  Lee.  I  want  to  inquire  about  one  suggestion  made  by 
Senator  Fletcher,  which  is  this  question  of  taxation,  which  has  not 
been  entered  into  very  largelv. 

Senator  Fletcher.  We  follow,  practically,  in  the  proposed  bill, 
the  provisions  of  the  Federal  reserve  act. 

Senator  Lee.  Of  course,  national-bank  stock  is  subject  to  taxation, 
and  then  stock  owned  by  another  bank  would  be  the  propearty  of 
ihe  national  bank,  and  would  not  be  subject  to  taxation.  We  had 
a  very  acute,  long-standing  controversy  over  this  question  of  bank 
taxation,  and  it  has  developed  some  peculiar  phases,  and  shows  how 
deeply  interested  the  financial  institutions  are  m  tlie  question  of  taxa- 
tion, and  it  resulted  in  some  litigation  that  I  started  myself  in  my 
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iinty.  We  got  the  State  divided  into  two  groups,  so  as  to 
e  banks  under  a  separate  law,  and  the  effect  of  which  is  that 
exemptions  are  allowed  in  Baltimore  City  that  are  not  allowed 
'  parts  of  the  State.  The  contention  was  that  the  exemptions 
ilawfnl,  and  contrary  to  the  provisions  of  the  constitution  of 
be  for  equal  taxation,  and  the  result  of  it  was  that  there  was, 
arly  in  some  portions  of  the  coimtry,  no  corporate  tax.     It 

how  close  a  margin  the  financial  system  is  operating  on,  and 

places  you  can  see,  yourself,  how  important  it  is.  You  get  a 
tax  of  90  cents  or  a  dollar,  and  a  State  tax  of  31  cents,  and  you 

ave  a  municipal  tax  of  $2,  and  it  will  readily  run  your  banking 
)  to  a  fixed  cnar^e  for  taxation  of  over  3  cents.  The  question 
f  you  have  a  national  bank  or  a  State  banking  system  subject 
xable  burden,  and  you  put  in  competition  with  that  system 
•  type  of  bank  or  money-lending  institution,  exempted  from 
Eition,  you  are  going  to  increase  the  demand  for  absolute 
1  from  taxation  for  other  financial  institutions,  which  will 
[y  lead  up  to  a  demand  for  a  repeal  of  all  taxation  on  national 

Other  banks  take  the  position  now,  all  the  banks  of  Balti- 
hat  all  of  their  taxes  should  be  reduced  to  a  dollar  basis,  and 
ast  four  sessions  of  our  legislature  there  has  been  a  bill  ur^ed 
Baltimore  banks  to  the  effect  that  all  their  taxation — mimici- 
,te,  and  county— should  be  reduced  to  a  dollar  basis,  and  they 
n  that  the  New  York  banks  are  on  that  basis  to-day,  and  the 
Iphia  banks  are  on  that  basis.  The  ^eat  issue  of  our  banks 
le  imder  their  demand  for  not  only  a  dollar  basis,  but  a  reduc- 

that  dollar  basis  of  all  exempted  securities,  which  would 
the  banks  to  the  position  of  having  no  taxes  at  all. 
)u  see,  gentlemen,  if  you  are  going  to  go  into  this  c[uestion  of 
n,  it  is  one  of  the  most  fundamental  and  far  reaching  aspects 
vhole  plan. 

tor  Fletcher.  It  is  in  our  section  18  where  we  refer  to  the 
ion  of  capital  stock,  and  it  is  similar  to  the  provision  con- 
in  the  Federal  reserve  act.  We  look  at  it  this  way:  If  the 
ges  have  to  pay  taxes,  then,  undoubtedly,  the  man  who 
the  mortgage  has  got  to  pay  it,  generally  speaking,  and  it 
it  comes  out  of  the  farmer,  and  we  thought  that  mortgages 
,o  be  exempt  from  taxation. 

tor  Lee.  If  you  have  a  strictly  limited  basis,  so  that,  aside 
le  operating  expense,  there  can  be  no  profits  accruing  to  any 
ciept  an  absolutely  limited  amount  of  profit,  that  might  be 
ell;  but  if  you  nave  in  business  an  institution  where  the 

of  profit  for  the  people  who  are  operating  it  is  on  a  different 
•om  the  margin  of  profit  of  the  commercial  bank,  that  verj 

of  profit  is  gouig  to  attract  this  capital.  You  either  get  it 
do  not  get  it  on  that  margin  of  profit. 

?LATT.  That  is  practically  the  only  special  privilege  that  there 
e  bill,  is  it  not  ? 

tor  Fletcher.  Exemption  from  taxation  ? 
?LATT.  Yes. 

tor  Fletcher.  And  then  making  them  fiscal  agents,  in  a  way, 
owing  deposits. 

tor  Owen.  Making  them  depositors  for  postal  receipts  and 
saving,  is  it  not  ? 
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Senator  Fletcher.  Yes ;  and  then  making  them  investments  for 
trustees  and  guardians. 

Mr.  Platt.  That  is  not  exactly  a  special  privil^e,  because  there 
are  lots  of  other  securities  that  are  also  in  that  last  class  of  securities 
which  can  be  invested  in  trust  funds. 

Mr.  Moss.  When  the  State  in  which  they  are  located  passes  certain 
legislation  of  a  reciprocal  character  in  its  broadest  sense,  other  se- 
curities can  not  be  mvested  in  trust  fimds,  but  can  in  these  special 
instances  where  the  State  passes  legislation  desire  by  the  conmus- 
doner  of  land  banks  f 

Senator  Fletoheb.  Yes;  the  conunissioner  of  farm-land  banks  is 
given  certain  powers  in  connection  with  that  privilege. 

Mr.  Moss.  The  question  of  investment  in  trust  fimds  is  entirely 
under  the  regulation  of  the  commissioner  of  land  banks  and  is  de- 
pendent upon  reciprocal  State  legislation? 

Senator  Fletcher.  Yes. 

Mr.  Platt.  I  think  that  is  a  very  good  provision. 

Senator  Lea.  Senator,  it  would  seem  more  consistent  if  you  would 
reduce  these  two  systems,  the  central  system  of  farm  loans  for  farm 

a  OSes,  to  regulate  it  and  make  it  free  from  taxation,  than  it  would 
jr  you  to  make  it  a  broader  type  of  lending  for  all  commercial 
purposes,  to  any  one  who  would  see  lit  to  invest  in  these  agricultural 
securities  ? 

Senator  Fletcher.  Yes;  that  is  true^  I  think.  That  is  another 
reason  why  we  felt  Uke  limiting  the  loaning  of  the  money  for  certain 
purposes. 

Senator  Owen.  That  is  done  in  the  bill,  is  it  not;  the  money  w^hich 
is  received  is  intended  to  be  used  for  farm  purposes  1 

Senator  Fletcher.  For  three  purposes,  completing  the  payment 
of  the  purchase  price,  equipping  and  unproving  the  farm,  and  pajring 
off  and  dischargmg  existing  hens. 

Senatoi>LEA.  How  do  you  operate  that  with  regard  to  the  bal- 
ance 1    Has  the  farmer  a  checking  right  upon  the  balance  on  deposit  t 

Senator  Fletcher.  The  bank  will  have  to  see  to  that. 

Senator  Hollis.  The  bank  will  not  make  the  loan  imtil  it  is  satis- 
fied with  the  security  ? 

Senator  Fletcher.  Precisely,  and  the  commissioner  of  farm-land 
banks  is  empowered  here  to  make  certain  rules  and  regulations  with 
reference  to  that.  I  think  it  can  be  met  in  that  way,  by  rules  and 
regulations  prescribed  by  the  commissioner  of  farm-land  banks,  and 
then  the  Government  supervision. 

Senator  Hollis.  If  there  is  nothing  further  we  will  adjourn  until 
to-morrow  at  half  past  10,  at  the  room  of  the  Banking  and  Cur- 
rency Committee  of  the  House.  I  believe  Mr.  Moss  is  goin^  to  ad- 
vise us  to-morrow.  We  will  consider  that  we  adjourn  until  10.30 
o'clock  to-morrow. 

(The  committee  adjourned  to  10.30  o'clock  a.  m  ,  Tuesday,  Febru- 
ary 17,  1914.) 
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House  of  Reprbsbntatives, 

Washinffton,  D.  G. 
The  subcommittees  assembled  in  joint  session  at  11  o'clock  a.  m., 
Hon.  Robert  J.  Bulklev  presiding. 

Present  also  Senator  HenryF.  Mollis  and  Representatives  Brown, 
Stone,  Seldomridge,  Hayes,  Woods,  and  Piatt. 

By  direction  of  the  chairman  the  so-called  Fletcher  bill  (S.  4246) 
is  incorporated  in  the  record  as  follows: 

▲  BILL  To  provide  for  the  establishment,  operation,  and  supervision  of  a  national  farm- 
land bank  system  in  the  United  States  of  America,  for  the  creation  of  depositaries  for 
postal  sayinj^  and  other  public  funds,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
Btates  of  America  in  Congress  assembled.  That  the  short  title  of  this  act  shall 
be  "  National  Farm-Land  Bank  Act." 

Sec.  2.  That  there  shall  be  in  the  Department  of  the  Treasury  a  bureau 
charged  with  the  execution  of  all  laws  passed  by  Congress  relating  to  the  crea- 
tion and  supervision  of  farm-land  banks,  the  chief  officer  of  which  bureau  shall 
be  known  as  the  commissioner  of  farm-land  banks,  and  shall  perform  his  duties 
nnder  the  general  direction  of  the  Secretary  of  the  Treasury. 

Sec.  3.  That  the  commissioner  of  farm-land  banks  shall  be  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate,  and  shall  hold 
office  for  the  term  of  five  years,  unless  sooner  removed  by  the  President  upon 
reasons  to  be  communicated  by  him  to  the  Senate ;  and  he  shall  be  entitled  to 
a  salary  of  $6,000  a  year. 

The  commissioner  of  farm-land  banks  shall,  within  fifteen  days  of  notice  of 
his  appointment,  take  and  subscribe  the  oath  of  office,  and  he  shall  give  to  the 
United  States  a  bond  in  the  penalty  of  $50,000,  with  surety  or  sureties  to  be 
approved  by  the  Secretary  of  the  Treasury,  conditioned  for  the  faithful  dis- 
charge of  the  duties  of  his  office. 

Sec.  4.  That  the  Secretary  of  the  Treasury,  at  the  request  of  the  commis- 
sioner of  farm-land  banks,  may  appoint  one  deputy  commissioner,  who  shall  be 
entitled  to  a  salary  of  $3,500  per  year,  and  who  shall  i)osse8s  such  powers  and 
perform  such  duties  under  the  commissioner  as  he  shall  direct.  During  a 
vacancy  In  the  office  of  the  commissioner,  or  during  his  absence  or  inability,  the 
deputy  conmilssloner  shall  possess  the  powers  and  perform  the  duties  attached 
by  law  to  the  office  of  the  commissioner.  The  deputy  commissioner  shall  take 
the  oath  of  office,  and  shall  give  a  like  bond  In  the  penalty  of  $30,000. 

Bec,  5.  That  the  commissioner  of  fnrm-land  banks  shall  nclopt  a  seal  of  office 
to  be  approved  by  the  Secretary  of  the  Treasury,  a  description  of  which  seal, 
together  with  an  impression  thereof  and  a  certificate  of  approval  thereof  signed 
by  tlie  Secretary  of  the  Treasury,  shall  be  filed  In  the  office  of  the  Secretary  of 
State. 

Ssa  6.  That  there  shall  be  assigned  from  time  to  time  to  the  commissioner 
of  farm-land  banks  by  the  Secretary  of  the  Treasury  rooms  for  conducting  the 
bnsinefls  of  the  bureau  of  farm-land  banks,  containing  safe  and  secure  fire- 
proof vaults  in  which  the  commissioner  shall  keep  all  original  articles  of  asso- 
ciation and  other  valuable  documents  and  things  belonging  to  his  department; 
and  tbe  commissioner  shall  from  time  to  time  furnish  the  necessary  furniture, 
itationery,  and  other  proper  conveniences  for  the  transaction  of  the  business  of 
Us  olflce. 
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The  commissioner  shall  employ  from  time  to  time  the  necessary  clerks,  to 
be  appointed  and  classified  by  the  Secretary  of  the  Treasury,  to  discharge  Bueb 
duties  as  the  commissioner  shall  direct. 

Sec.  7.  That  it  shall  not  be  lawful  for  the  commissioner  or  deputy  commis- 
sioner, or  for  any  clerk  employed  in  the  bur^u  of  farm-land  ba^^  either 
directly  or  indirectly,  to  be  interested  in  any  farm-land  bank  formed  parsuant 
to  the  provisions  of  this  act. 

Sec.  8.  That  the  commissioner  shall  make  an  annual  report  to  Ck>ngre8s  at 
the  commencement  of  its  session,  exhibiting — 

First.  A  summary  of  the  state  and  condition  of  every  farm-land  bank  from 
which  reports  have  been  received  during  the  preceding  year,  at  the  sevenl 
dates  to  which  such  reports  refer,  with  an  abstract  of  the  whole  amount  of 
mortgages  or  deeds  of  trust  held  by  them  and  collateral  trust  bonds  (herein- 
after described  as  national  land-bank  bonds)  issued  by  them,  the  whole  amount 
of  their. other  assets  and  liabilities,  the  amount  of  their  capital  stock,  and  such 
other  information  in  relation  to  such  companies  as  in  his  Judgment  may  be 
useful  or  as  may  be  requested  by  Ck)ngres8. 

Second.  A  statement  of  the  companies  whose  business  has  been  closed  during 
the  year,  with  the  amount  of  their  mortgages  or  deeds  of  trust  and  of  their 
national  land-bank  bonds  redeemed  and  the  amount  outstanding. 

Third.  Any  other  information  which  he  may  deem  desirable  to  present  and 
such  special  information  as  may  be  called  for  by  Ck)ngress. 

Fourth.  The  names  and  compensation  of  the  clerks  employed  by  him,  and  the 
whole  amount  of  the  expenses  of  the  bureau  of  farm-land  banks  during  the 
year,  together  with  a  full  and  complete  list  of  all  officers,  agents,  clerks,  and 
other  employees  of  his  office,  including  examiners,  receivers,  and  attorneys  for 
receivers,  and  clerks  employed  by  them,  or  any  other  person  connected  with  the 
work  of  said  bureau  in  Washington  or  elsewhere  whose  salary  or  compensation 
is  paid  from  the  Treasury  of  the  United  States  or  assessed  against  or  collected 
from  existing  or  failed  companies  under  supervision  or  control. 

When  the  annual  report  provided  for  in  the  last  section  is  completed,  or  while 
it  is  in  process  of  completion  if  thereby  the  business  may  be  sooner  dispatched, 
the  work  of  printing  shall  be  commenced  under  the  superintendence  of  the 
Secretary  of  the  Treasury,  and  the  whole  shall  be  printed  and  ready  for  de- 
livery on  or  before  the  first  day  of  December  next  after  the  close  of  the  fiscal 
year  to  which  the  report  relates.  There  shall  be  printed  not  to  exced  tea  thou- 
sand copies;  one  thousand  for  the  Senate,  two  thousand  for  the  House,  and  the 
remainder  for  distribution  by  the  commission. 

Sec.  9.  That  within  ninety  days  after  the  approval  of  this  act,  or  as  soon 
thereafter  as  may  be,  the  Secretary  of  the  Treasury  shall  formulate  and  adopt 
the  plans,  rules,  and  regulations  governing  the  operations  of  the  bureau  nf 
farm-land  banks,  in  accordance  with  this  act,  which  plans,  rules,  and  regula- 
tions shall  be  enforced  by  the  said  commissioner  of  farm-land  banks. 

POWERS  OP  COMMISSIONEB  OP  P ABM-LAND  BANKS. 

Sec.  10.  That  the  commissioner  of  farm-land  banks  is  authorized  and  empow- 
ered upon  proper  application  to  issue  charters  or  certificates  of  incorporation 
for  the  establishment  of  national  farm-land  banks  as  herein  provided  for;  and 
to  exercise  supervision  and  control  over  and  make  examinations  of  all  of  the 
national  farm-land  banks  established  under  this  act.  under  such  general  rules 
and  regulations  as  may  be  orovided;  and  to  withdraw  or  forfeit  such  charters 
or  liquidate  such  banks  whenever  necessary,  in  accordance  with  rules  to  be 
provided,  subject  in  all  respects  to  the  requirements  and  provisions  herein 
contained. 

Sec.  11.  That  the  said  commissioner  of  farm-land  banks  Is  hereby  authorized, 
by  general  rules  and  regulations  to  be  approved  by  the  Secretary  of  the  Treas- 
ury, applicable  alike  to  all  the  national  farm-land  banks  organized  hereunder, 
to  specify  the  conditions  under  which  the  privileges  herein  authorized  to  be 
granted  to  all  said  national  farm-land  banks  shall  be  extended  to  such  banks; 
and  particularly  to  provide  for  the  extension  of  such  privileges  only  to  national 
farm-land  banks  operatinjc  In  those  States  which,  by  the  passage  of  suitable  laws, 
have  met  the  requirements  of  the  said  commissioner  of  farm-land  banks  (first) 
as  to  the  simplification  of  land-title  registration  and  conveyancing,  (second) 
as  to  the  slmpHflention.  promptness,  and  economy  of  methods  (»f  securing  farm- 
land loans  and  of  foreclosing  the  same,  and  as  to  other  matters  as  more  fully 
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mmt  out  in  section  thirty-four  of  this  act  And  the  said  commissioner  of  farm- 
tend  banks  shall,  by  like  general  rules  and  regulations  to  be  approved  by  the 
Secretary  of  the  Treasury,  have  the  power  to  specify  the  time  when  such  rules 
-and  regulations  or  certain  of  them  shall  go  into  effect,  and  the  time  within 
^^which  such  coDditlons  or  certain  of  them  must  be  complied  with,  and  to  extend 
»rach  time,  and  to  withhold  such  privileges  or  certain  of  them  from  the  national 
farm-land  banks  operating  in  any  State  falling  to  comply  with  the  required 
|»rovi8ions  and  regulations  until  the  same  are  fully  complied  with. 

Sec.  12.  That  the  commissioner  of  farm-land  banks,  by  and  with  the  approval 
of  the  Secretary  of  the  Treasury,  shall  from  time  to  time  prepare  and  publish 
amortization  tables,  covering  periods  of  from  six  to  thirty-five  years,  at  varying 
imtes  of  interest,  to  meet  all  the  requirements  of  the  banks  organized  hereunder. 
Such  tables  shall  be  adopted  and  used  by  all  of  such  banks  as  the  basis  of  all 
rq;myments  of  long-term  mnrtgnge  loans  herein  provided  for. 

INOOBPOBATION   OF   NATIONAL  FABli-LAND   BANKS. 

Skc.  13.  That  the  associations  for  carrying  on  the  business  of  farm-land  bank- 
inig  under  this  act  may  be  formed  by  any  number  of  natural  persons,  not  less 
In  any  case  than  ten.  They  shall  enter  into  articles  of  association,  which  shall 
specify  in  general  terms  the  object  for  which  the  association  is  formed,  and 
may  contain  any  other  provisions  not  inconsistent  with  law  which  the  associa- 
tion may  see  fit  to  adopt  for  the  regulation  of  its  business  and  the  conduct  of 
Its  affaira  These  articles  shall  be  signed  by  the  persons  uniting  to  form  the 
association,  and  a  copy  of  them  shall  be  forwarded  to  the  commissioner  of 
form-land  banks  to  be  filed  and  preserved  in  his  office. 

Sec.  14.  That  the  persons  uniting  to  form  such  a  national  farm-land  bank 
(diall,  under  their  hands,  make  an  orgnnlzntion  certificate,  which  shall  specifically 
state: 

First.  The  name  assumed  by  such  association.  The  words  "national  farm- 
land bank  "  shall  be  a  part  of  the  title  of  every  such  institution,  and  these  woids 
shall  not  be  used  by  any  institution  other  than  those  Incorporated  under  this 
act:  Provided,  however,  That  if  the  persons  uniting  to  form  such  a  national 
farm-land  bank  shall  wish  to  apply  cooperative  principles  in  the  formation  and 
management  of  the  same,  the  words  "national  farm-land  bank,  cooperative,'* 
shall  be  a  part  of  the  title ;  and  the  word  "  cooperative  **  shall  not  be  used  by 
any  national  farm-land  bank  other  than  those  which  accept  the  following 
principles  and  provide  in  their  by-laws  that — 

(a)  No  stockholder  shall  own  more  than  ten  per  centum  of  the  share  capital 
at  any  time. 

(b)  At  all  meetingH  of  the  stockholders  of  such  banking  corporation  each 
stockholder  shall  have  one  vote  and  only  one  on  all  matters  pertaining  to  the 
organization  or  management  of  the  institution,  irrespective  of  the  number  of 
shares  of  stock  owned  by  such  stockholder. 

(c)  The  net  earnings  of  such  banking  corporation  available  and  set  aside 
for  the  payment  of  interest  and  dividends  shall  be  distributed  as  follows : 

To  each  owner  of  stock  of  such  corporation  may  first  be  paid  a  dividend  in 
the  form  of  interest  upon  the  par  value  off  the  shares  of  stock  owned  by  such 
owner  of  stock,  computed  at  the  rate  of  Interest  generally  prevailing  in  the 
community  where  such  bank  is  located,  but  not  exceeding  the  legal  rate  of 
Interest  in  the  State  where  buch  banking  corporation  is  situated,  if  said  earnings 
are  sufficient  for  that  puriiose;  otherwise,  to  be  paid  to  each  owner  of  such 
stock  pro  rata  computed  upon  the  par  value  of  such  stock.  The  balance  of 
such  net  earnings,  if  any,  shall  be  distributed  among  the  patrons  of  such  bank- 
ing corporation  in  proportion  to  the  amount  of  business  transacted  with  such 
bank:  Provided,  however.  That  in  such  distribution  the  share-owning  patrons 
may,  if  approved  by  a  two-thirds  vote,  take  dividends  at  a  rate  twice  as  great 
as  that  paid  to  the  nonsha re-owning  patrons. 

(d)  The  shares  of  stock  of  such  national  farm-land  banks,  cooperative,  may 
be  of  the  par  value  of  $25  each. 

(e)  In  all  other  respects  such  national  farm-land  banks,  cooperative,  shall 
conform  to  and  be  governed  by  the  general  laws  as  herein  provided. 

The  words  "national  fnrm-land  bank"  or  "national  farm-land  bank,  cooper- 
ative." shall  be  prefixed  by  such  descriptive  title  or  name  as  the  applicants  may 
indicate,  subject  to  the  approval  of  the  commissioner  of  farm-land  banks. 
Each  said  national  farm-land  bank  shall  be  designated  by  an  official  number 
provided  by  the  commissioner  of  farm-land  banks. 
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Second.  The  State  in  which  the  operations  of  sach  national  farm>land  banks 
are  to  be  carried  on,  and  the  place  in  said  State  where  its  principal  offltoe  is  to 
be  located,  which  place  may  be  changed  from  time  to  time  upon  the  request  of 
such  national  farm-land  bank,  with  the  approval  of  the  commissioner  of  fam- 
land  banka 

Third.  The  amount  of  capital  stock,  and  the  number  of  shares  into  whkk 
the  same  is  to  be  divided :  Provided,  That  such  capital  stock  shall  in  no  case 
be  less  than  $10,000 :  And  provided  further.  That  such  capital  stock  may  be 
increased  or  decreased  from  time  to  time,  subject  to  the  approval  of  the  com- 
missioner  of  farm-land  banks,  but  at  no  time  to  be  less  than  the  minimum  htnkn 
set  forth. 

Fourth.  The  names  and  places  of  residence  of  the  shareholders  and  the 
number  of  shares  held  by  each  of  them. 

Fifth.  The  fact  that  the  certificate  is  made  to  enable  such  persons  to  avail 
themselves  of  the  advantages  of  this  act. 

Seo.  15.  That  the  organization  certificate  shall  be  acknowledged  before  a 
Judge  of  some  court  of  record,  or  before  a  notary  public,  nnd  shall  be,  together 
with  the  acknowledgment  thereto,  authenticated  by  the  seal  of  such  court  or 
notary  public,  transmitted  to  the  commissioner  of  farm-land  banks,  who  sball 
record  and  carefully  preserve  the  same  in  his  office. 

PowEBS   AND   Limitations  of   National   Farm-Land   Ranks. 

GENERAL  POWERS. 

Sec.  16.  That  upon  duly  making  and  filing  the  artiele.s  of  association  and 
an  organization  certificate,  the  association  shall  become,  as  from  the  date  of 
the  execution  of  its  organization  certificate,  a  body  corporate;  and  as  sodi. 
and  in  the  name  designated  in  the  organization  certificate,  shall  have  power: 

First*  To  adopt  and  use  a  corporate  seal. 

Second.  To  have  succession  for  the  period  of  fifty  years  from  its  organiia- 
tion,  unless  it  is  sooner  dissolved  according  to  the  provisions  of  Its  articles  of 
association  or  by  the  act  of  its  shareholders  owning  two-thirds  of  its  caidtal 
stock;  except  that,  in  the  case  of  cooperative  farm-laud  banks,  a  vote  of  two- 
thirds  of  the  stockholders  shall  be  necessary,  or  unless  its  franchise  becomes 
forfeited  by  some  violation  of  law :  Provided,  That  the  charters  of  nil  uatiootl 
farm-land  banks  shall  be  at  all  times  subject  to  change,  amendment,  or  repeal 
under  general  laws  enacted  by  Congress:  Provided,  That  uo  such  change,  amend- 
ment, or  repeal  shall  in  any  way  affect  the  rights  of  the  creditors  of  such 
national  farm-land  banks. 

Third.'  To  make  contracts. 

Fourth.  To  sue  and  be  sued,  complain  and  defend,  in  any  court  of  law  and 
equity  as  fully  as  natural  persons. 

Fifth.  To  elect  or  appoint  not  less  than  five  nor  more  than  nine  directors, 
and  by  its  board  of  directors  to  appoint  a  president,  vice  president,  and  other 
officers,  to  define  their  duties,  require  bonds  of  them,  and  fix  the  penalty 
thereof,  dismiss  such  officers  or  any  of  them  at  pleasure,  and  appoint  others 
to  fill  their  places:  Provided,  That  the  officer  herein  described  as  Federal 
fiduciary  agent  shall  not  be  subject  to  removal  by  the  board  of  directors  or 
officers  of  said  bank,  but  shall  be  subject  to  removal  only  by  the  commiasicmer 
of  farm-land  banks. 

Sixth.  To  prescribe  by-laws  not  inconsistent  with  law  regulating  the  manner 
in  which  its  stock  shall  be  transferred,  its  directors  shall  be  elected  or  ap- 
pointed, its  officers  elected  or  appointed,  its  property  transferred,  its  general 
business  conducted,  and  the  privileges  granted  to  it  by  law  exercised  and  en- 
Joyed,  except  that  in  the  case  of  cooperative  farm-land  banks  the  by-laws  shall 
be  approved  by  two-thirds  of  the  stockholders  before  beinp  adoptetl  and  put 
into  effect. 

Seventh.  To  exercise  by  its  board  of  directors  or  duly  authorised  officers 
or  agents,  subject  to  law,  all  such  incidental  powers  as  shall  be  necessary  to 
carry  on  the  business  of  farm-land  banking:  Provided,  That  the  powers  of 
such  association  shall  include  the  following  specific  powers  and  shall  be  sub- 
ject to  the  following  specific  restrictions: 
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A.  BPEOIFIO  POWERS. 


Every  national  farm-land  bank  shall  have  the  following  specific  powers: 

(a)  To  accept  and  pay  interest  on  deposits  to  an  amount  not  exceeding  fifty 
per  centum  of  the  amount  of  its  combined  paid-up  capital  and  surplus;  to 
receive  deposits  of  postal  savings  funds  to  the  same  extent  and  to  pay  interest 
tbereon  at  the  rate  required  of  other  banks  receiving  such  deposits.  Tlie 
tmstees  of  the  Postal  Savings  System  are  hereby  authorized  and  empowered 
to  select  national  farm-land  banks  as  depositories  for  such  funds,  which  banks, 
when  required  by  the  Secretary  of  the  Treasury,  shall  act  as  fiscal  agent  of  the 
United  States. 

(b)  To  make  loans  upon  farm  lands  anywhere  within  the  State  in  which  such 
national  farm-land  bank  is  operated :  Provided, 

First.  That  such  loans  are  made  for  not  more  than  thirty-five  years. 

Second.  That  such  loans  are  secured  by  a  first  mortgage  or  first  deed  of  trust 
on  farm  lands. 

Third.  That  such  loans  shall  be  made  for  any  of  the  following  purposes: 
(a)  To  complete  the  purchase  of  the  agricultural  lands  mortgaged;  (b)  to  im- 
prove and  equip  snch  lands  for  agricultural  purposes;  (c)  to  pay  and  disdiirge 
debts  secured  by  mortgages  or  deeds  of  trust  on  said  lands. 

Fourth.  That  such  loans  do  not  exceed  fifty  per  centum  in  amount  in  the  case 
of  improved  farm  lands.,  and  do  not  exceed  forty  per  centum  in  amount  in  other 
cases,  of  the  value  of  the  said  lands :  to  be  determined  by  an  appraisal,  as  pro- 
vided in  this  act. 

Fifth.  That  every  such  farm-land  loan  contain  a  mandatory  provision  for  the 
amortization  of  such  loan,  or  reduction  of  the  same  by  annual  or  semiannual 
payments  on  account  of  principal :  Provided,  That  the  loan  extends  over  a 
period  exceeding  five  years. 

Sixth.  That  every  such  loan  may  be  paid  oflC  in  whole  or  in  part  by  the  bor- 
rower, in  accordance  with  rules  to  be  prescribed  by  the  commissioner  of  farm- 
land banks,  at  any  interest  period,  after  such  loan  has  continued  for  five  years, 
by  the  payment  of  the  whole  or  a  part  of  such  loan,  with  interest  to  such  date, 
after  crediting  the  amortization  payments  on  the  same,  as  and  when  they  were 
nuide. 

(c)  To  issue,  sell,  and  trade  in  its  own  collateral  trust  bonds  which  shall  be 
known  and  described  as  "national  land-bank  bonds"  secured  by  the  deposit,  as 
elsewhere  herein  provided  of  first  mortgages  or  first  deeds  of  trust  (and  of  notes 
or  bonds  secured  thereby),  in  an  amount  equal  at  least  to  the  face  value  of 
the  national  land-bank  bonds  so  issued  and  sold  by  the  said  bank :  Provided, 

First  That  the  rate  of  interest  upon  the  farm-land  loans  evidenced  by  the 
mortgages  or  deeds  of  trust  held  by  the  bank  as  security  for  its  own  national 
land-bank  bonds  shall  not  exceed  the  rate  of  Interest  paid  on  such  national 
land-bank  bonds  by  more  than  one  per  centum  annually  upon  the  amount  unpaid 
on  the  loan,  which  said  one  per.  centum  shall  cover  all  charges  of  administration. 

Seconds  That  all  national  land-bank  bonds  issued  by  the  said  bank  shall  be 
payable  on  a  date  specified  and  shall  be  subject  to  call  at  par,  at  any  interest 
period,  after  the  date  of  issue,  or  after  a  specified  time,  by  such  proper  notice 
and  advertisement  as  may  be  provided  by  the  commissioner  of  farm-land  banka 

Third.  That  such  national  laud-bank  bonds  shall  be  always  protected  by 
the  deiK)8it.  as  security  therefor,  of  at  least  an  equal  amount  in  face  value  of 
ftrrt  mortgage  or  first  deed  of  trust  farm  loans  (and  of  notes  or  bonds  secured 
thereby),  maturing  not  less  than  five  years  after  their  date. 

Fourth.  That  as  the  amortization  payments  are  credited  upon  the  first  mort- 
gage or  first  deed  of  trust  farm  loans  so  deposited  as  security,  the  national 
land-bank  bonds  issued  by  the  bank  and  secured  thereby  shall  be  called  and 
paid,  or  purchased  in  the  open  market  and  retired,  to  the  extent  of  the  credits 
made  upon  such  first  mortgage  or  first  deed  of  trust  farm  loans  held  as  security 
for  the  same,  under  rules  and  regulations  made  by  the  commissioner  of  farm- 
land bank& 

Fifth.  That  the  first  mortgage  or  first  deed  of  trust  farm  loans  (and  the  notes 
and  bonds  secured  thereby)  field  as  security  for  such  national  land-bank  bonds 
afaaU  at  all  times  be  in  the  joint  possession  and  under  the  joint  control  of  the 
said  bank  and  of  the  Federal  fiduciary  agent  hereinafter  provided  for,  and  that 
a  register  of  such  first  mortgages  or  first  deeds  of  trust  shall  be  at  all  times 
kept  by  the  bank,  entries  or  cancellations  in  which  shall  only  be  made  with  the 
approval  in  writing  of  such  Federal  fiduciary  agent. 
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Sixth.  That  no  national  land-bank  bond  shall  be  issued  against  any  mortgage 
or  deed  of  trust  (or  notes  or  bonds  secured  thereby)  which  falls  due  earHtr 
than  five  years  after  Its  date. 

(d)  To  use  its  capital  stock,  surplus,  and  deposits  as  a  revolving  fund  for  tbe 
temporary  purchase  or  holding  of  such  first  mortgage  or  first  deed  of  tmst  fain 
loans;  or  to  use  the  same  for  the  purpose  of  buying  in  its  national  land-bank 
bonds  and  of  holding  them  temporarily,  so  as  to  maintain  the  price  of  the  same; 
or  to  loan  its  capital  and  surplus  on  first  mortgages  or  first  deeds  of  trust  for 
a  period  not  exceeding  five  years :  Provided,  That  not  to  exceed  fifty  per  centum 
of  such  capital  and  surplus  may  be  permanently  invested  in  such  national  land- 
bank  bonds  and  in  first  mortgage  or  first  deed  of  trust  farm  loans,  and  the  re- 
mainder of  the  capital  and  surplus  can  be  permanently  invested  only  in  United 
States  Government  bonds,  in  the  bonds  of  the  State  in  which  such  bank  is 
operating,  or  in  such  other  securities  as  may  be  authorized  by  the  commlssoner 
of  farm-land  banks. 

(e)  To  buy  and  sell  gold  and  silver  coin  and  bullion;  to  collect  notes,  drafta 
and  bills  of  exchange ;  to  discount  commercial  and  other  short-term  pap^  and 
deal  In  national  land-bank  bonds  of  other  farm-land  banks  with  its  depositB; 
to  k§H>  reciprocal  accounts  with  other  banks;  to  rediscount  its  commercial  and 
other  short-term  paper  with  other  banks;  and  to  carry  on  a  goieral  bankhig 
business  so  far  as  its  current  deposits  are  concerned :  Provided,  That  such  de- 
posits do  not  exceed  fifty  per  centum  of  its  capital  and  surplus,  except  aa  else- 
where herein  specfied:  Provided,  however,  That  farm-land  banks,  cooperatlye, 
may  for  and  with  their  stockholders  also  do  and  transact  the  business  now 
possessed  and  exercised  by  national  banks  under  the  laws  of  the  United  States, 
under  such  rules  and  regulations  as  may  be  prescribed  by  the  commlssoner  of 
farm-land  banks. 

n.    SPECIFIC    LIMITATIONS. 

Every  national  farm-land  bank  shall  be  subject  to  the  following  specific 
limitations : 

(a)  The  amount  of  national  land-bank  bonds  that  may  be  issued  and  out- 
standing at  any  one  time  by  such  national  farm-land  bank  shall  not  exceed 
fifteen  times  its  caj)ltal  and  accumulated  suri>lus. 

(b)  The  charges  of  administration  imposed  by  such  national  farm-land  bank 
upon  the  borrower  for  handling  such  loan  shall  not  in  each  instance  exceed  an 
annual  charge  of  one  per  centum  upon  the  amount  unpaid  on  the  loan. 

(3)  The  payments  to  be  made  annually  or  semiannually  by  the  borrower 
shall  in  all  cases  be  sufficient  to  pay  the  interest  charge  uiwn  the  loan,  the  ad- 
ministration charges  of  the  bank,  and  an  amortization  payment  sufficient  to 
retire  and  pay  off  the  amount  of  the  principal  borrowed  (as  evidenced  by  the 
face  of  said  tfrst  mortgage  or  first  deed  of  trust  and  the  notes  or  bonds  secured 
thereby),  at  its  maturity. 

(d)  No  national  farm-land  bank  shall  at  any  time  loan  any  money  upon  the 
faith  or  credit,  or  upon  the  assignment,  of  its  own  stock,  or  of  the  stock  of  any 
other  national  farm-land  bank;  nor  shall  any  national  farm-land  bank  loan  to 
or  on  the  credit  of,  any  one  individual  or  institution,  either  on  the  security  of 
land  or  on  any  other  security,  an  amount  in  excess  of  twenty  per  centum  of 
the  sum  of  its  then  paid-in  capital  and  surplus. 

Eighth.  But  no  national  farm-land  bank  shall  transact  any  business  except 
such  as  is  incidental  and  necessarily  preliminary  to  its  organization  until  it 
has  been  authorized  to  commence  business  by  the  oonnnisslonpr  of  farm-land 
banks. 

HOLDINGS    OF    REAL    ESTATE. 

Sec.  17.  That  national  farm-land  bank  may  purchase,  hold,  and  convey  real 
estate  for  the  following  purposes  and  for  no  others : 

First.  Such  as  shall  be  necessary  for  its  Immediate  accomnn)dation  In  the 
transaction  of  its  business. 

Second.  Such  as  shall  be  mortgaged  to  it  by  way  of  security  for  loans  made 
by  it,  as  elsewhere  herein  provided. 

Third.  Such  as  shall  be  conveyed  to  it  in  satisfaction  of  delKs  contracted  in 
the  course  of  business  dealings. 

Fourth.  Such  as  it  shall  purchase  at  sale  under  judgments,  (iecrees,  or  mort- 
gages or  deeds  of  trust,  held  by  the  bank,  or  shall  purchase  to  secure  debts 
due  to  It 
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r-  But  no  such  bank  shall  hold  the  title  and  possession  of  any  real  estate  con- 
veyed to  or  purchased  by  it  to  secure  any  debts  due  to  it  for  a  longer  period 
han  five  years. 

—  EXEMPTION  FBOM   TAXATION. 

Sec.  18.  That  every  national  farm-land  bank  incorporated  under  the  terms  of 
'ails  act  and  the  capital  stock  and  surplus  therein  and  the  income  derived  there- 
^from  and  the  mortgages  and  deeds  of  trust  (and  the  notes  and  bonds  secured 
^thereby)  held  by  said  bank  and  the  national  land-bank  bonds  issued  by  the 
:4Hiine  shall  be  exempt  from  Federal  State,  and  local  taxation,  except  in  respect 
dto  taxes  upon  real  estate. 

I  FEDERAL  FIDUCIABY  AGENT. 

Sec.  19.  That  the  commissioner  of  farm-land  banks  shall  at  the  time  of  or- 
^Eanization  of  each  national  farm-land  bank  designate  some  individual  who  is 
mot  an  officer  or  director  of  the  bank,  and  who  is  not  objectionable  to  the 
illrectors  of  the  bank,  as  a  "  Federal  fiduciary  agent  *'  for  that  bank,  who  shall 
Also  be  the  representative  of  the  bureau  of  farm-land  banks.  As  such  Federal 
fiduciary  agent  he  shall  have  the  following  powers  and  perform  the  following 
Unties : 

.  First.  He  shall  certify  to  each  national  land-bank  bond  issued  by  the  said 
teink,  and  no  national  Innd-bank  bond  issued  without  his  signature  shall  be 
Mnding  upon  the  said  bank 

Second.  He  shall  have  Joint  possession  and  control  with  the  bank  of  the 
jnortgages  and  deeds  of  trust  (and  of  the  notes  and  bonds  secured  thereby) 
which  are  deposited  as  security  for  the  national  land-bank  bonds  issued  by  the 
trnnk.  and  no  mortgage  or  deed  of  trust  (or  note  or  bond  secured  thereby)  so 
3>laced  in  the  Joint  possession  of  himself  and  the  said  bank  shall  be  withdrawn 
or  changed  or  have  any  credit  made  thereon  ^cept  by  and  with  his  consent  in 
-writing. 

Third.  He  shall  have  the  supervisory  control  of  all  entries  in  the  mortgage 
ledger  kept  by  the  bank,  in  which  ledger  shall  be  kept  a  detailed  statement  of 
«ach  issue  of  national  land-bank  bonds  made  by  the  bank,  and  of  all  the 
mortgages  or  deeds  of  trust  (and  notes  or  bonds  secured  thereby)  held  by  the 
bank  and  himself  Jointly,  to  secure  the  national  land-bank  bonds  of  the  bank, 
ae  well  of  such  other  Information  as  may  be  required  by  the  bureau  of  farm- 
land banks.  And  no  entry  shall  be  made  in  the  said  mortgage  ledger  indi- 
cating either  the  deposit  of  mortgages  or  deeds  of  trust,  the  withdrawal  or 
snbstitution  of  mortgages  or  deeds  of  trust,  or  credits  on  mortgages  or  deeds 
of  trust  so  held  by  the  bank,  except  by  and  with  his  approval  in  writing, 
wbich  approval  may  be  signified  by  signing  his  name  on  the  margin  of  the  page 
\v  the  mortgage  ledger  where  such  entries  are  made. 

Fourth.  He  shall  execute  such  bond  with  such  security  as  may  be  required 
by  the  commissioner  of  farm-land  banks.  The  salary  and  expenses  of  said 
Federal  fiduciary  agent  shall  be  fixed  by  the  Joint  agreement  of  the  bank  and 
of  the  commissioner  of  farm-land  banks  and  shall  be  paid  by  the  national 
farm-land  bank  with  which  he  is  acting. 

CAPITAL   STOCK. 

Sec.  20.  That  the  shares  of  stock  of  each  national  farm-land  bank  shall  be 
•f  the  par  value  of  $100  each,  and  each  stockholder  shall  be  entitled  to  one 
vote  for  each  share  of  stock  standing  in  his  name:  Provided,  however,  That  in 
tbe  case  of  national  farm-land  banks,  cooperative,  each  stockholder  shall  be 
entitled  to  one  vote,  and  only  one,  and  the  shares  of  stock  may  be  of  the  par 
value  of  $25  each.  Shareholders  may  vote  by  proxies  duly  authorized  in 
^^riting;  but  no  officer,  clerk,  or  employee  of  such  bank  shall  act  as  proxy, 
and  no  shareholder  whose  liability  is  past  due  or  unpaid  shall  be  allowed  to 
vote.  Any  national  farm-land  bank  may  be  it  by-laws  authorize  cumulative 
voting  for  directors. 

Sec.  21.  That  at  least  fifty  per  centum  of  the  capital  stock  of  every  national 
farm-land  bank  shall  be  paid  in  before  it  shall  be  authorized  to  do  business, 
and  the  remainder  of  the  capital  stock  of  said  bank  shall  be  paid  in,  in  install- 
ments of  at  least  ten  per  centum  each  on  the  whole  amount  of  the  capital,  as 
frequently  as  one  installment  before  the  end  of  each  succeeding  month  from 
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the  time  it  sliall  be  authorized  by  the  commissioner  of  farm-land  banks  to  con- 
'mence  business,  and  the  payment  of  each  installment  shall  be  certified  to  tite 
commissioner  of  farm-land  banks,  under  oath,  by  the  president  or  cashier  of 
the  bank. 

Sec.  22.  That  whenever  any  shareholder  or  his  assignee  fails  to  pay  anj 
installment  on  the  stock  when  the  same  is  required  by  the  preceding  sectfcm 
to  be  paid,  the  directors  of  such  bank  may  sell  the  stock  of  such  delinqtMot 
shareholder  at  public  auction,  having  given  three  weeks*  previous  nodes 
thereof  in  a  newspaper  of  general  circulation  published  in  the  city  or  comity 
where  the  bank  is  located  (or  if  no  newspaper  is  published  in  said  city  or 
county,  then  in  a  newspaper  published  nearest  thereto),  to  any  person  who 
will  pay  the  highest  price  therefor,  to  be  not  less  than  the  amount  due  thereon, 
with  the  expenses  of  advertisement  and  sale;  and  the  excess,  if  any,  shall  bo 
paid  to  the  delinquent  shareholder.  If  no  bidder  can  be  found  who  will  pay 
for  such  stock  the  amount  due  thereon  to  the  association  and  the  cost  of 
advertisement  and  sale,  the  amount  previously  paid  shall  be  forfeited  to  tbe 
association,  and  such  stock  shall  be  sold  as  the  directors  may  order,  within  six 
months  from  the  time  of  such  forfeiture;  and  if  not  sold,  it  shall  be  canceled 
and  deducted  from  the  capital  stock  of  the  association.  If  any  such  canceUa- 
tion  and  reduction  shall  reduce  the  capital  of  the  association  below  the  mini- 
mum of  the  capital  required  by  law,  or  below  one-fifteenth  of  its  outstandlnf 
national  land-bank  bonds,  the  capital  stock  shall,  within  thirty  days  from  tbe 
date  of  such  cancellation,  be  increased  to  the  required  amount,  in  default  of 
which  a  receiver  may  be  appointed,  according  to  the  provisions  of  sectiOD 
fifty-two  hundred  and  thirty-four  of  the  Revised  Statutes,  so  fas  as  it  may 
be  applied  hereto,  to  close  up  the  business  of  such  bank. 

Sec.  23.  That  any  bank  formed  under  this  act  may,  by  its  articles  of  association, 
provide  for  an  increase  of  its  capital  from  time  to  time,  as  may  be  deemed  expe> 
dient,  subject  to  the  limitations  of  this  act.  But  the  maximum  of  such  increass 
to  be  provided  in  the  articles  of  association  shall  be  approved  by  the  commis- 
sioner of  farm-land  banks;  and^o  increase  of  capital  shall  be  valid  until  tho 
total  amount  of  such  increase  is  paid  in  and  until  notice  thereof  has 
transmitted  to  the  commissioner  of  farm-land  banks,  who  shall  thereupon 
to  such  bank  his  certificate,  specifying  the  amount  of  such  increase  of  capitsl 
stock,  with  his  approval  thereof,  and  after  it  has  been  duly  paid  in  it  shall  bo 
treated  as  part  of  the  capital  stock  of  such  association. 

Sec.  24.  That  any  bank  formed  under  this  act  may,  by  the  vote  of  share- 
holders owning  two-thirds  of  its  capital  stock,  or  in  the  case  of  national  fkrm- 
iand  banks,  cooperative,  by  the  vote  of  two-thirds  of  the  stockholders,  reduce 
its  capital  to  any  sum  not  below  the  amount  required  by  this  act  to  authorise 
the  formation  of  such  a  bank;  but  no  such  reduction  shall  be  allowed  which 
will  reduce  the  capital  and  surplus  of  the  association  below  one-fifteenth  of  its 
outstanding  national  land-bank  bonds  as  herein  provided;  nor  shall  any  socb 
reduction  be  made  until  the  amount  of  the  proposed  reduction  has  been  re- 
ported to  and  approved  by  the  commissioner  of  farm-land  banks. 

BOABD    OF    DIBECTOBS. 

Sec.  25.  That  the  affairs  c»f  each  bank  shall  be  managed  hy  not  less  than  five 
nor  more  than  nine  directors.  All  directors  shall  be  elected  by  the  shareholders 
at  a  meeting  to  be  held  at  any  time  before  the  association  is  authorized  by 
the  commissioner  of  farm-land  banks  to  commence  business,  and  afterwards  at 
meetings  to  be  held  on  any  such  date  in  January  of  each  year  as  is  speclfltd 
therefor  in  the  articles  of  association.  The  directors  shall  hold  office  f6r  one 
year  and  until  their  successors  are  elected  and  qualified. 

Sec.  26.  That  every  director  must,  during  his  whole  term  of  sen-ice,  be  a 
citizen  of  the  United  States;  and  at  least  three-fourths  of  the  directors  must 
reside  in  the  State  or  Territory  in  which  the  bank  is  located  for  at  least  one 
year  immediately  preceding  their  election,  and  must  be  residents  therein  dnring 
their  continuance  in  ofilce.  Bvery  director  must  own.  in  his  own  right,  at  least 
five  shares  of  the  capital  stock  of  tlie  bank  of  which  he  is  a  director.  Any 
•director  who  ceases  to  be  the  owner  of  five  shares  of  stock,  or  who  becomes 
in  any  other  manner  disqualified,  shall  thereby  vacate  his  place. 

Sec.  27.  That  each  director,  when  appointed  or  elected,  simll  take  an  o«Ui 
that  he  will,  so  far  as  the  dnty  devolves  on  him.  diligently  and  honestly  ad- 
minister the  affairs  of  such  bank,  and  will  not  knowingly  violate  or  wlllini^y 
|)ermlt  to  be  violated  any  of  the  provisions  of  this  act  and  that  he  is  the  owner 
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In  fTOod  faith,  and  in  bis  own  right,  of  the  number  of  shares  of  stock  reqnired 
by  this  act,  subscribed  for  by  him  or  standing  in  his  name  on  tlie  boolcs  of 
the  bnuk,  and  that  the  same  is  not  hypothecated  or  in  any  wav  pledged  as 
security  for  any  loan  or  debt.  Snch  oath  subscribed  by  tlie  director  making 
It.  and  certified  by  the  oflicer  before  whom  it  is  taken,  sliall  l)e  immediately 
transmitted  to  the  commissioner  of  farm-land  banks  and  shall  be  liled  and 
preserved  in  his  office. 

Sec.  28.  That  any  vacancy  in  the  board  shall  be  filled  by  appointment  by 
the  remaining  directors,  and  any  director  so  appointed  shall  hold  his  place 
until  the  next  election. 

Sec.  2J).  That  if,  from  any  cause,  an  election  of  directors  is  not  made  at  the 
time  appointed,  the  bank  shall  not  fen-  that  cause  be  dlssolve<l,  but  an  election 
may  be  held  on  any  subsequent  day,  thirty  days'  notice  theriM^f  in  all  cases 
having  been  given  in  a  newspaper  published  in  the  city,  town,  or  county  in 
which  the  bank  is  located:  and  if  no  newspaper  is  published  in  such  city, 
town,  or  county,  such  notice  shall  be  i)ublished  in  a  newsi>aper  published 
nearest  thereto.  If  the  articles  of  association  do  not  fix  the  day  on  which  the 
election  shall  be  held,  or  if  no  election  is  held  on  the  day  fixed,  the  day  for 
the  election  shall  be  designated  by  the  board  of  directors;  or  if  the  directors 
fail  to  fix  the  day,  shareholders  representing  two-thirds  of  the  shares  may 
do  so,  or  in  the  case  of  national  farm-land  banks,  cooiierative.  two-thirds  of 
the  stockholders  may  do  so. 

Sec.  30.  That  one  of  the  directors,  to  be  chosen  by  the  board,  shall  be  the 
(iresldent  of  the  l)oard.  One  or  more  vice  presidents  shall  likewise  be  chosen 
by  the  board. 

LIABILITY    OF    STOCKHOLDERS. 

Sec.  31.  That  the  shareholders  of  every  national  farm-land  bank  shall  be  held 
individually  resiwnsible,  equally  and  ratably,  and  not  one  for  another,  for  all 
contracts,  debts,  and  engagements  of  such  bank,  to  the  extent  of  the  amount 
of  their  stock  therein,  at  the  par  value  thereof,  in  addition  to  the  amount  in- 
vested In  such  shares,  unless,  in  the  case  of  national  farm-land  banks,  coopera- 
tive, by  a  two-thirds  vote  of  the  stockholders  a  larger  liability  shall  be  under- 
taken. 

Sec.  32.  That  persons  holding  stock  as  executors,  administrators,  guardians, 
or  trustees  shall  not  be  personally  subject  to  any  liabilities  as  stockholders;  but 
the  estates  and  funds  in  their  hands  shall  be  liable  in  like  manner  and  to  the 
itme  extent  as  the  testator,  intestate,  ward,  or  person  interested  in  such  trust 
fonds  would  be  If  living  and  competent  to  act  and  hold  the  stock  in  his  own 


^     rOlfVEBSION    OF    EXISTING    LAND-MORTGAGE    COMPANIES    AND    OTHER    STATE    INSTITU- 
l  TIONS    INTO    NATIONAL    FARM-LAND   BANKS. 

Sec.  33.  That  any  land-mortgage  association  or  corporation,  or  any  similar 
tnstitution.  Including  building  and  loan  associations  or  savings  and  loan  asso- 
ciations lending  exclusively  on  farm  mortgages,  now  incorporated  under  the 
general  or  special  laws  of  any  State,  may  become  a  national  farm-land  bank 
under  this  act,  under  a  suitable  name,  upon  complying  with  the  provisions  of 
this  act;  and  In  such  case  the  articles  of  association  and  the  organization 
certificate  may  be  executed  by  a  majority  of  the  stockholders  of  the  existing 
inatitntion,  and  the  certificate  shall  declare  that  the  owners  of  two- thirds  of  the 
ca[rital  stock  of  the  old  institution  have  authorized  the  directors  to  make  such 
cerfiflcate  and  to  change  and  convert  the  Institution  into  a  national  farm-land 
bank.    The  majority  of  the  directors,  after  executing  the  articles  of  association 
tnd  organization  certificate,  shall  have  power  to  execute  all  other  papers  and 
to  do  whatever  may  be  required  to  make  its  organization  perfect  and  complete 
•a  a  national  farm-land  bank.    The  directors  of  the  old  compsmy  may  continue 
to  be  the  directors  of  the  national  farm-land  bank  until  others  are  elected  or 
i    a])polnted.  In  accordance  with  the  provisions  of  this  chapter.     When  the  com- 
I    miflBloner   of   farm-land   banks   has   given   to    such    association    a    certificate 
onder  his  hand  and  ofllcial  seal,  after  the  provisions  of  this  bill  have  been  com- 
jMed  with  and  after  It  is  authorized  to  commence  the  business  of  farm-land 
blinking,  the  bank  shall  have  the  same  powers  and  privileges  and  shall  be 
■abject  to  the  same  duties,  responsibilities,  and  rules,  in  all  respects,  as  are 
preflcribed  for  other  banks  originally  organized  as  national  farm-land  banks, 
flml  shall  be  held  antl  repinlwl  as  such  a  national  farm-land  bank;  but  no  such 
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bank  shall  have  a  less  capital  than  the  amount  prescribed  for  iiational  far 
land  banks  organized  under  this  act,  and  no  such  corporation  shall  be  authorii 
to  do  business  as  a  national  farm-land  bank  until  the  amount  of  Its  outstandi 
collateral  trust  bonds  is  so  reduced  that  it  does  not  exceed  fifteen  times  1 
capital  and  surplus  of  the  said  bank  and  until  it  complies  in  all  other  respe 
with  the  provisions  of  this  act. 

PRIVILEGES   GRANTKD    TO    NATIONAL    FARM-LAND   BANKS. 

Sec.  34.  That  the  national  laud-bank  bonds  of  any  national  farm-land  ba 
Bhall  be  available  for  the  following  purposes: 

First.  As  security  for  the  deposit  of  postal  savings  funds  in  such  natioi 
farm-land  bunks  and  all  other  banks  authorized  to  receive  such  dei)osits. 

Second.  As  a  legal  investment  for  time  deposits  of  national  banking  assoc 
Uons,  as  provided  in  the  Federal  reserve  act,  and  for  the  funds  accumula 
In  savings  banks  organized  and  doing  business  in  the  District  of  Ck)lumbia. 

Third.  As  a  legal  investment  for  trust  funds  and  estates  under  the  charge 
or  administered  by  any  of  the  courts  of  the  United  States. 

Fourth.  As  a  security  for  loans  from  national  banking  associations  to 
tional  farm-land  banks  or  to  individuals,  for  not  exceeding  five  years,  to 
amount  aggregating  not  over  twenty-five  per  centum  of  the  capibil  and  surp 
o^  to  one-third  of  the  time  deposits  of  the  national  banking  association  mak 
such  loan.  Such  loans  to  be  made  and  held  by  the  national  banking  a8so< 
tlon  making  the  same,  as  being  within  the  i)rovisions  of  section  twenty-f 
of  the  Federal  reserve  act,  so  as  to  permit  national  banking  associations 
lend  to  national  farm-land  banks,  on  their  obligations  secured  by  their  natio 
land-bank  bonds,  in  place  of  making  the  loan  directly  on  farm  lands,  as  i 
vided  for  in  said  section. 

The  foregoing  privileges  (or  such  of  them  as  the  commissioner  of  farm-h 
banks,  with  the  approval  of  the  Secretary  of  the  Treasury,  may,  by  gene 
rules  applicable  to  all  banks  organized  hereunder,  from  time  to  time  designa 
shall  apply  to  national  land-bank  bonds  issued  under  authority  of  this 
only  as  and  when  the  following  conditions  (or  such  of  them  as  the  commissio: 
of  farm-land  banks,  with  the  approval  of  the  Secretary  of  the  Treasury,  d 
from  time  to  time  by  like  general  rules  designate)  are  likewise  put  into  efl 
in  any  State  or  States: 

(a)  That  laws  decided  to  be  sufficient  by  the  bureau  of  farm-land  bai 
have  been  enacted  by  the  State  in  which  such  national  farm-land  bank 
operating,  withdrawing  or  canceling  the  right  to  claim  exemption,  or  provid 
for  the  waiver  of  such  exemption,  whether  homestead  or  otherwise,  agai 
the  mortgages  or  deeds  of  trust  (or  notes  or  bonds  secured  thereby)  held 
security  for  the  national  land-bank  bonds  of  such  national  farm-land  bai 
Provided,  That  if  the  right  to  waive  such  exemption  is  given,  then  that  all 
mortgages  or  deeds  of  trust  (and  bonds  or  notes  secured  thereby)  deposi 
as  security  for  such  national  land-bank  bonds  contain  such  waiver. 

(b)  That  in  the  Judgment  of  the  commissioner  of  farm-land  banks  the  St 
laws  providing  for  registration  of  land  titles,  conveyances,  and  foreclosures 
any  given  State  are  such  as  to  give  reasonable  protection  to  the  holders 
first  mortgages  and  first  deeds  of  trust  on  lands  located  within  that  State. 

(c)  That  the  national  land-bank  bonds  of  all  national  farm-land  bai 
which  are  accepted  under  this  law  as  security  in  the  various  matters  above 
out  shall  be  likewise  accepted,  under  the  State  laws  of  the  State  in  wh 
such  national  farm-land  bank  is  operated,  as  a  legal  investment  for  the  fui 
of  savings  banks  operating  in  that  State  and  of  trust  funds  and  estates  h 
by  or  under  the  control  of  the  courts  of  that  State  and  as  a  legal  investment 
the  reserves  of  insurance  companies  incorporated  under  or  operating  uuf 
the  laws  of  that  State. 

EXAMINATIONS. 

Sec.  35.  That  the  commissioner  of  farm-land  banks,  with  the  approval 
the  Secretary  of  the  Treasury,  shall,  as  often  as  shall  be  deemed  necessary 
proper,  indicate  a  suitable  person  or  iiersons  to  malve  an  examination  of 
affairs  of  every  national  farm-land  bank,  and  shall  have  power  to  make  a  tl 
ough  examination  into  all  the  affairs  of  the  bank,  and  in  doing  8o  to  exam 
any  of  the  officers  and  agents  thereof  on  oath,  and  shall  make  full  and  detai 
rvport  of  the  condition  of  the  bank  to  the  commissioner  of  farm-land  bai 


Digitized  by 


Google 


BUBAL   CBEDITS.  67 

The  person  a89igned  to  the  making  of  such  examination  of  the  affairs  of  any 
national  ftirm-Iand  bank  shall  have  the  power  to  call  together  a  quorum  of 
the  directors  of  snch  bank,  who  shall,  under  oath,  state  to  such  examiner  the 
character  and  circumstance  of  such  of  its  business  as  he  may  designate.  The 
erpense  of  the  examinations  herein  provided  for  shall  be  assessed  by  the 
bureau  of  farm-land  bunks  upon  the  banks  examined  in  proportion  to  assets 
or  resources  held  by  such  banks  upon  n  date  during  the  year  on  which  such 
examinations  are  held,  to  be  established  by  the  bureau  of  farm-land  banks. 
The  provisions  of  section  twenty-six  of  the  Federal  reserve  act,  prohibiting 
the  making  of  any  loan  or  granting  any  gratuity  to  the  examiner  of  a  national 
bank,  shall  apply  with  equal  force  to  examiners  of  national  farm-land  banks, 
and  the  penalties  and  punishments  therein  provided  shall  be  equally  applicable 
to  such  examiners  of  national  farm-land  banks. 

Sec.  36.  That  the  commissioner  of  farm-land  banks  shall  require  statements 
showing  the  condition  of  each  bank  to  be  published  in  a  newspaper  or  news- 
paijers  published  in  the  vicinity  where  the  bank  is  located  at  such  times  as 
calls  for  such  statements  may  be  made  by  him,  and  in  general  conformity  with 
the  practice  as  to  call  for  statements  from  national  banking  associations  by  the 
€k>mptroller  of  the  Currency :  Provided,  That  in  the  discretion  of  the  Secretary 
of  the  Treasury  any  or  all  examinations  of  national  farm-land  banks  may  be 
made  by  examiners  who  are  commissioned  to  examine  national  banking 
associations. 

DIVIDENDS. 

Sec.  37.  That  the  directors  of  each  national  farm-land  bank  shall  be  author- 
ised to  declare  a  dividend  upon  the  outstanding  and  paid-up  capital  stock  of 
8och  an  institution  out  of  the  net  earnings  of  the  same:  Provided,  That  in  no 
case  shall  any  dividend  be  paid  which  will  impair  the  capital  stock  of  the 
Kiid  Institution,  nor  shall  any  dividend  be  paid  which  will  reduce  the  amount 
of  capital  and  surplus  of  each  bank  to  less  than  one-fifteenth  of  the  outstanding 
national  land-bank  bonds  of  the  said  bank :  Provided,  hotcever.  That  in  the  case 
of  cooperative  farm-land  banks  the  net  earnings  of  such  banking  corporations 
available  and  set  aside  for  the  payment  of  interest  and  dividends  shall  be 

■  distributed  as  follows:  To  each  owner  of  stock  of  such  corporation  may  first 
:    be  paid  a  dividend  in  the  form  of  interest  upon  the  par  value  of  the  shares 

of  stock  owned  by  such  owner  of  stock,  computed  at  the  rate  of  interest 
generally  prevailing  in  the  community  where  such  bank  is  located,  but  not 
exceeding  the  legal  rate  of  interest  in  the  State  where  such  banking  corpora- 
:  tion  is  situated,  if  said  earnings  are  sufllcient  for  that  purpose;  otherwise,  to 
^  be  paid  to  each  owner  of  such  stock  pro  rata,  computed  upon  the  par  value  of 
V  roch  stock.  The  balance  of  such  net  earnings,  if  any,  shall  be  distributed 
[  among  the  patrons  of  such  banking  corporation  in  proi)ortion  to  the  amount 
^  of  business  transacted  with  such  bank :  Provided,  however.  That  in  such  dis- 
1  tribntion  the  share-owning  patrons  may.  if  approved  by  a  two-thirds  vole, 
^  take  dividends  at  a  rate  twice  as  great  as  that  paid  to  non share-owning  patrons : 
*  Prwided  further.  That  a  special  reserve  fund  shall  be  maintained  by  each 
:  national  farm-land  bank,  which  special  reserve  fund  shall  be  created  out  of  the 
j  net  earnings  of  the  bank  and  shall  at  all  times  be  equal  to  five  per  centum  of 
I  Uie  total  annual  interest  charge  on  the  land-bank  bonds  which  are  outstanding 
1  against  such  bank  at  the  close  of  the  last  fiscal  year.  Such  special  reserve 
'  fnnd  shall  not  be  disbursed  for  any  other  purpose  except  to  meet  arrears  in 
interest  payments  on  land-bank  bonds  issued  by  such  bank. 

dibegtobs'  meetings. 

■  Sfxj.  3S.  That  the  directors  of  each  national  farm-land  bank  shall  meet  at 
least  once  in  each  month,  and  at  such  other  times  as  are  necessary.  They  shall 
bare  power  to  appoint  committees  and  to  delegate  to  such  committees  such 
portion  of  their  powers  as  may  be  necessary  for  the  convenient  operation  of  the 
bank,  subject  to  the  approval  of  the  bureau  of  farm-land  banks. 

APPRAISEMENT   COMMITTEE. 

ftw.  39.  ISiat  the  board  of  directors  of  each  national  farm-land  bank  shall 
[Dunedlately  upon  its  organization,  and  before  making  any  loans  upon  farm 
lands,  appoint  an  appraisement  committee,  which  shall  be  composed  of  three 
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members  of  the  board  of  directors.    The  names  of  said  appraisement  committBi  | 
shall  be  at  once  delivered  to  the  commissioner  of  farm-land  banks,  and  avf 
change  in  the  said  committee  shall  be  at  once  communicated  to  him.    The  dQ^ 
of  said  committee  shall  be  to  appraise,  or  cause  to  be  appraised,  and  report  i 
the  value  of  real  estate  offered  as  security  for  loans.    All  reports  of  the  «9»  I 
praisement  committee  shall  be  made  in  writing,  signed  by  a  majority  of  fki  i 
committee,  and  shall  give  a  description  of  the  property,  the  value  at  whldi  It  I 
is  appraised  by  them,  the  value  at  which  it  is  assessed  for  taxation,  and  waA 
other  information  as  may  be  required  by  the  directors  of  the  bank  or  by  tbi  ' 
commissioner  of  farm-laud  banks.     Such  report  shall  be  filed  and  pres^rvcA 
with  other  papers  relating  to  such  loan,  and  no  loan  shall  be  made  on  a^j 
farm  land  unless  and  until  such  report  in  writing  has  been  filed  with  the  said 
bank. 

POSTAL  SAVINGS  DEPOSITS — DEPOSIT  OF  STATE  FUNDS — ^BBSEBVES — LOAN  OF 

DEPOSITS. 

Sec.  40.  That  all  national  farm-land  banks  shall,  upon  the  request  of  Vm 
board  of  trustees  of  the  postal  savings  system,  receive  deposits  of  postal  sayiiiii 
funds  to  the  extent  of  one-half  their  capital  and  surplus,  and  pay  interot 
thereon  at  the  rate  required  to  be  paid  by  other  banks  ou  similar  postal  deposilE 

Sec.  41.  That  the  limitation  on  the  amount  of  dei)osits  which  shall  be  recelvfld 
by  national  farm-land  banks,  by  which  they  are  prevented  from  receiving  de- 
posits in  excess  of  fifty  per  centum  of  their  capital  and  suri^lus,  shall  not  appiy 
to  deposits  made  with  said  banlts  by  the  Government  in  the  shape  of  portil 
savings  deposits  or  other  governmental  deposits;  nor  shall  it  prevoit  the  fliUd 
banks  from  receiving  deposits  of  State  funds.  On  all  time  deposits  of  whatewr 
character  the  national  farm-land  banks  shnll  maintain  a  cash  reserve  of  tt 
least  five  per  centum,  and  on  all  check  deposits  shall  maintain  a  reserve  of  at  leaM 
twelve  per  centum,  either  in  Ciish  or  lu  balances  with  other  banks,  ander  rules 
and  regulations  to  be  prescribed  by  the  commissioner  of  farm-land  banks.  Tbi 
postal  savings  deposits  held  by  any  such  bank,  except  the  five  per  coitum  resem^ 
may  be  invested  only  in  first  mortgage  or  first  deed  of  trust  loans  on  fiirm 
land,  being  secured  to  the  Government  by  the  deposit  with  it  of  the  national 
land-bank  bonds  of  any  national  farm-land  bank  complying  with  the  rales  of 
the  commissioner  of  farm-land  banks,  approved  by  the  Secretary  of  the  Tretfr 
ury,  as  prescribed  in  pursuance  of  the  pro\ision8  of  this  act.  The  funds  hdd 
on  deposit  by  such  banks  for  the  State  in  which  they  operate  may  be  InyesCsA 
as  provided  by  the  laws  of  such  State. 

DESTRUCTIBLE  PROPERTY  TO  BE  INSURED. 

Sec.  42.  That  wherever  the  value  of  buildings  or  destructible  property  ftt- 
tached  to  the  land  is  a  part  of  the  security  for  any  loan,  such  bnlldlngs  or 
destructible  property  shall  be  properly  insured  against  loss  by  fire,  and  policies 
representing  such  insurance  shall  be  properly  assigned  and  deposited  along 
with  the  mortgages  under  the  joint  control  of  the  said  bank  and  the  Federal  fldiF 
dary  agent.  In  such  case  provisions  shall  be  made  in  the  mortgages  or  deedl 
of  trust  for  the  payment  by  the  borrower  of  an  amount  sufficient  to  pay  Um 
premiums  on  such  insurance  policies,  in  addition  to  the  interest,  amorUxatloii, 
and  administration  charges  to  be  paid  by  him  as  herein  set  out  In  appralshif 
property  for  loans  the  buildings  and  destructible  property  shall  not  be  valued 
at  more  than  twenty  per  centum  of  the  total  appraisement. 

BRANCH   BANKS. 

Sec.  43.  That  no  national  farm-land  bank  shall  be  authorized  to  operate 
branches,  but  each  said  institution  may,  with  the  approval  of  the  commlssloiier 
of  farm-land  banks,  employ  and  maintain  loan  agencies  throughout  the  State  In 
which  it  is  operated. 

SALES  AGENCIES. 

Seo.  44.  That  any  national  farm-land  bank  may,  with  the  consent  of  the 
commissioner  of  farm-land  banks,  maintain  either  within  the  Stste  In  whidi 
it  is  operating,  or  elsewhere,  sales  agents  or  agencies  for  the  sale  of  Its  na- 
tional land-bank  bonds  or  for  trading  in  the  sama 
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KOW  PEB10DIC  PAYMENTS  MADE  BY  BORROW EB  ON  MORTGAGE  TO  BE  DETERMINED. 

Sec.  45.  That  to  the  rate  of  Interest  to  be  borne  by  the  natioual  land-bank 
dds  to  be  issued  by  the  bank  shall  be  added  the  administration  charge,  to- 
Cher  with  a  charge  sufficient  to  amortize  the  loan  by  the  time  of  its  maturity, 
«1  In  this  way  the  periodic  payment  to  be  paid  by  the  borrower  on  liis  mort- 
Be  shall  be  fixed,  and  this  shall  be  set  out  in  every  mortgage  and  shall  not  be 
anged  during  the  term  thereof. 

m.VB  MAY  BE  PAID  WITH  NATIONAL  LAND-BANK  BONDS  OF  SAME  SERIES — ^BANK 
■CAY  BUY  IN  ITS  NATIONAL  LAND-BANK  BONDS  AND  HAVE  CORRESPONDING  AMOUNT 
^ffi*    MORTGAGES    RELEASED. 

Sec.  46.  That  any  borrower  shall  be  entitled  to  pay  off  the  amount  of  his 
^rtgage  or  any  portion  thereof  by  presenting  to  the  bank,  on  any  interest 
t-Jod  after  the  first  Axe  years,  the  national  land-bank  bonds  of  the  bank  of 
3  same  series  as  those  issued  against  his  mortgage.  To  the  extent  of  such 
ttonal  land-bank  bonds  presented  and  canceled  at  such  time,  the  borrower 
Etll  be  relieved  of  his  mortgage  indebtedness  and  proper  credits  shall  be  made 
^m  his  mortgage.  The  Federal  fiduciary  agent  shall  evidence  such  credit. 
i«  bank  Issuing  such  national  land-bank  bonds  shall  also  have  the  right  at 
^  time  to  buy  in  the  open  market  its  national  land-bank  bonds  and  to  cancel 
e  same,  and  thereupon  to  release  a  pr(H)ortionate  amount  of  the  mortgagee 
during  such  national  land-bank  bonds.  But  in  case  any  of  such  national  land- 
:xik  bonds  of  the  bank  are  called  for  payment  by  the  bank,  as  hereinbefore 
ovlded,  then  the  same  must  be  paid  off  by  the  bank  at  par. 
Sec.  47.  That  whenever  the  borrower  pays  his  debt  In  full  the  bank  shall 
"omptly  satisfy  and  discharge  the  lien  of  record. 

GENERAL  POWERS   GIVEN /FO  COMMISSIONER  OF  FARM-LAND  BANKS. 

Sec.  48.  That  the  commissioner  of  farm-land  banks,  by  general  rules  and 
Bgulations,  shall  prescribe  the  methods  of  keeping  the  mortgage  register;  of 
iplding  and  preserving  the  mortgages  and  the  bonds  secured  by  deed  of  trust 
1  the  joint  possession  of  the  bank  and  of  the  Federal  fiduciary  agent ;  of  credit- 
1^  payments  on  mortgages;  of  canceling  mortgages;  and  of  releasing  the  liens 
f  mortgages  in  whole  or  in  part ;  and  the  general  rules  and  regulations  for  the 
induct  of  the  institutions  provided  for  under  this  act.  Such  rules  and  regula- 
ions  not  in  confiict  with  the  provisions  of  this  act  shall  be  binding  upon  all 
36  banks  created  under  the  same. 

Sec.  49.  That  all  matters  relating  to  the  organization  and  operation  of  said 
utional  farm-land  banks  created  under  this  act  shall  be  under  the  direction 
nd  control  of  the  commissioner  of  farm-land  banks,  except  as  herein  specified. 

PENALTIES  FOR  VIOLATION   OF  LAW. 

Sec.  50.  That  any  officer,  clerk,  or  agent  of  any  national  farm-land  bank  or 
Dj  Federal  fiduciary  agent  herein  described,  who  commits  any  offense  or  mal- 
^sance,  such  as  described  in  sections  fifty-two  hundred  and  eight  and  fifty- 
jeo  hundred  and  nine  of  the  Revised  Statutes  of  the  United  States,  and  section 
ilrteen  of  the  act  approved  July  twelfth,  eighteen  hundred  and  eighty-two, 
elng  the  law  relating  to  national  banks,  shall  be  punished  upon  conviction  as 
rescribed  in  the  said  laws  relating  to  national  banks. 

Sec.  61.  That  all  acts  and  parts  of  acts  inconsistent  herewith  are  hereby 
apealed. 

Mr.  BuLKLEY.  Now,  Mr.  Moss,  if  you  are  ready  we  will  be  glad  to 
ear  you. 

TATEHENT  OF  RALPH  W.  MOSS,  A  REPRESENTATIVE  IN  CON- 
GRESS FROM  THE  STATE  OF  INDIANA. 

Mr.  Moss.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
;oing  to  confine  myself  to  the  terms  of  the  bill.  I  take  it  that  the 
[lemoers  of  the  committee  fully  comprehend  the  importance  of  the 
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subject  and  also  the  urgency  of  the  matter  pending  before  the  eountiT. 
I  feel,  too,  that  the  committee  must  be  aware  of  the  fact  that  tM 
literature  on  this  subject  is  readily  available  to  each  member  of  the 
committee,  and  I  have  no  doubt  that  each  member  of  the  comniittei 
has  read  widely  on  the  subject.  I  am  not,  therefore,  going  to  dis- 
cuss the  general  features  of  it.  Even  though  such  discussion  wew 
necessary.  Senator  Fletcher's  statement  on  yesterday  would  relieve 
ihat  necessity  largely.  I  had  also  intended  to  present  some  facts 
before  the  committee,  especially  bearing  on  the  question  of  a  unifora 
rate  of  interest  all  over  the  United  States,  but  the  necessity  for  that 
I  feel  has  been  largely  obviated  by  the  statement  of  Prof.  Thompscn, 
and  I  am  gratified  to  find,  on  reading  it  carefully,  that  the  conclih 
sions  I  had  reached  myself  and  the  conclusions  the  commission  havi 
reached  are  fully  borne  out  by  the  investigation  made  by  the  De- 
partment of  Agriculture  through  Mr.  Thompson.  And  I  would  stj 
to  those  members  of  the  committee  who  have  not  already  studied  it 
carefully,  that  I  think  Prof.  Thompson's  statement  is  well  wortli 
a  careful  study  of  the  facts  there  stated. 

And  now  this  bill,  as  was  stated  yesterday,  was  drafted  by  a  sab- 
committee  consisting  of  Senator  Fletcher,  Dr.  Coulter,  and  mysdf; 
then  submitted  to  the  full  committee,  and  later  submitted  to  the 
President  and,  by  his  request,  was  submitted  to  the  Secretary  of 
Agriculture.  The  Secretary  of  Agriculture,  after  some  weel^  of 
study,  gave  to  the  President  a  written  opinion  on  the  bill  containing 
a  suggestion  I  would  like  to  call  the  committee's  attention  to  at  tha 
time. 

On  page  14,  in  clause  3  of  the  bill,  is  represented  the  principal 
criticism  Secretary  Houston  had  of  the  bill  as  originally  submitted  DJ 
the  commission.    I  shall  discuss  that.    Clause  3,  on  page  14,  reads: 

That  such  loans  shall  be  made  for  iiny  of  the  following  purposes:   (a)  To   ! 
complete  the  purchase  of  the  agricultural  lands  mortgaged;   (&)  to  improfe 
and  to  equip  such  lands  for  agricultural  purposes;  and  (c)  to  pay  and  discharse 
debts  secured  by  mortgages  or  deeds  of  trust  on  said  landa 

That  clause  was  inserted  in  the  bill  at  the  suggestion  of  Secretary 
Houston  and,  as  I  understood  it,  with  the  approval  of  the  President 
Now,  the  purpose  of  that  clause  is  very  apparent,  and  grows  out  of 
the  belief  on  the  part  of  the  Secretary  of  Agriculture  that  any  pure 
credit  institution  would  lend  itself  to  the  purposes  of  speculation,  and 
that  its  results  even  might  extend  so  far  that  it  would  lower  the  rate 
of  interest  to  an  extent  which  would  cause  a  general  rise  of  land 
values.  If  so,  the  advantage  of  the  lower  rate  of  interest  would  be 
consumed  partly,  at  least,  m  the  rise  of  the  value  of  the  land,  and 
therefore  tiie  total  interest  charge  might  remain  stationary,  instead 
of  falling  to  the  borrower. 

I  feel  not  only  every  member  of  the  commission,  but  every  member 
of  this  committee  is  m  full  sympathy  with  the  purpose  of  this  re- 
striction, and  yet  I  do  not  believe  that  such  results  would  follow  if 
the  clause  were  to  be  omitted.  I  feel  that  the  Secretary  of  Am- 
culture  in  suggesting  this  restriction  acted  with  rather  overaue 
caution.  In  support  of  this  opinion,  I  want  to  give  the  reasons  to 
the  conmiittee  for  my  conviction. 

First,  this  bill  is  an  instrument  permitting  voluntary  contracts 
between  parties.    In  other  words,  the  loans  are  not  forced — the  bank 
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not  forced  to  make  the  loan — and  the  borrower  is  not  compelled 

borrow.  Therefore,  before  any  loan  can  be  negotiated  there  must 
.  an  agreement  made  between  a  lender  and  a  borrower. 
3J'ow,  farmers  do  not  mortgage  their  farms  rashly  nor  hastily.  In 
^  State,  in  giving  a  mortgage  on  farm  property^  the  wife  must  join 
L-th  the  husband,  and  the  question  of  mortgaging  a  piece  of  real 
bate  is  well  considered. 

We  then  have,  first,  the  prudence  of  the  borrower,  and,  next,  the 
Tidence  of  the  lender.  For,  under  the  terms  of  this  bill,  for  every 
£  loaned,  the  bank  must  actually  pledge  $1  in  paid-in  capital  and 
Slime  an  additional  dollar  in  liability.     Now,  a  oank  does  not  seek 

make  loans  in  order  to  foreclose,  to  gain  the  title  to  real  estate. 
1  fact,  if  any  bank  believed,  when  asked  to  make  a  loan,  that  in 
•^ier  to  secure  repayment  of  the  loan  it  would  have  to  foreclose,  it 
ould  not  make  the  loan.  Banks  will  therefore  be  prudent  about  the 
ans.  We  thus  have  the  prudence  of  the  bank  and  the  caution  of 
le  borrower  combined  in  guarding  against  speculation. 

This  restriction  is  difficult  of  administration.  As  a  matter  of  fact, 
lere  is  only  one  way  in  which  such  restrictions  can  be  administered 
ffectively,  and  that  would  be  to  make  the  bank  the  trustee  of  the 
orrower  to  supervise  its  expenditure.  You  would  not  consider  that 
or  a  moment.  Immediately  the  loan  is  made  it  can  not  be  with- 
Irawn.  Its  terms  are  fixed,  and  it  is  fixed  for  a  long  period  of 
lears.  Under  this  bill  the  principal  sum  is  absolutely  secured;  the 
lan  has  the  money  in  his  pocket,  and  he  can  undoubtedly  control 
t  and  do  with  it  as  he  chooses.  He  may  spend  his  money  in  any 
ray  he  sees  fit,  unless  you  were  to  make  the  bank  his  trustee.  Assum- 
ig,  however,  99  per  cent  of  the  farmers  are  honest,  it  is  argued  that 
re  can  take  this  chance  on  the  1  per  cent.  But  I  want  to  call  your 
ttention  to  the  fact  that  undoubtedly  the  man  who  has  an  easy  con- 
3ience  is  the  one  who  would  use  this  bill  for  speculative  purposes, 
io  you  restrict,  in  my  judgment,  the  operations  of  the  bank;  you 
lace  restrictions  upon  the  man  who  is  borrowing  the  money,  who  is 
nident,  and  at  the  same  time  you  can  not  place  restrictions  upon 
fie  reckless  man.  And  for  that  reason  I  consider  it  a  restriction 
rhich  ought  not  to  be  written  into  the  bill. 

And  more  than  that.  This  bill  is  very  closely  restricted  in  its 
eneral  terms,  and  there  ought  to  be  no  additional  restrictions  placed 
urther  than  are  absolutely  necessary.  I  trust  that  the  committee 
rill  consider  this  point  carefully ;  and  if  you  believe,  when  you  con- 
ider  this  matter — because  it  is  a  question  you  must  consider,  in  any 
ill  you  report,  the  question  of  the  purpose  of  the  loan  must  come 
p — ^that  it  is  not  necessary  to  declare  the  purpose  of  the  loan  in 
rder  to  prevent  speculation,  I  trust  the  bill  will  be  reported  by  the 
ommittee  without  that  restriction. 

Senator  Hoi^lis.  Mr.  Moss,  you  recall  that  in  the  banking  and  cur- 
Bncy  bill  which  has  already  been  passed,  the  purpose  for  which  the 
otes  may  be  rediscounted  and  made  the  basis  of  circulation  is  defi- 
itely  prescribed,  and  that  is  for  the  reason  it  is  contemplated  that 
he  rediscounted  notes  may  be  the  basis  of  circulation.  But  here 
dere  is  no  such  purpose,  so  far  as  I  know :  and  do  you  not  imagine 
tiat  Secretary  Houston,  perhaps,  was  influenced  somewhat  by  the 
Bstrictions  on  the  purpose  of  the  loans  in  the  Federal  reserve  act? 
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Mr.  Moss.  That  may  be.  I  want  to  say,  Senator,  that  a  restriction 
on  the  purpose  of  the  loan  is  proper  and  ought  to  go  with  all  systems 
of  personal  credit,  and  I  would  not  favor  a  system  of  personal  credit— 
and  I  am  going  to  discuss  that  with  you  in  a  few  moments — ^that  did 
not  put  a  restriction  upon  personal  loans  as  to  the  uses  to  whSch  the 
borrowed  money  may  be  used.  But  on  real-estate  loans  it  is  a  differ- 
ent matter  entirely.  I  desire  to  call  the  committee's  attention  to  tie 
fact  that  in  every  system  of  mortgage  loans  which  I  have  studied, 
unless  the  funds  have  been  advanced  by  the  National  Treasury  for  a 
specific  purpose,  there  has  been  no  limitation  placed  upon  the  pur- 
poses of  the  loan. 

France  will  loan  $2,000  to  any  French  subject  for  the  purpose  of 
acquiring  a  homestead,  providing  he  does  not  own  a  homestead.  The 
same  Government  will  give  a  man  a  pension  providing  he  lives  on 
that  farm  until  he  is  65  years  of  age.  And  when  I  asked  the  reason 
for  such  provisions  of  law  it  was  said  France  considered  it  was  worth 
$2,000  to  have  a  new  farm  home  established,  because  of  the  large 
decrease  in  her  farm  population. 

Now,  if  the  proposal  were  to  advance  the  funds  out  of  the  Public 
Treasury,  I  agree  at  once  there  should  be  a  restriction  to  certain  de- 
clared purposes;  but  that  has  not  been  the  idea  of  the  conunissioD. 
We  are  not  endeavoring  to  do  anything  more  than  provide  a  system 
of  favorable  contracting  between  lender  and  borrower.  Government 
supervision  should  see  that  the  terms  of  the  contract  are  faithfully 
carried  out;  but  it  seems  to  me  to  be  going  too  far  to  attempt  to  direct 
the  expenditure  of  the  money,  and  I  do  not  believe  it  is  necessary 
nor  advisable  to  insert  that  clause  which  the  Secretary  of  Agriculture 
has  suggested. 

Mr.  Hayes.  Don't  you  think  it  would  have  this  effect:  It  would 
serve  as  sort  of  a  guide  to  the  men  who  are  desirous  of  being  prudent; 
for  instance,  the  bank  and  the  Federal  agent?  Now,  you  are  an  attor- 
ney, I  presume  ? 

Mr.  Moss.  No,  sir. 

Mr.  Hayes.  I  am,  and  I  say  to  you  that  a  man  who  came  to  a  bank 
and  desired  that  money  for  speculative  purposes,  a  prudent  banker 
or  prudent  Federal  agent  .in  charge  of  that  bank  with  this  condition 
upon  it  could,  by  a  proper  system  of  examination,  find  out  if  a  man 
was  going  to  use  it  for  speculative  purposes.  So  I  believe  it  would  be 
not,  as  you  suggest,  an  unnecessary  limitation ;  but  I  believe  it  would 
be  a  very  wholesome  limitation  and  one  that  could  be  enforced  and 
that  would  be  enforced. 

Mr.  Moss.  I  have  just  suggested  a  situation  that  came  to  my  mind 
to  the  committee. 

Senator  Hollis.  What  is  your  real  objection  to  it,  Mr.  Moss? 

Mr.  Moss.  Mj  real  objection  to  it  is  in  the  operation  of  the  bank«  I 
do  not  believe  it  to  be  a  simple  task  to  organize  these  banks  and  set 
them  to  work,  as  a  great  many  people  seem  to  believe  it  will  be.  And 
I  recall  that  in  one  bank — trie  Bavarian  Mortgage  Bank,  which  is 
the  largest  mortgage  bank  in  Germany — that  its  prominence  is  due 
to  the  fact  that  it  had  one  privilege  which  other  competing  banks  do 
not  have,  namely,  naming  its  own  appraisers.  The  other  banks  of 
Germany  must  accept  official  appraisers^  but  this  bank  has  a  right 
to  name  their  own  appraisers.  They  claun  they  are  able  on  this  ac- 
count to  give  a  little  more  favorable  terms,  ana  that  such  advantage 
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las  extended  their  business  until  it  has  overshadowed  all  other  banks 
n  Grermany. 

I  believe  we  ought  to  make  it  possible  for  these  banks  to  operate 
vith  as  few  restrictions  as  possible  with  safety  to  their  patrons. 
That  is  the  commission's  idea ;  we  wish  to  afford  every  possible  means 
)f  competition  among  themselves,  but  impose  no  restrictions  unless 
t  is  absolutely  necessary  to  secure  safety  of  operation. 
^  Mr.  BuiiKLBY.  Now,  Mr.  Moss,  there  is  another  suggested  restric- 
;ion  that  seems  to  me  very  close  to  the  point  you  are  discussing.  I 
f^ould  be  glad  to  have  you  tell  us  what  you  think  about  limiting  the 
imount  an  individual  would  be  permitted  to  borrow  from  the  bank. 

Mr.  Moss.  Yes;  I  will  come  to  that  in  a  moment;  but  there  is  one 
>ther  matter  I  wish  to  touch  upon  in  answer  to  the  Senator's  ques- 
ion,  and  that  is  the  bank  will  be  under  the  control  and  will  be 
supervised  by  Government  agents  like  the  national-bank  examiners  if 
;his  bill  is  adopted.  Now,  if  the  purpose  of  the  loan  is  written  in 
he  law,  it  would  give  power  to  the  supervising  agent,  the  man  who 
s  examinini^  the  oank,  to  harass  the  management  of  the  bank  at 
;imes  by  insisting  that  the  borrower  is  not  caiTying  out  the  purpose 
)f  tiie  loan,  when  it  is  beyond  the  power  of  the  bank  to  compel  him 
;o  do  it ;  and  I  fear  that  this  might  be  used  as  a  means  of  embarrass- 
ng  the  bank.  The  Grovernment  agent  has  the  power  under  this  bill 
)0  close  the  bank  in  just  the  same  way  as  a  national  bank  is  closed. 
tiere  is  a  proposed  limitation  that  the  bank  shall  not  loan  except  for 
certain  purposes  with  no  power  on  the  part  of  the  bank  to  see  that 
he  borrower  carries  out  those  particular  purposes.  You  put  it  in 
iie  power  of  the  borrower  to  violate  the  purpose  for  which  the  loan 
s  made,  and,  it  seems  to  me,  the  bank  examiner  might  hold  the 
nanagement  of  the  bank  responsible  for  the  violation  of  the  law, 
^hich  the  bank  could  not  prevent.  I  always  did  object  and  object 
aow  to  imposing  any  penalty  for  a  violation  of  a  law  when  the  per- 
jon  who  is  pen^ized  can  not  prevent  the  violation. 

Mr.  Hates.  Do  you  think  there  will  be  any  opportunity  for  that 
3eing  done  provided  they  have  the  statement  of  the  applicant  for  a 
.oan,  which  they  would  have  in  writing,  as  to  what  the  purpose  of 
t  was? 

Mr.  Mobs.  That  is  a  question  that  I  am  suggesting  for  the  con- 
dderation  of  the  committee. 

Mr.  Hayes.  I  do  not  see  how  there  would  be.  If  there  are  any 
.*ther  objections  I  wish  you  would  suggest  them,  because  that  is  quite 
in  important  point  with  me. 

Mr.  Moss.  I  will  state  again,  Mr.  Hayes,  that  I  am  in  entire  sym- 
[>athy  with  the  purpose  of  the  restriction,  but  I  do  not  believe  it  is 
necessary.  The  natural  prudence  of  the  borrower  and  the  caution 
>f  the  lender,  together  with  the  further  fact  that  the  owner  can  only 
3orrow  60  per  cent  of  the  value  of  the  land,  and  that  by  enforced 
imortization  he  will  have  a  higher  rate  to  pay — all  of  these  con- 
dderations,  it  seems  to  me,  would  absolutely  put  a  check  upon  the 
{peculative  borrower. 

Mr.  SELDOMRmGE.  Mr.  Moss,  I  just  want  to  ask  Mr.  Hayes  a 
]iie6tion. 

Mr.  Moss.  Yes. 

Mr.  Seu>omru)OE.  Suppose  a  man  gets  some  money  under  ^«ection 
i  and  should  be  visited  by  some  unforeseen  occurrence — sickness  or 
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something  of  that  kind — would  not  that  tend  to  relieve  him  of  the 
obligations  of  this  clause? 

Mr.  Hayes.  Absolutely ;  of  course. 

Mr.  SELDOMRrooE.  But  you  put  him  under  writing  and  under 
oath 

Mr.  Hayes.  Not  under  oath ;  no. 

Mr.  Seldomridge.  When  he  makes  a  written  statement  he  practi- 
cally makes  himself  liable,  it  seems  to  me ;  and  I  have  some  sympathy 
with  the  position  taken  here  by  Mr.  Moss. 

Mr.  Hayes.  Of  course,  I  do  not  want  to  take  Mr.  Moss's  time. 
You  and  I  can  discuss  this  later,  but  I  do  not  look  at  it  that  way. 

Mr.  Moss.  Undoubtedly  there  are  certain  legitimate  purposes  and 
highly  important  purposes  for  which  a  loan  would  not  oe  permitted 
under  the  fixed  terms  of  this  bill  and  that  ought  to  be  permitted 
under  this  system.  I  call  your  attention  to  the  fact  that  the  Depart- 
ment of  Apiculture  has  just  made  an  investigation  and  has  reached 
the  conclusion  that  100  acres  is  the  smallest  unit  which  a  man  can 
farm  eflSciently  in  this  country.  In  other  words,  in  using  machinery 
the  Department  of  Agriculture  has  come  to  the  conclusion  that  100 
acres  is  the  lowest  acreage  that  can  be  handled  efficiently  under  the 
conditioas  of  farming  in  this  country.  Now,  you  will  admit  at 
once  that  the  man  with  40  acres  might  very  reasonably  and  pru- 
dently wish  to  extent  his  area ;  second,  that  if  he  has  a  family  and 
children  coming  along,  there  will  come  a  time  when  it  may  be  neces- 
sary to  mortgage  his  farm  in  order  to  acquire  other  farms  for  Us 
children ;  it  sometimes  comes  down  to  a  question  that  land  must  be 

f)urchased  at  a  particular  time  or  it  can  not  be  pm*chased  at  all— 
and  which  may  adjoin  his  small  tract — and  it  therefore  happens 
that  sometimes  a  man  must  foresee  and  be  prepared  to  make  a  pur- 
chase; otherwise  the  opportunity  will  pass  and  he  would  be  cut  off 
under  the  restrictions  of  the  bill  from  accepting  these  exceptional 
opportunities. 

Mr.  Hayes.  Why? 

Mr.  Moss.  Under  this  clause,  to  complete  the  purchase  of  agricul- 
tural lands  mortgaged.  Now,  under  that  provision,  strictly  applied, 
he  could  not  mortgage  80  acres  of  land  to  buy  an  additional  40. 

Mr.  Hayes.  I  think  that  is  a  very  narrow  construction. 

Mr.  Moss.  It  is  a  very  obvious  one.  It  is  possible  to  work  a  very 
great  hardship  upon  a  person  with  a  worthy  purpose.  A  farmer 
under  its  provisions  would  be  denied  the  privilege  of  purchasing  that 
additional  acreage  to  bring  his  farm  up  to  the  area  recognized  by 
the  Department  of  Agriculture  as  the  smallest  unit  which  can  be 
farmed  efficiently. 

Mr.  Woods.  Mr.  Moss,  can  you  tell  us  how  they  came  to  that  con- 
clusion? 

Mr.  Moss.  I  do  not  know  how  they  came  to  that  conclusion,  but  I 
can  tell  you  why  I  will  concur  in  that  conclusion.  In  the  first  place 
we  have  gotten  to  a  point  in  this  country  when  forestry  must  be 
recognized.  Every  man  must  have  a  part  of  his  land  in  forest,  and 
a  part  of  it  must  lie  in  pasture;  you  should  have  a  rotation  of  crops; 
and  you  can  not  take  less  than  100  acres  of  land  and  divide  it  in 
fields  so  that  you  can  handle  machinery  efficiently  and  organize  a  ro- 
tation of  crops.    I  will  put  my  reputation  back  of  that  statement. 
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Mr.  BuLKLEY.  In  that  connection,  Mr.  Moss,  in  order  to  have  it  for 
the  record,  you  are  a  practical  farmer  yourseli,  are  you  not? 

Mr.  Moss.  Yes,  sir.  I  might  say  here,  I  was  born  on  a  farm,  and 
I  am  living  on  the  same  farm  on  which  I  was  born.  What  higher 
education  I  have  was  secured  at  Purdue  University,  which  is  an  agri- 
cultural college,  so  that  in  my  life,  with  the  exception  of  my  service 
in  Congress  and  State  senate,  I  have  spent  all  of  my  time  on  the 
farm  and  associating  with  a^icultural  people. 

Mr.  Woods.  Do  you  not  think  a  farm  of  60  acres  is  as  profitable  as 
a  farm  of  100  acres? 

Mr.  Moss.  If  you  will  take  the  word  "  profitable  "  and  substitute 
the  word  "economical,"  I  will  sav  yes.  A  hundred  acres  is  the 
minimum.  That  is  what  I  am  speaking  about.  As  a  matter  of  fact, 
if  I  have  80  acres  of  land  I  would  give  more  than  the  adjoining  80 
acres  was  worth  in  order  to  get  a  farm  of  160  acres,  which  can  be 
worked  more  economically  than  a  farm  of  80  acres.  In  my  section 
of  the  country  a  man  would  not  willinglv  buy  80  acres  of  land  for 
I  farm.  He  would  want  a  larger  body  or  land. 
Mr.  Hayes.  You  are  speaking  now  of  the  ordinary  farm  land  ? 
Mr.  Moss.  Yes. 

Mr.  Hates.  In  my  State  20  acres  would  be  the  unit.    Of  course,  I 
am  not  speaking  of  a  farm  proper. 

Mr.  Moss.  In  answer  to  the  question  of  the  chairman,  my  judgment 
on  the  limitation  of  the  loans  is  that  the  limitation  has  been  put  too 
low  in  this  bill.    Twenty  per  cent  of  the  capital  stock  means  a  bank 
must  have  75  borrowers  borrowing  at  the  maximum  capacity  in  order 
!   to  make  the  lowest  issue  of  bonds  it  can  make.     In  other  words,  sup- 
:    pose  we  take  a  bank  with  $10,000  capital   and   that  bank  issues 
\   $150,000  in  land  bonds,  which  they  have  the  right  to  do,  the  largest 
[   amount  it  can  loan  to  any  one  man  under  this  bill  would  be  $2,000, 
.    and  therefore  it  would  have  to  have  75  borrowers  in  order  to  loan  up 
to  its  maximum  capacity. 
Now    prudence  does  not  require  that  $10,000  of  capital  shall  be 
I   divided  among  75  men  as  the  fewest  number  there  could  be,  nor  is  it 
[    reasonable  in  order  tojprotect  the  bank.     In  addition,  the  maximum 
loan  is  too  small.    When  I  call  your  attention  to  the  fact  that  in 
short-time  loans  Prof.  Thompson  gave  it  that  the  average  loan  to 
farmers  was  $644 — that  is.  the  average  short-time  loan-  you  can  see 
that  $2,000  is  certainly  too  low  for  the  maximum  loan.     If  you  take 
« bank  with  $100,000  capital  or  $250,000,  that  objection  entirely  dis- 
appears.    I  would  suggest  that  the  maximum  be  raised. 
Mr.  Hayes.  I  should  think  $3,000  would  be  little  enough. 
Mr.  Moss.  You  are  right  about  that. 

Senator  Hollis.  Mr.  Moss,  do  you  think  the  same  reason  applies 
for  limiting  loans  on  real  estate  as  applies  to  commercial  loans? 

Mr.  Moss.  Yes;  but.  Senator  not  in  as  large  a  degree,  because 
there  is  a  much  greater  hazard  in  commerciaT  loans  than  in  real 
estate  loans.  As  this  bill  is  written,  the  same  limitation  applies  here 
that  applies  to  national  banks,  and  it  is  entirely  too  low.  I  will  not 
gay  now  what  the  limit  should  be,  but  it  should  be  raised  over  the 
limit  placed  in  the  bill. 

Mr.  Brown.  Mr.  Moss,  is  not  $2,000  more  than  the  average  farm 
mortgage? 
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Mr.  Moss.  Dr.  Coulter  will  come  before  your  committee.  He  is  an 
expert  from  the  Census  Bureau  and  can  give  you  the  figures  exactly, 
and  I  can  not.  My  understanding  is  that  $1,700  is  the  average  farm 
loan  in  the  United  States,  but  I  would  prefer  that  you  wait  until 
you  can  ask  the  question  of  Dr.  Coulter. 

Mr.  Platt.  Mr.  Bathrick  gave  the  average  as  $1,700. 

Mr.  Moss.  As  regards  the  average  loan  that  could  be  made,  I  am 
just  stating  that  a  bank  would  have  to  have  about  75  borrowen. 
each  taking  a  maximum  loan,  before  it  could  lend  to  the  maximani 
capacity  of  its  funds.    That  is  the  matter  I  am  speaking  of. 

Mr.  BuLKLEY.  Mr.  Moss,  there  is  one  other  question  in  connection 
with  that  same  thing:  A  number  of  Members  have  been  somewhat 
concerned  because  they  fear  that  any  system  which  will  materially 
reduce  interest  rates  will  have  as  its  principal  effect  an  increase  in 
land  values.  Now,  would  not  we  eliminate  that  by  placing  a  limita- 
tion upon  the  amount  that  anv  one  man  could  borrow?  Would  not 
that  in  itself  tend  to  limit  the  use  of  these  funds  for  speculative 
purposes? 

Mr.  Moss.  That  is  true.  But  the  purpose  I  had  in  mind  in  advo-  l 
eating  a  limitation,  Mr.  Chairman,  was  another  and  different  pur- 
pose than  that.  I  am  going  to  discuss  the  rise  in  value  later.  My 
Eurpose  was  this,  that  in  existing  systems  of  mortgage  loans,  it  has 
een.a  very  simple  question  to  get  the  small  loans.  The  tendency 
has  been  to  make  large  loans.  If  you  do  not  limit  the  size  of  the 
loan,  you  will  find  wnen  the  system  goes  into  operation,  that  the 
funds  will  flow  toward  the  big  borrower  and  not  toward  the  little 
one.  Now,  then,  in  order  to  prevent  that  result,  it  is  necessary  to 
place  a  limitation  on  the  size  of  loans  in  order  to  compel  the  banb 
to  accommodate  small  borrowers.  That  situation  has  been  so  acute 
in  some  of  the  older  systems,  that  banks  have  been  organized  by  the 
Government  expressly  for  the  purpose  of  taking  care  of  the  little  bor- 
rower. It  is  not  any  trouble  for  the  big  man  to  get  a  loan.  I  would 
advocate  a  restriction,  but  it  occurs  to  my  mind  the  restriction  is  too 
low  at  $2,000. 

Mr.  BuLKLEY.  You  have  not  fixed  it  positively  at  $2,000? 

Mr.  Moss.  Under  the  present  terms  of  this  bill,  that  is  the  largest 
loan  that  could  be  gotten  in  a  minimum  bank.  Of  course,  wiui  a 
bank  having  $25,000  capital,  it  would  be  quite  different,  or  with  a 
bank  having  $50,000  capital,  etc.  Of  course,  75  borrowers  would 
exhaust  the  capital  in  any  bank 

Mr.  BuLKLEY.  I  understand  that.  But  in  addition  to  this  restric- 
tion as  to  what  any  one  bank  can  loan,  should  there  not  be  the  re- 
striction on  the  aniount  of  money  itself  that  any  one  individual  can 
borrow? 

Mr.  Moss.  If  you  did  that,  I  think  it  would  make  the  system  en- 
tireljr  feasible  and  workable.  I  think  that  a  good  suggestion,  Mr. 
Chairman. 

Mr.  BuiiKLEY.  Have  you  any  thought  as  to  what  that  limit  should 
be? 

Mr.  Moss.  I  have  not,  Mr.  Chairman.  This  feature  of  the  matter 
was  discussed  back  and  forth,  and  the  figures  on  that  phase  of  it  Dr. 
Coulter,  as  an  expert  from  the  Census  Bureau,  can  give  better  than  I. 

Now,  coming  back  just  a  moment,  I  have  in  my  hand  the  commenta 
of  the  agricultural  press  on  this  bill,  so  far  as  I  have  been  able  to 


Digitized  by 


Google 


RURAL   CREDITS.  77 

[et  them.  It  is  well  known  that  this  bill  has  been  given  very  wide 
mblicity,  and  I  have  taken  particular  pains  to  secure  the  editorial 
ominents  of  the  agricultural  press,  so  far  as  they  have  been  made, 
oth  for  and  against  the  bill.  I  have  done  that  because  it  is  a  difficult 
latter  to  get  a  correct  expression  of  the  agricultural  thought,  be- 
ause  the  farmers  are  not  organized.  There  are  certain  persons 
rhom  I  have  met,  claiming  to  speak  for  the  farmers  in  an  official 
apacity,  some  representing  the  grange  and  other  farm  organizations, 
.nd  they  are  asking  for  certain  features  to  be  incorporated  in  this 
egislation.  I  came  into  possession  of  a  letter,  which  T  presume  had 
>een  widely  sent  out  suggesting  that  the  farmers  begin  writing  let- 
ers  to  their  Eepresentatives,  a  suggested  copy  of  which  was  inclosed, 
n  order  to  secure  the  passage  of  a  certain  bill. 

If  you  wish  it,  I  will  publish  in  the  record  those  editorial  com- 
ments, or  the  committee  can  read  them.  I  call  your  attention  to  that 
feature  in  passing. 

Mr.  Hayes,  mil  you  state,  in  a  general  way,  Mr.  Moss,  whether 
ihey  are  generally  favorable  to  this  bill? 

Mr.  Moss.  Yes.  There  is  absolutely  no  criticism  of  the  principle 
of  the  bill  in  any  sense  of  the  word  in  any  of  them,  and  in  nearly 
every  instance  they  are  entirely  favorable  to  the  bill.  The  bill  is  not 
referred  to  as  being  a  perfect  one.  Among  the  papers  from  which  I 
have  collected  editorial  comments  are  American  Agriculturist,  Na- 
tional Stockmen,  American  Farmer,  Farmer's  Review,  Pennsylvania 
Farmer,  Farm  and  Home,  the  Country  Gentleman,  Field  and  Farm, 
New  England  Homestead,  the  Orange  Judd  Farmer,  the  Georgia 
Farmer,  the  Nebraska  Farmer,  Campbell's  Scientific  Farmer, 
Fanner's  Stock  and  Home,  and  Indiana  Farmer.  That  is  a  list  of 
papers  which  have  made  editorial  comment  upon  it. 
ifr.  Btjlkley.  I  think  those  would  be  very  interesting,  Mr.  Moss. 
Mr.  Hayes.  I  think  I  have  received  a  clipping  from  a  paper  sent 
nie  by  a  farmer,  with  a  very  strong  indorsement,  which  you  have 
not  named  there. 

Mr.  Moss.  Yes.  Now,  coming  back  to  the  discussion,  we  might 
leave  out  from  our  discussion  or  this  matter  to-day  the  demand  for 
fiurm  loans  by  the  National  Government  That  was  discussed  yes- 
terday by  Senator  Fletcher.  However.  I  want  to  call  your  attention 
to  one  or  two  additional  features  which,  it  seems  to  me,  should  pre- 
clude legislation,  even  if  such  legislation  were  constitutional.  1  am 
not  a  lawyer  and  will  not  discuss  that  phase  of  it..  The  first  objec- 
tion and  the  supreme  one  is  that  the  creait  of  the  United  States  ought 
to  be  reserved  for  the  purpose  of  maintaining  the  life  of  the  Ke- 
public.  The  power  that  enables  the  Government  to  go  out  and  bor- 
row money  at  a  low  rate  of  interest  is  its  unlimited  power  of  taxa- 
tion over  its  people.  And  if  a  war  were  to  come — which  I  trust  may 
never  happen — ^out  if  a  war  were  to  come,  the  only  means  for  pro- 
viding for  the  defense  of  this  Nation  is  its  power  to  tax  the  people. 
My  second  objection  is  that  in  any  country  which  is  ruled  by  the 
power  of  the  people  through  its  representatives,  a  financial  obliga- 
tion of  the  people  to  the  government  is  more  of  a  moral  one  than  a 
legal  one.  i  mean  to  say  if  there  were  a  million  people  holding  farm 
mortgages  from  the  Government,  and  the  Government  desired  to 
collect  its  money,  no  power  on  earth  could  compel  the  Government  to 
go  out  and  distrain  tne  property  of  the  people  in  times  of  adversity. 
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Mr.  Hayes.  And  therefore  it  would  not  get  anything? 

Mr.  Moss.  It  would  not.  This  has  been  tried  in  France.  Wha 
the  failure  in  ^ape  growing,  due  to  phylloxera,  caused  bankrnptcf 
in  certain  districts,  there  would  have  been  a  revolution  in  France  if 
the  Government  had  undertaken  to  collect  its  loans.  The  minister 
of  France  said  to  me  privately — ^he  would  not  put  it  in  the  recordi 
but  yet  he  said  this  in  the  presence  of  other  gentlemen — ^that  while 
the  loans  were  legal,  the  obligation  became  purely  a  moral  one;  that 
the  Government  held  the  debts  of  its  own  people  and  it  could  not  go 
and  distrain  the  property  of  its  own  people  in  time  of  distress. 
And  I  am  satisfied  that  you  would  find  in  our  own  country  if  a  war 
were  to  break  out  and  the  Government  should  call  a  nullion  men 
into  the  field,  that  we  could  not  call  the  men  away  from  their  own 
farms  and  thus  destroy  their  only  means  of  discharging  these  loansi 
and,  at  the  same  time,  compel  them  to  pay  their  obligations  to  the 
Government.     Anyone  knows  that  to  be  true. 

And  so  the  credit  of  the  Government  ought  to  the  last  moment  to 
be  sacredly  kept  for  the  defense  of  the  Government. 

Mr.  BuLKLEY.  What  would  happen  to  those  agricultural  banb 
under  those  conditions,  Mr.  Moss? 

Mr.  Moss.  I  am  glad  you  spoke  about  that.  The  agricultural  bank 
is  the  only  institution  in  Fjurope  that  has  stood  the  stress  of  warfare 
without  any  assistance  whatever. 

Mr.  BuLKLEY.  How  does  that  work  out  as  a  practical  matter! 
Do  they  give  additional  time  to  the  men  called  into  the  field? 

Mr.  Moss.  As  to  that  I  can  not  speak;  but  I  think  you  will  find 
in  Europe  that  much  of  the  work  on  the  farm  is  done  by  women, 
and  I  doubt  very  much  if  war  causes  so  great  a  strain  on  the  income 
from  the  farm  and  the  people  were  able  to  carry  on  their  payments 
and  to  meet  their  obligations. 

If  the  National  Government  were  to  make  a  low  rate,  say  3  or  3| 
er  cent,  which  is  clearly  below  competitive  rates,  it  will  give  the 
rational  Government  absolutely  a  monopoly  of  this  mortgage  busi- 
ness. There  is  no  question  about  that.  It  would  have  to  make  all 
the  loans.  And  if  it  creates  a  monopoly  of  this  business,  it  means 
that  the  credit  of  the  National  Government  must  borrow  all  of  the 
money  that  would  be  needed;  and  I  doubt,  under  those  conditions, 
if  even  the  National  Government  itself  can  borrow  a  sufficient 
amount  at  these  very  low  rates.  In  other  words,  if  we  are  to  use 
the  credit  of  the  National  Government,  if  it  is  to  borrow  billions  of 
dollars,  it  will  be  a  different  proposition  and  rates  will  rise.  We 
might  notice  that  in  time  of  war  the  rates  of  interest  rise.  While  I 
was  in  Europe  there  was  a  war  scare,  and  this  scare  raised  the  rates 
of  interest  to  all  European  governments. 

Mr.  Platt.  Every  farm  in  the  United  States  would  have  a  mort- 
gage on  it  under  a  scheme  of  that  kind,  would  it  not  ? 

Mr.  Moss.  I  can  not  see  any  reason  why  that  should  not  be  the 
ultimate  result. 

Now,  then,  in  making  a  imiformly  low  rate  on  mortgage  loans 
below  that  at  which  money  is  had  in  other  industries,  then  at  once 
you  will  cause  a  rise  in  the  price  of  landa  That  is  without  any  doubt 
one  of  the  chief  objections  which  this  proposition  presents.  It  is 
not  possible  for  the  National  Government  to  loan  money  to  its  citi- 
zens unless  it  loans  to  every  one  that  meets  all  the  conditions  Imid 


K 


Digitized  by 


Google 


BUBAL   CBBDITS.  79 

lo^wn;  and  as  these  conditions  will  of  necessity  be  uniform  all  over 
the  rTnited  States,  and  the  rate  is  below  what  private  money  can  be 
obtained  for,  ^ou  will  cause  a  general  rise  in  land  values  beyond  any 
doubt.    That  is  absolutely  sure. 

Senator  Hollis.  Mr.  Moss,  can  you  see  any  reason  why  the  Treas- 
ury Dj)artment  ought  not  to  be  authorized  to  use  its  discretion  in 
depositing  certain  Government  funds  with  these  banks? 

Mr.  Moss.  No;  I  do  not.  I  favor  that  provision,  and  it  is  con- 
tained in  this  bill. 

Now,  I  am  going  to  call  your  attention,  as  an  illustration,  to 
Austria.  Austria  is  one  of  the  countries  where  mortgage  loans  are 
made  by  the  Government.  I  mean  the  bonds  of  the  bank  are  guar- 
anteed, not  by  the  National  Government,  but  by  the  provincial 
Kvemments.  Under  this  condition  private  mortgage  banks  have 
en  driven  out  of  the  land-mortgage  business,  and  yet  the  interest 
rate,  even  though  the  bonds  are  guaranteed  by  the  Government,  is 
no  lower  than  it  is  in  Germany,  where  they  have  purely  competitive 
systems  for  the  business.  The  interest  rate  the  Austrian  Govern- 
ment is  paying  for  national  purposes  is  also  higher  than  that  that 
the  Grerman  Government  is  paying.  It  has  been  less  than  a  year  ago 
that  the  Austrian  Government  made  a  loan  for  national  purposes  m 
the  United  States  at  6J  per  cent. 

Mr.  Platt.  You  do  not  think,  then,  Mr.  Moss,  that  this  system 
would  necessarily  drive  all  land-mortgage  banks  out  of  existence? 
Mr.  Moss.  No.    I  am  sure  it  would  not,  and  that  is  one  of  its  ad- 
mirable features. 

The  next  Question  I  shall  discuss  is  the  separaticm  of  the  mortgage 
and  personal  loan.  Upon  that  I  have  a  very  pronounced  idea  there 
should  be  a  separation.  Our  commission  at  the  beginning  was  di- 
vided upon  that  point,  and  the  bill  jrou  have  before  you  (S.  2909), 
by  Senator  Fletcher,  was  a  bill  combining  the  two  propositions. 

These  systems  of  oanking  should  be  kept  separate  for  the  follow- 
ing reasons: 

The  first  is,  and  it  is  brought  out  most  admirably  by  Prof.  Thomp- 
son, deposits  for  personal  loans  are  always  from  local  funds.  I 
think  Prof.  Thompson  made  the  statement  before  your  committee 
that  only  5f  per  cent  of  the  deposits  for  personal  purposes  come 
from  out  of  the  State  in  which  the  loans  are  made.  And  that  is 
natural.  The  loans  are  only  $250  on  the  average  for  tenants.  It 
is  upon  personal  security,  and  naturally  the  funds  must  come  from 
local  resources.  For  this  very  reason  I  fear  that  an  effective  system 
of  personal  credit  for  farmers  at  some  point  must  have  Govern- 
.    ment  aid. 

I  am  not  going  to  discuss  it  further  than  that,  because  I  have  not 
.  settled  in  my  own  mind — and  our  commission  have  not,  althougli 
we  are  going  to  attempt  to  submit  presently  to  you  a  bill  in  a  ten- 
tative form— just  what  should  be  done;  but  it  is  to  be  a  more  diffi- 
cult task  to  araft  an  effective  bill  upon  personal  credits  than  it  is 
for  mortgage  credits.  It  must  be  recognized  that  any  system  for 
personal  credits  must  reach  out  to  those  sections  of  the  country 
where  there  are  no  local  funds;  where  the  lands  are  in  the  unde- 
'rfoped  stage;  and  where  there  are  no  stores  of  accumulated  capital ; 
the  people  are  all  borrowers;  there  are  not  depositors  of  idle  funds; 
tnd  there  comes  in  the  field  where  the  Government  mwst  A^d^^ 
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this  question  of  what  it  is  willing  to  do  in  the  matter  of  loaniof 
funds  to  aid  agriculture.  When  it  comes  to  the  question  of  mortgags 
loans  funds  naturally  flow  all  over  the  United  States.  Prof.  Thomp- 
son has  told  us  that  the  gieat  insurance  companies  in  the  eastern 
part  of  the  United  States  are  loaning  a  large  part  of  their  funds  in 
the  corn  belt — a  large  percentage  of  it,  31  per  cent  of  their  total  loans^ 
in  the  State  of  Iowa.  Because  of  tliis  mobility  of  loaiiable  fundS| 
there  is  no  reason  on  the  face  of  the  earth  for  Government  aid  for 
mortgage  loiins,  but  the  question  of  personal  credits,  which  is  i 
purely  local  matter,  presents  a  worthy  suggestion  for  national  aid. 
I  shall  not  discuss  it  any  further  at  this  moment. 

We  have  in  this  bill  permitted  a  limited-amount  deposit — only  50 
per  cent  of  its  capital.  I  think  there  is  a  good  reason  tor  that  In  a 
business  between  the  bank  and  its  clients,  there  will  be  some  funds  left 
there — there  will  be  some  deposits  that  remain  after  the  payment  of 
the  interest  There  has  been  a  new  relationship  created  and  it  would 
be  almost  a  necessity  there  should  be  a  limited  line  of  depositors. 
It  is  entirely  arbitrary  where  you  fix  a  limit  I  would  put  it  so  small 
that  the  banks  could  neither  compete  largely  with  commercial  banks, 
nor  be  subjected  to  temptation  of  going  far  out  into  the  wide  com- 
mercial field  of  bank  activity. 

There  arc  in  Europe  what  arc  called  mixed  banks — they  have  both 

f)ure  and  mixed  mortgage  banks — and  the  mixed  mortgage  banks  are 
imited  to  the  issue  of  $10  of  bonds  to  $1  in  capital;  while  the  pure 
mortgage  banks  can  issue  from  $15  to  $20,  thus  recognizing  the  fact 
there  is  a  hazard  in  accepting  commercial  business  and  that  such 
banks  must  be  closely  restricted  in  the  volume  of  their  bonds. 

The  next  question  is  a  decentralized  system  of  banking.  You  must 
make  a  choice  between  a  centralized  and  decentralized  system,  and  I 
shall  discuss  that  question  with  you  for  a  moment. 

I  will  call  your  attention  to  the  German  experience.  Germany  has 
the  decentralized  or  competitive  system  of  banking,  in  that  mortgage 
loans  are  made  by  three  or  four  different  agencies.  First,  they  have 
the  landschaften  association;  next  are  savings  banks;  next  are 
the  joint-stock  banks;  and  then  come  the  insurance  companies.  Those 
are  four  big  factors,  all  of  them  organized  as  separate  or  independent 
institutions. 

The  Landschaften  Association  have  out  $850,000,000  on  rural  loans 
(and  I  might  say  here,  in  passing,  that  the  landschaften  association 
is  limited  to  rural  loans  alone) ;  the  savings  banks  have  a  like 
amount,  $850,000,000  on  rural  loans;  the  joint-stock  banks  have 
$154,000,000  on  rural  loans ;  and  the  insurance  companies  have  only 
$12,000,000  on  rural  loans. 

Now,  you  will  see  that  where  the  institutions  are  competing  side 
by  side  for  mortgage  business  the  savings  banks  in  Germany  make  as 
large  a  proportion  of  the  rural  loans  as  the  landschaften  associa- 
tions; that  the  landschaften  association  and  savings  banks  have  each 
46  per  cent  of  the  rural  mortgage  business  while  less  than  8  per  cent 
is  made  by  the  joint-stock  banks. 

There  are  23  landschaften  associations.  One  was  founded  in  1770, 
There  were  17  founded  between  1825  and  1896. 

There  are  37  joint-stock  banks,  one  of  which  was  founded  in  1830, 
and  27  were  founded  between  1862  and  1896. 

Of  this  $154,000,000  in  rural  loans  bv  joint-stock  banks,  91  per  cent 
of  it  wns  made  by  only  7  banks,  1  Prussian  bank  and  6  Bavarian 

Digitized  by  VjOOQIC 


BUBAL   CBBDITS.  81 

banks.  It  is  not  necessary  that  land-mortgage  institutions  shall 
make  all  mortgage  loans.  It  is  not  even  desirable.  There  will  be 
free  competition,  unless  you  establish  a  monopoly  by  law,  or  unless 
you  grant  national  loans  at  such  a  low  rate  that  private  capital  will 
not  compete.  It  is  entirely  possible  to  have  competition  between 
private  capital  and  mortgage  banks,  and  the  land-mortgage  bank  will 
act  as  a  regulator  of  the  rates  and  bring  about  a  generally  lower  rate 
and  more  uniform  conditions  which  are,  in  my  mind,  desirable  results 
to  be  secured. 

Mr.  Platt.  How  many  of  those  German  institutions  have  amorti- 
zation plans?    Do  any  of  them  besides  the  landschaften? 

Mr.  Moss.  Yes ;  all  mortgage  banks  demand  amortization ;  savings 
banks  do  not. 

I  invite  your  particular  attention  to  the  fact  that  the  bill  limits 
the  loans  to  be  made  on  local  real  estate.  I  consider  that  an  abso- 
lutely fundamental  and  vital  feature  of  it.  It  is  a  matter  of  ex- 
perience that  any  institution  having  a  right  to  loan  both  upon  rural 
and  urban  property  places  a  large  majority  of  its  loans  upon  urban 
property. 

I  will  call  your  attention  to  the  figures.  Let  us  take  the  savings 
>)anks  in  Germany.  There  are  2,844  public  savings  banks  in  the 
German  Empire,  having  7,404  branches.  They  control  $4,100,000,000 
of  deposits.  Of  that  ^,100,000,000  deposits, "20  per  cent  of  it  only 
is  loaned  upon  rural  real  estate. 

The  joint-stock  banks  in  Germany  have  loans  upon  real  estate 
now  to  the  enormous  extent  of  $2,575,000,000;  and  out  of  that  vast 
total  less  than  8  per  cent,  or  only  $154,000,000,  is  loaned  upon  rural 
real  estate. 

The  landschaften  associations  are  compelled  to  loan  upon  rural 
real  estate,  and  of  course  their  entire  loans  are  upon  this  class  of 
security. 

The  savings  banks  do  not  have  the  amortization  feature  and  can 
not  make  loans  for  a  fixed  period.  They  make  recallable  loans. 
Their  rates  are  higher  than  the  landschaften  association's  rate,  and 
yet  with  the  higher  rates  and  with  harsher  terms  these  banks  loan 
practically  as  much  money  on  rural  real  estate  as  do  the  landschaften 
associations,  and  very  much  more  than  the  joint-stock  banks,  for  this 
reason — and  this  suggests  one  of  the  fundamental  features  of  this 
bill — ^the  savings  banks  in  Germanjr  are  limited  by  law  to  making 
loans  on  land  m  the  immediate  neighborhood  where  the  banks  are 
located,  and  only  under  certain  conaitions  can  they  make  loans  out 
of  the  restricted  area. 

The  landschaften  associations  also  make  loans  in  a  restricted  area, 
each  one  being  confined  to  a  Province  in  Germany  which,  in  some 
instances,  is  no  larger  than  counties  in  some  of  our  States.  In  so 
doing  the  cost  of  the  appraisement  is  very  much  less  than  in  those 
national  loan  associations,  and  there  is  practically  no  cost  whatever  for 
supervision.  Thus,  due  to  this  fact  that  the  cost  of  inspection  and 
the  cost  of  supervision  is  so  much  less  where  local  loans  are  made 
than  in  the  case  of  those  banks  where  the  loans  are  not  limited  to  a 
particnlar  locality,  all  of  the  small  loans  practically  go  to  the  savings 
oanks  which  seek  to  loan  their  funds  upon  local  properties. 
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^  The  joint-stock  banks  and  other  national  institutions,  having  Um 
right  to  loan  anywhere  in  Germany  and  having  a  right  to  loa 
both  upon  urban  and  rural  real  estate,  if  they  were  to  assume  b 
carry  out  their  operations  all  over  the  Empire,  the  cost  of  appraise 
ment  and  cost  of  supervision  on  small  rural  loans  would  destnf 
their  margin  of  profits.  The  margin  for  administration  is  kqt 
low  by  competition,  and  hence  they  accept  urban  and  large  raw 
loans. 

But,  in  the  beginning  there  was  a  feeling  of  the  commission — some 
members  of  it — that  we  could  establish  a  national  bank,  and  you  wffl  - 
recall  that  Senator  Fletcher's  bill  provided  a  bank  to  operate  il*- 
over  the  United  States.  Later  on  it  was  believed  it  would  be  wdlto 
have  as  many  central  banks  as  we  have  States,  and  we  worked  oat 
a  bill  very  carefully,  having  one  central  bank  in  each  State  and 
to  give  that  bank  a  monopoly  of  issuing  bonds  in  that  State. 

We  worked  out  a  tentative  bill  upon  that  subject,  and  I  am  told  a 
bill  has  been  introduced  in  Congress  containing  essentiallv,  if  not 
identically,  the  same  terms  as  the  draft  of  the  commission  bill.  I  maj 
be  mistaken,  but  I  know  the  bill  was  presented  with  the  statemeii 
that  it  was  to  be  introduced,  and  I  am  told  that  a  Member  has  intro* 
duced  the  bill  practically  as  the  commission  worked  it  out. 

But  the  importance  or  the  figures  as  you  have  them  from  Germany 
is  that  the  banks  there  loaning  on  rural  real  estate  are  local  banks, 
and  banks  loaning  in  a  particular  locality  are  the  ones  which  are  able 
to  meet  competition  and  are  the  most  successful. 

Now,  turmng  to  France,  you  will  find  there  practically  a  monopoly 
created  by  law.  The  Credit  Foncier  started  cat  with  Govemmeii 
aid  in  the  foimdation  capital,  and  was  given  an  absolute  monopoly 
for  20  years.  Later  on  this  monopoly  was  continued  by  reason  of  cer- 
tain privileges,  such  as  freedom  from  decennial  registration  of  mort- 
gages, speedy  right  of  foreclosure,  etc.  Above  all  else,  the  bank  was 
given  the  right  to  attract  deposits  by  the  lottery  system — ^a  system  of 
prizes.  The  result  is  that  the  Credit  Foncier  is  able  and  has  been  able 
to  secure  the  savings  of  the  French  Republic  in  deposits,  and  that 
has  been  one  of  the  ^eat  sources  of  its  funds  for  malang  loans.  This 
absorption  of  deposits  was  so  complete  that  when  France  attempted 
to  organize  a  system  of  personal  credit,  not  being  able  to  attract  de- 
posits in  local  banks,  it  became  necessary  to  use  money  advanced  by 
the  National  Government  in  order  to  make  personal  loans  to  tfaie 
French  farmer.  The  Bank  of  France  has  to  divide  a  certain  prop<^ 
tion  of  its  profits,  which  is  turned  over  to  these  personal-credit  banks 
in  France,  to  be  loaned  to  farmers  exclusively ;  and  that  necessity  has 
been  created  in  large  part  in  that  old  and  thickly  populated  country 
of  France  because  this  great  land  bank  is  given  a  monopoly  and  has 
been  given  the  exclusive  right,  by  a  system  of  lottery  and  prizes,  to 
attract  the  savings  of  the  nation  in  order  to  feed  and  perpetuate  this 
monopoly.    This  result  is  quite  to  be  expected. 

If  you  create  a  monopoly,  you  must  rive  it  a  special  privilege  in 
order  to  exist.  Monopoly  never  has  lived,  can  not  live,  and  never  will 
live  in  any  country  unless  it  is  given  special  privileges.  That  is  the 
price  of  monopoly.  If  you  are  going  to  create  a  central  bank  and 
want  to  create  a  monopoly  by  it,  you  must  give  it  special  privileges 
in  order  for  such  bank  to  be  successful. 
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Your  commission  has  come  before  you  with  a  purely  competitive 
HL  It  has  been  prepared  with  the  idea  of  creating  competition,  not 
nljr  between  different  institutions,  but  between  different  types  of 
istitutions;  but  if  your  conunittee  adopts  the  monopoly  idea,  if  you 
re  to  accept  the  central-bank  plan,  then  you  must  strike  out  of  this 
ill  or  any  oil!  that  you  report  either  cooperative  banks  or  joint-stock 
lanks.  tfoint-stock  banks  and  cooperative  institutions  can  not  exist 
ogether;  they  can  exist  as  competitive  institutions,  but  they  can  not 
)e  combined  together  in  a  monopolistic  joint  institution. 

Some  criticisms  have  reached  me  by  private  correspondence  and 
through  the  press  in  which  this  bill  has  been  referred  to  as  a  bankers' 
rill — ^as  a  measure  largely  in  the  interest  of  bankers.  As  a  matter  of 
fact,  .there  can  not  be  a  5freer  banking  system,  but  I  will  speak  later 
>n  about  that  feature. 

Now,  coming  back  to  the  general  features  of  the  bill.  It  offers  you 
et  competitive  system  of  banks  that  can  go  in  operation  at  once  in 
every  State  of  the  Union  under  conditions  as  they  now  exist.  At 
the  same  time  it  is  a  bill  that,  whenever  certain  local  laws  are  changed 
to  bring  about  certain  results,  then  the  bill  can  go  into  operation  in 
those  States  under  more  favorable  circumstances.  So  it  is  a  bill,  as 
I  have  said,  which  goes  into  operation  under  present  State  laws, 
and  yet  one  which  constantly  offers  a  premium  to  the  States  to  en- 
courage a  much-needed  improvement  in  many  of  the  present  State 
laws  on  this  subject. 

One  of  the  great  benefits  to  come  from  Federal  legislation  in  aid- 
ing the  farmer  is  in  providing  an  incentive  to  the  States  to  make 
better  laws  controlling  the  terms  under  which  agricultural  mortgage 
loans  are  made  and  under  which  land  titles  are  transferred.  One 
of  the  best  features  of  the  bill  is  that  it  can  go  in  operation  to-day  in 
every  State  in  the  Union,  and  yet  it  does  offer  a  perfectly  legitimate 
incentive  to  every  State  which  will  improve  its  land  laws;  and  the 
bill  not  only  offers  the  several  States  an  incentive,  but  even  suggests 
along  what  lines  this  improvement  ought  to  be  made,  and  lodges  the 
power  on  the  part  of  the  Nation  in  a  .bureau  of  the  Federal  Govern- 
ment, by  rules  and  regulations,  under  conditions  which  shall  be 
uniform  and  applicable  to  all  banks  and  to  all  States  alike. 

It  is  not  necessary,  I  think,  to  speak  particularly  about  com- 
pulsory amortization,  as  it  was  discussed  fully  on  yesterday  by  Sena- 
tor Fletcher.  A  point,  however,  I  wish  to  call  your  attention  to 
particularly  is  that  amortization  is  really  a  savings  feature  and  any 
Duik  having  amortization  is  really  a  savings  bank.  The  thought  of 
the  commission  was  not  only  to  provide  safety  for  the  funds,  but  to 
promote  safety  to  the  borrower  oy  denying  to  him  an  opportunity 
to  go  in  debt  for  a  long  period  of  time  without  making  an  adequate 
provision  for  its  payment. 

I  shall  venture  to  give  my  own  definition  of  amortization. 
Amortization,  as  the  word  is  used  here,  while  it  refers  technically  to 
payments — of  course,  upon  the  principal — really  means  a  series  of 
payments  that  i^all  be  uniform  for  a  certain  length  of  time  and  at 
(be  end  of  tfie  time  that  the  debt  itself  shall  have  been  exinguished; 
ind  so  fixed  that  whatever  series  of  years  you  may  adopt,  the  bor- 
rower, by  paying  a  uniform  rate  during  tnat  series  of  years,  will 
owe  nothing  at  the  close  of  that  time. 
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One  good  feature  of  this  bill  is  that  the  National  Govemmen 
charged  with  the  duty  of  providing  standard  tables  of  amortizati 
which  shall  be  adopted  by  all  of  the  banks  governed  by  its  pre 
sions.  This  would  give  a  uniform  rate  all  over  the  United  Sti 
for  both  public  and  private  banks  and  would  most  effectively  sta: 
ardize  the  mortgage  loan  business.  And,  as  I  said  before  and  i 
now,  if  this  legislation  is  enacted  and  there  was  not  but  a  sin 
bank  established  under  it,  this  one  feature  would  be  of  vast  ben 
to  the  people  of  the  United  States.  It  would  absolutely  check  8 
practice  of  usury  by  means  of  using  false  tables  and  give  any  bt 
the  proper  rate  of  interest  to  charge  in  order  to  mature  their  loi 
within  any  given  time  at  any  given  rate. 

Mr.  Platt.  You  would  not  say  that  amortization  would  give 
borrower  a  cheaper  rate  of  interest  than  he  could  get  a  loan  with 
it,  would  you  ? 

Mr.  Moss.  No ;  amortization  can  have  no  influence  on  interest, 
cept  as  it  will  influence  the  rate  favorably  by  reason  of  strengthen 
the  security  on  which  the  loan  is  based. 

Mr.  Platt.  With  equal  security? 

Mr.  Moss.  It  gives  additional  security,  and  it  gives  the  borro 
the  additional  protection  of  being  constantly  saving  against 
debt. 

Mr.  Platp.  My  only  point  in  putting  that  in  was  the  people 
altogether  false  ideas  of  this  thing  by  reading  about  it  in  the  nc 
papers.  They  have  an  idea  that  some  miracle  is  ffoing  to  be  worl 
and  I  think  that  impression  ought  to  be  corrected. 

Mr.  Moss.  In  connection  with  that  idea,  Mr.  Platt,  the  basic  i 
of  this  system  is  really  devising  a  credit  instrument  to  secure  fii 
to  be  loaned.  Now,  the  best  credit  instrument  that  has  yet  been 
vised  is  a  bond,  free  from  taxation,  based  upon  absolute  secui 
with  frequent  and  regular  interest  payments.  It  is  the  cr 
instrument  that  has  fought  every  kind  of  a  war  that  has  ever  1 
waged;  it  has  constructed  all  of  our  public  improvements,  an 
finances  all  public  undertakings.  This  bill  is  really  adopting 
credit  instrument,  free  from  taxation,  placing  it  under  Governn 
supervision,  and  making  in  available  for  individual  use  on  the  fa 
whereas  heretofore  it  has  been  working  exclusively  for  commu 
interest.  This  bill,  therefore,  gives  the  farmer  everv  advan 
in  the  way  of  obtaining  credit  by  the  cooperation  oi  10  per 
subscribing  a  minimum  capital  that  the  community  now  has  '' 

K Tactically  unlimited  capital.  An  advantage  is  going  to  com< 
im  in  the  compulsory  amortization  by  inducing  a  savings  dep 
and  as  a  matter  of  fact  you  permit  the  farmer,  by  organizat 
with  small  capital,  to  take  advantac:o  of  the  most  favorable  cr 
instrument  that  the  wit  of  man  has  yet  devised. 

Senator  Hollis.  Now,  Mr.  Moss,  do  you  mean  that  those  ta 
should  be  at  a  uniform  rate  for  the  whole  country,  or  do  you  n 
they  should  be  based  on  different  rates  of  interests 

Mr.  Moss.  Oh,  different  dates  of  interest,  Senator.  I  mean  to 
that  the  table  would  indicate,  if  you  take  a  note  for  25  years 
per  cent  interest,  the  proper  annual  amortization  charge  whic 
necessary  to  mature  the  note,  it  would  show  him  and  every  o 
man  in  the  United  States  under  like  circumstances  just  exactly  ^ 
payment  will  discharge  his  debt.     Another  feature  in  this  bi! 
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iere  is  no  sinking  fund  permitted,  and  payments  made  by  the 
Unner  must  be  at  once  turned  over  to  the  bondholder.  This  has 
een  done  in  the  interest  of  absolute  safety,  especially  for  the 
»oitdholder.  I  think  you  will  agree  with  me,  after  our  experience 
rith  the  insurance  companies  with  vast  sinking  funds,  that  it  will 
»e  vastly  better  to  make  these  moneys  active  by  turning  them  over 
iQmediately  to  the  holder  of  the  bonds  to  whom  they  rigntly  belong, 
fiyin^  the  banks  the  right  to  recall  bonds  at  any  time,  than  to  per- 
nit  these  banks  to  accumulate  a  vast  hoard  of  money  which  must 
:►€  handled  by  them  as  trustees  for  the  ultimate  benefit  of  the  bond- 
ix>lder. 

Senator  Hollis.  I  wish  you  would  give  the  arguments  for  that, 
iCr.  Moss. 

Mr.  Moss.  The  argument  is  this,  Senator,  that  under  this  system 
it  regulates  itself  with  mathematical  certainty.  There  is  no  risk  to 
be  assumed.  You  may  assume  as  a  fact  very  safely  that  there  wiU 
always  be  a  larger  demand  for  these  loans  than  possibly  can  be  sup- 
plied. Therefore  the  volume  of  the  business  will  be  controlled  by 
the  sale  of  the  bonds. 

If,  then,  there  is  an  active  demand  for  the  bonds,  there  will  be 
no  hardship  whatever  on  the  bank  by  reason  of  the  prompt  payment 
mnd  retirement  of  outstanding  bonds,  because  the  bank  can  immedi- 
ately issue  new  bonds  to  meet  this  demand ;  as  a  matter  of  fact,  the 
prompt  calling  of  bonds  and  paying  them  off  at  par  will  have  a 
tendency  to  uphold  them  in  the  market.  If,  as  a  matter  of  fact,  you 
issue  a  bond  for  35  years  or  for  30  years  and  they  circulate  for  £nat 
CDtire  period,  under  certain  conditions  it  might  be  that  such  bonds 
would  fall  below  par.  In  fact,  if  there  is  a  general  rise  in  interest 
rates,  it  is  sure  to  go  below  par ;  but  if  there  is  a  general  fall  in  in- 
tflrest  rates  it  is  equally  true  that  the  bond  will  go  above  par.  I  think 
we  all  agree  upon  that  proposition. 

Now,  tnen,  if  this  bank,  as  a  farmer  comes  in  and  pays  the  money, 
even  if  it  can  reinvest,  unless  it  invest  in  land-mortgage  loans,  it 
would  have  the  same  hazard  as  other  commercial  investments.  There 
could  be  no  possible  advantage  in  permitting  a  sinking  fund  to  be 
invested  in  a  new  mortgage  loan,  because  a  new  issue  of  bonds  could 
be  made  to  do  the  same  thing.  The  only  possible  advantage  in  a 
sinking  fund  is  the  power  of  compound  interest.  Therefore  it  is  in 
the  interests  of  safety  and  does  not  in  any  way  create  a  hardship, 
except  in  the  prohibition  of  compound  interest. 

Mr.  Hayes.  I^et  me  see  if  I  understand.  As  I  read  the  bill,  the 
payment  that  the  mortgagor  makes  in  the  mortgage  will  not  apply 
on  the  bond  that  is  issued  at  all.  His  bond  runs  the  full  25  years,  if 
it  is  to  run  for  that  period,  unless  the  bank  chooses  to  take  it  up  and 
does  take  it  up  and  retire  it  ? 

Mr.  Moss.  As  it  either  chooses  or  is  compelled  to. 

Mr.  Hayes.  How  can  it  be  compelled  to? 

Mr.  Moss.  It  must  keep  this  volume 

Mr.  Hayes  (interposing).  Yes;  I  can  see  it  might  under  certain 
eircamstances. 

Mr.  Moss.  Of  course  it  would  take  this  money  and  at  once  rein- 
Vest  it  in  bonds,  and  it  is  not  in  any  sense  of  the  word  a  sinking 
flmd. 
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Mr.  Hates.  Not  at  all;  but  you  made  a  statement  here  that  led 
us  to  believe  that  you  had  some  other  idea. 

Mr.  Moss.  Oh,  no. 

Mr.  SELDOMRmoB.  If  it  could  use  its  surplus.  But  suppose  the 
bank  finds  itself  without  any  demand  from  the  borrowers;  it  must 
invest  its  funds  in  some  form  in  order  to  keep  up  its  interest. 

Mr.  Moss.  It  alwavs  has  the  right  to  recall  bonds  and  pay  them 
off  at  par,  and  that  always  makes  a  satisfactory  investment  for  what- 
ever funds  it  may  have.  Now,  the  bill  permits  the  bank  to  loan 
and  reloan  its  capital,  deposits,  and  surplus  under  certain  conditions. 
If  it  is  permitted  to  reloan  its  capital,  there  can  be  no  question  of 
surplus  runds  tied  up  in  the  bank,  because  if  they  are  not  invested 
under  these  provisions  the  bank  can  call  in  and  cancel  the  bonds  at 
par,  and  the  interest  on  the  mortgages  therel^  released  will  accrue 
to  the  bank. 

Mr.  Platt.  The  section  you  refer  to  is  on  page  16,  is  it  not, 
clause  4? 

Mr.  Moss.  Yes — 

that  as  the  amortizatiou  pnymeuts  are  credited  upou  the  first  mortgage  or 
first  deed  of  trust,  farm  loans  so  deposited  as  security,  the  national  land-lMmk 
bonds  issued  by  the  hinik  and  secured  thereby,  shall  be  called  and  paid  or 
purchased  in  the  open  market  and  retired,  to  the  extent  of  the  credits  made 
upon  said  first  mortgage  or  deed  of  trust  farm  loans  held  as  security  for  tte 
same,  under  rules  and  regulations  made  by  the  commissioner  of  £arm-laiMl 
banks. 

Under  that  provision  we  have  made  it  mandatory  upon  the  bank 
to  retire  its  bonds  in  proportion  as  the  mortgages  are  paid  off. 

Mr.  Hayes.  You  do  not  allow  them  to  use  that  money  that  come6 
in  to  make  new  bonds? 

Mr.  Moss.  No,  sir;  we  have  no  provision  in  the  bill  for  a  sinking 
fund,  absolutely  none. 

Senator  Hollis.  Mr.  Moss,  you  do  not  feel  hurried  in  giving  yoor 
testimony,  do  you?  We  have  plenty  of  time,  and  you  go  so  fast  tbit 
I  find  I  can  not  follow  you. 

Mr.  Moss.  Thank  you,  Senator,  for  that  courtesy.  I  was  afraid 
I  might  tire  the  committee. 

Senator  Hollis.  I  wish  you  would  not;  I  wish  you  would  take 
your  time  and  take  it  easy,  because  we  are  not  going  to  find  many 
witnesses  who  can  give  us  the  information  you  can. 

Mr.  Moss.  I  was  afraid  I  would  tire  the  committee,  as  there  are 
many  things  I  wanted  to  speak  about.    I  thank  you  for  the  suggestion. 

The  idea  that  the  commission  had  in  this  matter  was  to  make  the 
bondholder  absolutely  safe,  and  one  of  the  great  elements  of  security 
about  the  bond  is  that  as  the  farmer  pays  in  nis  money  it  immediately 
reaches  the  bondholder,  and  thus  there  is  no  risk  between  the  time 
the  monev  is  paid  in  by  the  borrower  and  the  redemption  of  the  b<»d. 
If  the  holder  of  the  canceled  bond  is  satisfied  with  the  investment*  the 
bank  will  always  have  another  bond  of  equal  value  to  offer  to  nim, 
and  therefore  there  is  no  hardship  upon  the  bondholder  and  no  hard- 
ship upon  the  bank,  and  it  will  make  the  circulation  of  securities 
more  active. 

Mr.  Hayes.  Let  me  get  your  idea  a  little  further.  You  do  not 
mean  to  say  if  I  owed  one  of  these  banks  $3,000  and  I  came  in  to 
pay  it  that  the  bond  that  was  issued  on  my  security — that  identical 
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bond — must  be  purchased,  or  they  must  go  out  and  purchase  the  sum 
of  $3,000  worth  of  bonds? 

Mr.  Moss.  The  bank  will  call  in  $3,000  worth  of  their  bonds,  with- 
out distinction  as  to  any  particular  bonds. 

Mr.  Brown.  Let  me  understand  this.  Are  these  bonds  redeemable 
at  the  option  of  the  bank  ? 

Mr.  Mo8S.  Yes;  they  necessarily  would  have  to  be.  In  Europe  I 
think  it  is  the  common  custom  to  draw  these  bonds  by  lottery,  wnere 
they  are  redeemed  before  they  are  due. 

Mr.  Platt.  I  was  going  to  ask  you  about  that.  You  do  not  provide 
for  any  method. 

Mr.  Moss.  No,  sir.  It  is  left  to  the  bank.  I  am  going  to  speak  in 
a  moment  of  the  reason  for  it. 

Senator  Hollis.  You  would  leave  that  to  the  board  or  commission 
to  prescribe  regulations,  based  upon  their  experience? 

Mr.  Moss.  Yes,  sir.  One  of  the  most  important  subjects  connected 
with  land-mortgage  bonds  is  to  provide  a  prompt  market  for  them. 
For  instance,  a  pei-son  buys  a  bond  for  five  years  and  he  draws  his 
interest,  and  then  desires  to  get  his  money  back ;  he  must  be  able  to 
go  out  and  sell  again,  and  at  the  same  time  to  sell  for  as  much  as 
ne  gave  for  it.  That  is  the  crucial  test  of  this  proposition.  Unless 
a  bank  that  issues  the  bond  is  prepared  to  buy  it  on  demand  of  the 
owner,  there  may  be  times  when  land  bonds  might  become  a  drug 
upon  the  market.  My  own  idea  is  to  make  the  circulation  of  the  bond 
pretty  active,  so  that  they  are  taken  out  of  the  first  holder's  hands 
'  and  retired  at  the  bank's  counter  pretty  often.  In  that  wajr  they  will 
circulate  at  par  and  be  held  up  to  that  price  with  less  difficulty  than 
if  issued  for  a  long  period  of  time  and  not  paid  off  until  maturitjr, 

Mr.  Hayes.  Let  me  suggest,  I  think  the  provision  in  there  leaving 
the  matter  in  the  discretion  of  the  directors  what  bond  shall  be  paid 
off  is  desirable.     Here  is  a  man  who  wants  his  money  and  he  can 
notify  the  directors  what  bond  he  holds  and  that  he  would  like  to 
have  his  money,  and  they  can  have  that  in  view  and  in  that  way  ac- 
commodate him,  and  also  in  that  way  keep  the  price  of  the  bond  up. 
Mr.  Moss.  I  am  glad  that  you  approve  that  provision.    In  the  be- 
ginning we  thought  there  ought  to  be  no  restrictions  put  in  this  bill 
unless  it  was  absolutely  necessary  to  secure  safety  and  that  many 
regulations  necessary  to  enforce  the  provisions  of  this  bill  might  be 
left  to  the  discretion  of  the  division  of  land  banks  created  by  the  bill. 
Now,  the  next  provision  I  desire  to  call  especial  attention  to  is  the 
payment  of  the  mortgage  in  money  or  in  bonds.    Mv  attention  was 
caUed  to  that  provision  by  a  farm  publication,  which  stated  that  it 
was  the  joker  in  this  bill ;  that  if  you  examined  any  important  bill 
you  would  always  find  a  joker  and  there  was  the  joker  in  this  bill ; 
that  the  farmer  was  enticed  to  borrow  his  money  on  the  provision  that 
he  could  repay  it  at  his  option,  and  then  when  the  time  came  and  he 
attempted  to  exercise  his  option,  the  bank  might  say  to  him,  bring 
in  the  bonds,  and  as  the  bonds  might  not  be  on  the  market,  he  could 
not  get  hold  of  them  to  pay  it  off  and  he  could  not  discharge  his 
debt.    Of  course,  the  committee  understands  pr^isely  the  meaning 
of  the  provision.    A  man,  after  five  years — and  it  was  fixed  at  five 
years  because  it  was  believed  that  the  bank  ought  to  have  a  reason- 
able return  in  the  way  of  administrative  charges  or  profits  for  the 
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trouble  in  making  the  loan  and  therefore  the  loan  ought  not  to  bo 
paid  off  under  five  years — that  after  five  years,  at  any  interest 
period,  the  borrower  could  have  the  right  to  repay  his  loan,  either  in 
money  or  in  bonds. 

Now,  the  mere  matter  of  fact  of  giving  the  option  of  paying  in 
bonds  is  not  to  deprive  him  of  the  privilege  of  paying  in  money,  but 
if  the  bonds  fall  below  par — that  is  the  proposition — under  this  bill 
the  debtor  can  purchase  the  bonds  and  the  moment  he  presents  them  at 
the  bank's  counter  they  cancel  the  mortgage.    If  the  bonds  are  below 

Sar  this  option  gives  the  borrow  the  advantage  of  discharging  his 
ebt  upon  the  lowest  possible  terms  and  the  profit  goes  to  the  bor- 
rower instead  of  to  the  bank.  Either  the  bank  or  tne  farmer  must 
purchase  the  bonds  under  the  terms  of  the  bill. 

Senator  Hollis.  And  it  has  the  tendency  to  keep  the  bonds  up  in 
case  they  commence  to  go  below  par  ? 

Mr.  Moss.  Undoubtedly.  Now,  how  any  intelligent  writer  can 
refer  to  that  as  a  joker  I  do  not  see. 

Mr.  Hates.  You  do  not  think  any  intelligent  writer  would,  do 
you? 

Mr.  Moss.  I  doubt  it,  but  this  writer  did  it. 

Mr.  Platt.  Is  that  done  in  any  European  banks? 

Mr.  Moss.  Yes ;  it  is  nearly  uniformly  done,  and  it  is  one  of  the 
ven^  elements  in  the  whole  system. 

There  is  another  reaspn,  too,  for  making  the  redemption  after 
five  years,  and  that  is  that  it  absolutely  protects  the  borrower  against 
a  general  fall  in  interest  rates.  Now,  in  this  country  where  interest 
rates  are  higher  than  in  the  old  country,  it  is  said  we  can  reasonably 
look  forward  to  the  fact  that  as  the  country  grows  in  wealth  there 
will  be  a  general  fall  in  interest  rates. 

Senator  Hollis.  Is  not  that  questionable,  now?  It  is  the  old 
theory,  but  I  think  the  idea  now  is  that  that  we  will  probably  never 
have  such  low  interest  rates  as  European  countries.  I  would  like 
to  get  your  individual  judgment  about  that,  because  you  undoubtedly 
have  studied  it. 

Mr.  Moss.  My  own  individual  iudffment  is  that  of  a  certainty 
interest  rates  will  fall  in  the  unaeveloped  sections  of  the  United 
States. 

Mr.  Hates.  That  is  true. 

Mr.  Moss.  Now,  without  this  optional  provision,  no  prudent  man 
is  going  to  tie  himself  up  with  a  mortgaore  running  for  25  or  30 
years  in  any  section  of  the  United  States.  No  prudent  man  would 
do  it.  But,  if  he  gives  a  mortgage  for  that  length  of  time,  with 
the  privilege  of  paying  it  off  alter  five  years,  he  is  absolutely  pro- 
tected against  any  fall  in  the  interest  rate,  and  then  he  has  accu- 
mulated his  amortization  payments  for  five  years  as  a  saving.  He 
makes  amortization  payments  upon  the  principal,  and  a  man  who 
takes  advantage  of  tne  proposition  knows  he  is  getting  his  loan  at 
the  best  terms  that  money  can  be  had,  and  after  five  years  he  can 
discharge  all  or  any  part  of  his  debt.  That,  I  submit,  is  a  very 
important  feature  of  the  bill. 

Mr.  Hates.  You  do  not  contemplate — I  do  not  recall  whether  the 
bill  does  or  not — ^you  do  not  contemplate  loans  for  less  than  five 
years? 
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Mr.  Moss.  Yes,  sir.  This  bank  is  given  the  privilege  of  making 
Muis  for  any  shorter  period  of  time,  but  is  prohibited  from  issuing 
Dnds  on  loaiis  for  less  than  five  years.  I  would  like  to  take  up 
le  reason  for  that.  The  main  purpose  of  this  bill  is  to  encourage 
le  savings  feature  in  connection  with  farm  loans.  I  am  speaking 
f  the  amortization  feature  now  as  a  savings  feature. 

Second,  there  is  absolutely  no  disadvantage  in  making  a  loan 
ar  longer  than  five  years,  if  you  have  the  option  to  pay  it  off  after 
ve  years.  The  only  question  is  that  during  the  five  years  the  bor- 
Dwer  makes  heavier  payments  on  account  of  the  amortization  fea- 
iire.  Therefore  it  worfe  no  hardship,  at  least,  not  to  give  the  right 
0  issue  bonds  against  five-year  loans.  The  bank  has  the  right  to 
lake  five-year  loans,  but  it  does  not  have  the  right  to  issue  bonds 
gainst  it.  National  banks  loan  money  for  five  years  without  issu- 
Dg  bonds.  It  would  at  once  be  a  discrimination  to  give  this  bank 
he  right  to  make  five-year  loans  and  issue  bonds  against  them, 
whereas  the  national  bank  right  across  the  street  is  permitted  to 
Dake  similar  loans,  but  is  not  given  the  right  to  do  tnat.  Where 
jompetition  is  open  no  favors  should  be  granted.  We  seek  to  make 
lompetition  in  the  five-year  loans.  This  bank  has  the  right  to  loan 
ts  capital  and  deposits  on  five  years'  time,  just  as  other  national 
)anks.  This,  I  believe,  is  eminently  fair;  but  I  think  it  would  be 
mfair  to  give  them  the  right  to  issue  bonds  against  the  five-year 
oans,  it  would  also  militate  against  the  main  purpose  of  the  bill 
^hich  is  to  create  a  savings  feature  in  connection  with  farm  loans. 

Mr.  Woods.  Mr.  Moss,  suppose  farmer  A  secured  a  loan  for  six 
irears,  would  he  be  barred  from  paying  any  portion  of  that  loan 
antil  the  end  of  five  years  ? 

Mr.  Moss.  I  think  that  is  true,  except  his  amortization  payments. 

Mr.  Coulter.  Anything  over  five  years  would  call  for  amorti- 
Eations. 

Mr.  Moss.  Yes;  that  is  the  provisions  of  the  bill. 

Mr.  Woods.  The  amortization  feature  does  not  enter  until  after 
five  years. 

i/ir.  Coui/TER.  Oh,  yes,  sir;  they  start  in  paying  right  off. 

Mr.  Woods.  At  the  end  of  the  first  year? 

Mr.  Coulter.  Yes;  right  off. 

Mr.  Woods.  What  becomes  of  that  money  after  the  first  five  years! 

Mr.  Coulter.  It  is  used  to  buy  the  bonds. 

Senator  Hollis.  That  is,  if  the  loan  is  over  five  years,  the  amortiza- 
ion  plan  must  apply  to  it;  and  if  he  does  not  want  that  feature,  he 
'ould  agree  to  pay  within  five  years,  or  less. 

Mr.  Hayes.  For  a  six-year  loan  or  less  he  would  not  pay  an  equal 
jnount,  but  he  would  pay  approximately  one-sixteenth  of  the  prin- 
ipal  at  every  interest  period.  Of  course  it  would  be  a  little  less 
han  that  at  the  beginnmg  and  more  at  the  end. 

'Mr.  Platt.  Of  course,  when  bonds  had  issued  on  loans  of  more 
han  five  years  which  have  the  amortization  feature,  no  doubt  some 
f  them  would  come  in  and  be  paid  off  within  the  five-year  period. 

Mr.  Moss.  The  bond  itself  can  be  called  in  at  any  time  the  bank 
hooses;  and  therefore  while  the  borrower  would  be  repaying  the 
bligation  to  the  bank,  the  bank  can  call  in  its  corresponding  obli- 
ution  at  any  time  after  it  is  issued,  under  the  terms  of  this  bill. 


Digitized  by 


Google 


90  RURAL  CREDITS. 

Senator  HoUis's  observation  is  correct.  The  borrower,  if  he  desiiii 
to  escape  the  amortization  feature,  must  choose  a  five-year  or  undff 
loan.  He  can  then  make  his  contract  with  the  bank  regarding  p•^ 
tial  pavments  with  the  same  freedom  he  would  enjoy  in  dealing  wMi 
any  other  bank  or  loan  agency. 

Another  feature  in  this  bill  is  the  special  reserve  for  interest  guir- 
anty.  I  think  the  committee  will  at  once  concede  that  there  is  00 
reason  for  holding  a  special  reserve  against  the  principal,  because 
under  these  provisions  the  amortization  is  at  once  creoited  on  the 
bond,  and  at  the  end  of  the  time  the  mortgage  is  paid  off  and  the 
bonds  will  be  retired.  Therefore,  so  far  as  uie  principal  of  the  bond 
is  concerned,  there  is  no  necessity  for  a  special  guaranty  reserve. 

But  the  question  is  met  in  connection  with  the  payment  of  the 
interest  on  the  bond.  It  is  reasonable  to  presume  that  there  will  be 
a  number  of  defaults  among  the  borrowers  in  paying  the  interest 
(to  the  bank)  on  the  particular  day  on  which  it  ifalls  due.  Or,  m 
instance  of  a  foreclosure,  there  would  naturally  be  a  period  in  whidi 
there  would  be  no  interest  payments.  I  think  you  will  find  on  care- 
ful study  that,  although  it  is  not  required  in  European  banks,  p^a^ 
tically  all  of  the  prudent  banks  do  ordinaiilv  carry  a  special  re- 
serve of  5  per  cent  for  this  purpose,  recognizing  the  fact  that  the 
bondholder  ought  to  have  his  interest  promptly  when  it  falls  due, 
as  without  that  the  bond  itself  can  not  be  considered  a  first-class  in- 
vestment. Hence  the  commission  wrote  into  the  bill  a  provision  that 
out  of  the  net  profits  of  the  bank,  before  any  dividends  can  be  de- 
clared, there  shall  be  set  aside  a  special  reserve  of  5  per  cent,  based 
upon  its  annual  interest  charge,  and  I  think  you  will  agree  with  me 
that  this  will  be  very  prudent.  I  have  no  doubt  that  every  bajik 
would  carry  such  a  reserve,  anyhow,  so  far  as  that  is  concerned;  if 
it  was  welf  managed  it  certainly  would  do  so.  But  that  provisi(m 
was  written  in  here  in  order  to  make  sure  that  the  bondholders  would 
be  protected. 

Senator  Hollis.  Yes :  I  think  it  would  give  the  system  a  black  eye 
if  the  bondholders  did  not  get  their  interest  promptly  when  dae. 
They  get  a  low  rate  of  interest,  and  they  ought  to  be  sure  of  getting 
it  when  due,  and  it  ought  not  to  be  made  possible  for  any  cry  to  be 
raised  in  any  part  of  the  country  that  the  bonds  were  not  a  good 
security. 

Mr.  Moss.  Yes,  sir.  These  banks  being  given  the  dignity^ — and  I 
think  the  prestige  of  the  national  name  and  national  supervision— 41 
ought  to  be  made  absolutely  sure  that  there  will  be  no  default  in  the 
payment  of  principal  or  interest,  and  that  it  is  necessary  to  have  a 
prudent  reserve,  because  a  bank  might  be 

Mr.  Hayes  (interposing).  Short  of  funds? 

Mr.  Moss.  Yes;  short  of  funds  for  the  moment  to  pay  the  interest 
when  due. 

Mr.  Seldomridge.  Where  is  that  reserve  provision  contained  in  the 
bill? 

Mr.  Moss.  It  comes  in  under  the  heading  of  "  dividends." 

Mr.  Hayes.  It  is  on  page  35,  line  10. 

Mr.  Moss.  Yes;  the  bill  reads: 

Provided  further.  That  a  special  reserve  fund  shall  be  maintained  by  each 
national  farm-land  banlc,  which  special  reserve  fund  shall  be  cf*eated  out  erf 
the  net  earnings  of  the  banlc  and  shall  at  all  times  be  equal  to  5  per  cent  of 
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the  total  annuul  interest  charge  on  the  lancl-bauk  bonds  which  i\ro  outstanding 
against  such  banks  at  the  close  of  the  last  fiscal  year.  Such  special  reserve 
fond  shall  not  be  disbursed  for  any  other  purpose  except  to  meet  arrears  In 
Interest  payment  on  land-bank  bonds  issued  by  said  bank. 

Mr.  Seux)mridoe.  While  we  are  on  that  subject  let  me  ask  you  an- 
other question.  Is  there  any  provision  in  this  bill  regarding  the  fail- 
ure of  a  mortgage  to  meet  the  interest  payment  as  to  what  should 
be  done? 

Mr.  Moss.  No,  sir.  That  is  a  question  of  contract  between  the  bank 
and  its  borrower  and  would  depend  upon  the  terms  of  the  contract; 
it  would  also  be  controlled  by  the  laws  of  the  State. 

Mr.  Seldomridge.  Well,  suppose  a  man  defaults  in  the  payment 
of  interest? 

Mr.  Moss.  The  special  reserve  fund  will  meet  that  contingency. 
The  next  feature  that  I  will  call  attention  to  is  the  investment  of  the 
capital.  This  bill  is  drawn  upon  the  theory  that  every  holder  of  a 
bond  will  have  three  sources  of  protection.  The  first  and  primary 
source,  of  course,  is  the  value  of  the  land  that  is  mortgaged ;  second, 
the  capital  of  the  bank;  and  third,  the  guaranty — the  liability  that 
the  stockholders  assume. 

Mr.  Hayes.  Would  there  not  also  be  after  awhile  a  surplus? 

Mr.  Moss.  Yes;  but  the  surplus  would  be  counted  as  capital,  and 
therefore  it  would  not  count  as  a  guaranty. 

Mr.  Hayes.  Yes. 

Mr.  Moss.  Now,  we  have  prohibited  the  permanent  investment  of 
the  capital  in  the  main  business  of  the  bank ;  that  is,  in  the  long-time 
loans  upon  which  they  are  issuing  bonds.  I  think,  if  you  permit  that, 
the  capital  would  not  be  the  most  certain  protection  to  the  bond- 
holder. We  have,  however,  provided  certain  profitable  forms  of 
investment  for  the  capital.  It  can  be  invested  in  five-year  loans; 
it  can  be  invested  temporarily  in  long-time  loans,  which  must  be 
replaced  later  by  the  proceeds  of  land  bank  when  they  are  issued 
and  sold ;  and  there  are  several  other  forms  of  investment.  But  the 
capital  of  the  bank  itself  is  used  on  the  outside  and  in  separate  lines 
of  venture  from  the  main  purpose,  which  is  the  issue  of  long-time 
loans.  That  provision  was  put  in  the  bill  in  order  to  make  the  capi- 
tal an  absolute  protection  to  the  bondholder  and  at  the  same  time 
giving  the  bank  an  ample  opportunity  to  invest  it  so  as  to  make  a 
reasonable  interest  upon  its  capital. 

There  is  one  feature,  Mr.  Chairman,  that  I  overlooked,  and  if 
you  will  pardon  me  I  will  now  go  back  to  it.  It  is  in  regard  to  the 
liability  of  the  stockholders.  We  have  made  this  an  American 
banking  bill  and  have  provided  that  every  stockholder  in  the  bank 
shall  assume  a  double  liability,  the  same  as  is  commonly  assumed  by 
persons  holding  shares  in  other  national  banking  institutions.  But 
in  the  case  of  a  cooperative  bank  there  is  a  provision  made  for  a 
larger  liability,  if  two-thirds  of  the  stockholders  care  to  assume  it. 

There  was  a  very  wealthy  man — a  good  business  man — from  New 
York  who  appeared  before  the  commission  and  suggested  that  we 
ought  to  make  a  banking  system  which  would  have  a  small  cash 
capital  and  a  very  large  credit  capital;  that  is,  to  permit  persons  of 
wealth  and  financial  responsibility  to  underwrite  a  series  of  bonds 
similar,  I  was  told,  as  the  Lloyds  do,  for  instance,  in  marin/i 
insurance;  in  other  words,  putting  up  a  certain  amount  of  cash  capi- 
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tal  and  then  assuming  a  large  credit  liability,  which  credit  liability 
would  guarantee  to  the  outstanding  bond.  This  credit  liability  woulli 
not  be  called  except  on  failure  or  the  mortgagor  to  pay  his  obliga- 
tions upon  which  the  bonds  or  liability  of  the  underwriters  was 
based.  The  commission  did  not  approve  that  idea.  And  yet  tib« 
landschaften  associations  permit  an  unlimited  liability  to  be  as- 
sumed by  the  shareholders,  if  they  care  to  do  so. 

Mr.  Plait.  Is  it  not  in  principle  an  unlimited  liability  whidi  yoo 
suggest? 

Mr.  Moss.  Yes,  sir.  In  principle  I  do  not  believe  in  unlimited 
liability,  and  I  do  not  think  that  the  farmers  of  the  country  will 
take  kindly  to  it — at  least  without  years  of  operation  of  the  system. 
The  whole  system  of  credit  capital  as  a  guaranty  of  obligation  is  to 
be  one  of  growth  and  development.  I  expect  Dr.  Coulter  to  speak 
particularly  of  the  cooperative  feature  of  the  bill,  and  I  am  not 
^ing  to  speak  at  length  upon  it,  because  Dr.  Coulter  has  studied 
Qiat  subject  as  much  as  or  more  than  any  other  man  in  the  United 
States;  and  this  cooperative  feature  in  the  bill  is  particularly  Us 
feature,  and  I  feel  that  Dr.  Coulter  will  discuss  that  feature  much 
more  entertainingly  and  much  better  than  I  can. 

But  under  this  provision,  if  two-thirds  of  the  stockholders  in  a 
cooperative  bank  desire  to  do  so,  they  can  assume  a  liability  of 
three  or  four  or  five  times  the  value  of  their  shares,  and  even  an 
unlimited  liability,  and  thus,  if  thev  cared  to  do  so,  put  a  larger 
credit  capital  behind  the  bond,  with  the  object  of  giving  them  a 
^eater  security  and  sale.  This  puts  the  question  up  to  the  business 
judgment  of  the  individuals.  Tne  cooperative  land  bank  under  the 
provisions  of  this  bill  may,  'jvith  the  consent  of  two-thirds  of  its 
stockholders,  organize  a  new  landschaften  association  after  the  Ger- 
man model. 

Now,  that  is  the  widest  variation  that  comes  in  the  bill ;  you  can 
assume,  in  a  cooperative  bank,  just  precisely  the  same  liability  as  in 
a  joint-stock  bank,  or  you  can  extend  the  liability  as  far  as  you  like, 
giving  an  opportunity' for  growth  of  cooperative  ideas  in  banking. 

At  the  begmning,  1  do  not  think  I  violate  any  confidence  in  say- 
ing that  I  was  opposed  to  the  writing  of  the  cooperative  idea  in  this 
bill.  And  yet,  after  a  careful  study  of  the  matter  and  after  coming 
into  contact  with  what  I  believe  to  be  the  very  best  thought  at  the 
present  time,  I  wish  to  say  that  it  would  be  a  very  grave  mistake  to 
strike  it  out  of  the  bill;  and  I  am  going  to  make  the  prediction  that 
the  great  growth  in  the  future  among  farmers  toward  better  business 
methods  is  going  to  be  along  cooperative  lines. 

Mr.  IIayes.  In  some  places  I  think  that  is  true. 

Mr.  Moss.  And  that  is  one  of  the  reasons  that  you  can  not  put  this 
system  or  any  system  of  personal  credit  into  operation  in  a  day. 
There  is  not  any  thought  of  trying  to  do  that.  We  ought  to  build 
for  the  future;  and  just  as  farmers  come  together  in  a  cooperative 
way  on  business  lines  and  find  that  they  operate  on  cooperative  lines 
very  much  better  than  individually,  and  with  absolute  safety,  so  will 
their  cooperation  and  their  business  ability  grow  along  those  lines. 
And  it  was  thought  a  good  plan  to  give  tnem  an  opportunity  to  do 
this  in  this  bill.  And  there  are  some  places  where,  perhaps,  this 
cooperative  system  can  go  into  immediate  effect,  because  we  nave  in 
a  great  many  centers — and  you  would  be  surprised,  gentlemen,  if 
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Dr.  Coulter  should  take  the  time  to  show  you  in  how  many  sections 
of  the  United  States  there  is  cooperation  now  among  farmers,  and 
how  actively  they  are  at  work ;  of  course^  Mr.  Hayes,  you  are  familiar 
with  cooperative  conditions  in  California,  which  is  a  very  apt  illus- 
tration— and  there  are  a  great  many  other  centers  where  cooperation 
in  rural  industry  in  already  practiced.  The  more  you  study  the 
matter  the  more  you  will  bie  surprised  at  the  extent  to  which  the 
cooperative  idea  has  grown  among  the  farmers  of  the  country. 

Mr.  Hayes.  Nearly  all  of  our  fruit  in  California  is  marketed  by 
means  of  cooperation. 

Mr.  Moss.  Yes.  Now,  I  am  getting  down  to  a  subject  on  which 
there  will  be  some  controversy,  and  that  is  permitting  cooperative 
banks  to  do  a  banking  business  for  and  with  their  own  stockholders. 
You  will  find  it  at  the  bottom  of  page  17  of  the  bill  H.  R.  12585. 
I  will  read  that  provision;  but  before  I  read  it  I  will  say  that  it  can 
be  stricken  out  of  the  bill  and  still  leave  the  bill  as  a  land-mortgage 
bank  measure  intact.    The  provision  reads  as  follows: 

Provided,  however^  That  farm-land  banks,  cooperative,  may,  for  and  with 
their  stockholders,  also  do  and  transact  the  business  now  possessed  and  exercised 
by  national  banks  under  the  laws  of  the  United  States,  under  such  rules  and 
regulations  as  may  be  prescribed  by  the  commissioner  of  fbrm-land  banks. 

This  provision  is  already  enacted  into  law  in  the  Indiana  State 
building  and  loan  association  act,  the  last  law  that  was  passed  on  that 
subject  in  Indiana,  and  which  is  said  to  be  the  most  forward  and 
progressive  act  in  the  United  States  on  this  subject. 

If.  as  a  matter  of  fact,  this  committee  reports  out  a  bill  on  per- 
sonal credit  loans,  then  I  can  see  no  reason  why  this  provision  should 
not  be  stricken  out  of  the  bill.  It  does  not  permit  the  banks  to  do 
anything  more  than  a  banking  business  with  their  own  membership. 
It  would  permit  them  to  take  deposits  from  any  stockholder  in  the 
bank.  It  would  permit  them  to  make  loans  for  personal  purposes 
to  their  own  memoers.  That  is  all  it  would  permit;  so  that  it  would 
give  an  opportunity  for  these  cooperative  land  banks,  so  far  as  their 
own  bank  membership  is  concerned,  to  do  a  full  banking  business 
and  retain  the  profits  of  their  own  banking  in  their  own  hands. 

Mr.  Hates.  Do  you  not  think  that  is  dangerous?  Take  the  trade 
of  a  small  bank,  where  the  men  at  the  head  of  it  are  not  skilled  in 
commercial  banking. 

Mr.  Moss.  I  will  give  you  my  reasons  why,  as  a  member  of  the 
commission,  I  favored  putting  tfiis  provision  in. 

kt  the  present  time  tnere  are  9,000  banks  in  the  United  States  with 
a  capital  Delow  $25,000  each.  These  banks  are  located  very  largely 
in  farming  sections  of  the  United  States.  For  instance,  in  Connec- 
ticut, I  do  not  think  there  is  a  bank  chartered  which  has  a  capital 
less  than  $25,000.  I  think  in  the  great  State  of  New  York  there  are 
but  three  banks  appearing  in  the  bank  directory  which  have  a  capi- 
W  below  $25,000.  Yet,  in  the  State  of  Missouri,  you  will  find  that 
there  are  850  of  such  banks.  If  you  will  take  that  group  of  States 
there  in  the  Middle  West,  which  is  the  best  group  of  farming  States 
vn  the  Union— Oklahoma,  Iowa,  Missouri,  Kansas,  North  and  South 

Dakota — those  six  States 

Mr.  Hates  (interposing).  And  Nebraska? 

Mr.  Moss.  And  Nebraska  and  Minnesota,  you  will  find  that  in  that 
poup  of  States  there  are  4,000  banks,  at  least,  with  a  capital  so  small 
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they  can  not  enter  the  Federal  reserve  system.  That  means  that 
these  banks  can  have  no  direct  advantage  of  the  rediscount  featuit 
of  that  Federal  reserve  system. 

And  it  seemed  to  me  it  might  very  well  be  an  advantage  in  many 
rural  sections  to  give  these  cooperative  banks  the  right  to  do  a  bank- 
ing business  among  their  own  members.  And  yet  I  admit  that  the 
question  is  well  open  to  debate.  The  system  in  the  Indiana  law  his 
not  been  tested.  It  has  gone  into  effect  but  has  not  yet  been  tested 
sufficiently  by  actual  experience. 

If  that  provision  were  stricken  out  of  the  bill  by  the  committee 
I  should  not  mourn  very  much,  although  it  seemed  to  me  that  it 
would  be  a  good  provision  in  the  case  of  the  cooperative  bank. 

Mr.  Hayes.  Mr.  Moss,  you  agree  with  me,  do  you  not,  that  if  there 
was  a  bill  providing  for  cooperative  banks  to  make  personal  loans 
it  would  be  better  to  confine  this  to  farm-lands  loans? 

Mr.  Moss.  I  agree  with  that  perfectly.  At  the  moment  this  was 
written  into  the  bill  the  commission  was  of  the  opinion  that  thej 
would  not  attempt  to  work  further  upon  the  matter  of  personal  credit 
at  this  time  on  account  of  the  difficulties  involved.  I  wish  to  say 
that  the  more  I  study  the  question  of  personal  credit  the  more  I  am 
impressed  with  the  difficulty  in  the  way  of  it  at  this  time;  and  I 
believe  that  personal  credit  among  farmers  is  something  that  will 
have  to  be  the  subject  of  growth.  It  is  a  question  that  in  nearly 
every  other  country  sprang  up  after  the  land-mortgage  banks  had 
been  established.  The  land-mortgage  banks  appeared  to  be  a  fore- 
runner of  the  personal-credit  loans. 

And  along  that  line,  and  while  we  are  discussing  that  feature,  I 
do  not  think  I  violate  any  confidence  in  saying  that  Dr.  Coulter  has 
a  great  many  doubts  as  to  being  able  to  work  out,  under  present  con- 
ditions, a  system  of  personal  credit ;  and  he  is  a  very  competent  man 
to  pass  judgment  on  this  question.  And  yet  that  provision  was  put 
in  there  by  the  commission.  And  I  agree  at  once  with  you,  Mr. 
Hayes,  that  if  the  committee  is  going  to  consider  the  question  of 

Eersonal  credit  this  question  of  doing  business  for  their  own  stock- 
olders  ought  to  be  stricken  out  of  the  bill. 

Mr.  Platt.  Would  you  say,  Mr.  Moss,  that  that  was  a  matter  that 
might  better  be  left  to  the  different  States? 

Mr.  Moss.  What  matter? 

Mr.  Platt.  The  matter  of  the  personal-credit  associations. 

Mr.  Moss.  Well,  I  would  prefer  at  the  present  time  not  to  express 
an  opinion  on  that  point.  I  will  say  this,  that  this  whole  system  oi 
land-mortgage  banks  can  very  well  be  chartered  by  the  States. 
There  is  no  reason  why  land-mortgage  banks  should  not  be  splendidly 
chartered  under  State  legislation. 

Mr.  Hayes.  Is  there  not  some  reason  to  suppose  that  they  wil 
not  be? 

Mr.  Moss.  Yes;  and  that  is  the  only  reason  for  the  Federal  Grov- 
emment  taking  this  action.  Now,  as  a  matter  of  fact,  all  studenti 
of  our  Government  will  agree  that  there  are  very  many  things  thai 
the  States  can  do  if  they  care  to;  and  if  the  States  fullv  exercisec 
their  sovereign  powers,  there  would  be  very  much  less  tor  the  Na 
tional  Government  to  do.  And  at  the  beginning  of  this  work  I  wai 
very  much  of  the  opinion  that  the  subject  ought  to  go  back  to  th< 


Digitized  by 


Google 


BUBAL   CREDITS.  95 

idividual  States;  and  yet  to-day  that  would  simply  throw  away,  as 
tr.  Hayes  has  sug^ted,  in  a  great  many  States,  all  hope  of  carry- 
ig  out  the  proposition  and  of  securing  to  the  farmers  located  m 
ach  States  the  advantages  of  rural  credit. 

Senator  Hollis.  Now,  Mr.  Moss,  you  feel  very  strongly,  do  you 
lot,  that  it  would  not  be  wise  at  this  time  to  undertake  to  pass  a  per- 
odbI  credit  bill?  You  would  confine  it  to  the  land-mortgage  bank, 
fould  you  not?  The  section  you  have  referred  to  seems  to  look  a 
ittle  in  that  direction. 

Mr.  Moss.  If  this  legislation  were  to  be  enacted  just  as  it  is 
Irafted,  with  no  additional  legislation,  I  should  feel  that  the  situa- 
ion  had  been  very  well  met  at  this  time. 

Now,  on  the  question  of  taxation,  I  desire  to  speak  at  some  length 
ipon  that  subject.  And  first  I  feel  myself  compelled  to  criticize  the 
nil  a  little  on  that  point.  As  Dr.  Coulter  is  going  to  follow  me,  I 
»rill  not  have  venr  much  more  to  say  upon  this  oill  to-day. 

Dr.  C!ouLTER.  1  do  not  know  that  I  have  anything  in  particular  to 
say  at  all.    I  am  merely  an  onlooker  here. 

Mr.  Moss.  But  I  desire  to  discuss  the  question  of  taxation,  Federal 
agents,  and  a  few  other  propositions  contained  in  the  bill.  I  will 
leave  it  to  the  committee  as  to  just  how  much  time  I  shall  occupy. 

Mr.  Hates.  So  far  as  I  am  concerned,  I  want  to  hear  everything 
(hat  Mr.  Moss  has  to  say. 

Senator  Hoi-lis.  Yes ;  I  also  want  to  hear  everything  he  has  to  say, 
and  in  the  greatest  detail,  too. 

Mr.  BuLKi-EY.  By  all  means,  Mr.  Moss,  take  all  the  time  you  need 
to  present  this  matter. 

Mr.  Moss.  Thank  you,  gentlemen,  for  your  courtesy  and  patience. 
So  far  as  the  question  of  taxation  is  concerned — ^you  will  find  that 
on  page  20 — I  do  not  find  myself  in  complete  harmony  with  all  the 
provisions  of  section  18.  I  should  oppose  exempting  the  income  of 
the  banks  from  taxation.  I  believe  in  an  income  tax,  and  I  think 
it  would  certainly  be  a  very  dangerous  precedent,  after  having  just 
enacted  an  income-tax  law,  for  Congress  to  create  a  corporation  and 
exempt  it  from  the  income  tax.  I  was  opposed  to  that  in  the  commis- 
sion, and  reserved  the  right,  I  remember,  of  criticizing  that  feature 
of  tne  bill.  And  I  hope  when  the  committee  considers  the  proposi- 
tion tiiat  they  will  be  willing  to  strike  out  of  the  bill  the  provision 
exemptinff  the  net  income  of  the  bank.  I  can  conceive  of  no  possible 
Kaaon  why  you  should  create  a  corporation  and  give  it  valuable 
franchises  and  very  favorable  opportunities  for  doing  business  and 
then,  when  you  are  taxing  every  citizen  of  the  United  States  and 
every  other  corporation  on  their  respective  incomes  of  a  certain 
vdmne,  exempt  this  corporation  from  like  taxation.  It  would  be  a 
bad  precedent  to  begin  with.  Other  corporations  will  then  ask  to 
have  their  income  exempted ;  and  it  seems  to  me  that  the  provision 
for  exempting  the  income  of  the  bank  from  taxation  ought  to  be 
itricben  m>m  the  bill. 

But  while  I  feel  that  the  net  income  of  the  bank  ought  to  be  taxed 
noder  the  income-tax  law,  you  understand  that  I  am  just  as  strongly 
b  fiivor  of  exempting  the  bonds  and  the  mortgages  securing  them 
5rom  taxation.    1  think  it  will  be  admitted  by  every  student  of  the 
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subject  that  a  tax  upon  a  debt  simply  adds  to  the  interest  rate 
the  debtor  pays. 

There  is  a  curious  prejudice  in  this  country  and  a  feeling  that  n 
exemption  of  an  instrument  of  credit  from  taxation  is  an  ex^nptifli 
in  favor  of  the  man  who  holds  the  instrument ;  and  there  is  no  daobt 
that  this  provision  of  the  bill  will  be  criticized  by  some  ignorai^ 
and  by  others  malevolently  along  that  line — ^that  you  are  exemptuf 
the  bondholders  from  taxation.  And  yet  there  is  no  student  of  tla 
subject  whose  opinion  is  of  value  that  will  not  admit  the  fact  thrt 
taxing  a  mortgage  or  any  other  debt  adds  to  the  interest  rate.  But 
under  the  systeni  provided  in  this  bill  there  are  created  or  pro- 
vided  two  credit  instruments  to  cover  one  transation.  If  botii  wm 
credit  instruments  are  taxed  there  is  such  a  load  of  taxation  thit 
the  system  itself  falls  to  the  ground. 

Mr.  Hayes.  Is  it  not  also  true  that  in  most  of  the  States  there  is 
a  double  system  of  taxation  now?    The  mortgage  is  taxed  and  tk 
•  land  is  taxed  besides  at  its  assessed  value. 

Mr.  Moss.  Yes,  sir;  that  is  true.  Now,  dealing  with  real  estaftei 
which  is  the  basis  of  these  credit  instruments,  it  is  one  thing  that 
can  not  escape  from  taxation  under  our  present  system  of  l^ite 
taxation. 

Mr.  Hayes.  Yes. 

Mr.  Moss.  All  the  property  involved  in  these  transactions  will  be 
subject  to  certain  taxation;  and  by  leaving  these  bonds  and  mort- 
gages exempt  from  taxation  you  simply  make  it  possible  for  the 
mdividual  in  an  organized  capacity  to  borrow  money  for  individual 
purposes  on  precisdy  the  same  terms  that  the  community  now  ba- 
rows  upon.  In  Indiana  we  are  wonderfully  proud  of  our  good-roads 
system. 

I  remember  that  the  editor  of  the  Indiana  Farmer,  Mr.  Kings- 
bury, did  me  the  honor  once  of  coming  down  and  staying  ovemi^t 
with  me  on  my  farm.  We  had  at  that  time  wonderl^ully  villainous 
roads;  and  in  driving  from  the  station  to  my  house  he  commented 
on  the  bad  roads.  I  said,  "  We  could  build  better  roads  if  we  wanted 
to,  but  we  do  not  care  about  them." 

And  he  said,  "Well,  the  fox  does  not  care  for  the  grapes  that 
hang  too  high." 

But  under  the  system  of  issuing  bonds  which  are  tax  free  we  have 
built  the  most  magnificent  system  of  roads  of  any  State  in  the  Union, 
spending  at  least  $75,000,000  for  them ;  and  it  would  not  have  been 
possible  to  build  these  roads  if  bonds  had  not  been  issued  and  ex- 
empted from  taxation. 

I  was  in  the  State  senate  at  the  time  that  exemption  was  made, 
and  I  voted  for  it.  At  the  same  time  I  tried  to  get  the  mortgages 
exempted;  and  yet,  such  was  the  prejudice  at  the  time  against  such 
a  measure  that  it  was  impossible  to  get  them  exempted,  although  we 
finally  did  get  a  partial  exemption.  I  think  Senator  HoUis  also 
stated  that  in  New  Hampshire  mortgages  are  exempt  at  5  per  cent 
interest  or  less? 

Senator  Hollis.  Yes;  if  the  mortgages  are  on  New  Hampshire 
land  and  bear  5  per  cent  interest  per  annum  or  less,  they  are  exempt 
from  taxation;  and  that  system  has  worked  admirably. 
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«-    ^  Mr.  M088.  Yes.    In  Mississippi  a  mortgage  is  exempt  from  taxa- 
tion if  it  bears  6  per  cent  interest  or  less. 

Now,  in  this  particular  matter,  bearing  in  mind  that  the  mortgage 
IS  one  credit  instrument  and  the  land  bond  is  another  credit  instru- 
ment covering  the  same  transaction,  unless  you  exempt  both  from 
taxation  you  will  have  double  the  burden  of  taxation  on  the  debt. 

Mr.  Hayes.  And  the  farmer  will  have  to  pay  it  ? 
•  Mr.  Moss.  Yes ;  the  borrower  will  have  to  pay  it. 

Mr.  Platt.  It  would  be  a  triple  taxation,  I  should  think,  at  least 
in  some  States. 

Mr.  Moss.  That  is  entirely  true.  So  that  the  system  rises  and  falls 
I  with  this  one  paragraph  of  the  bill.  But  there  is  no  necessity  what- 
^  ever  to  extend  that  exemption  from  taxation  to  the  income  tne  bank 
may  have.  So  the  point  I  want  to  make  clear  is,  that  I  am  criticizing 
the  exemption  of  the  income  of  the  bank  and  at  the  same  time  mak- 
ing as  strong  an  argument  as  I  possbily  can  in  favor  of  the  exemption 
of  the  land  mortgage  and  the  land  bond.  And  unless  the  committee 
sees  fit  to  extend  that  exemption  so  far,  you  had  just  as  well  throw 
the  bill  in  the  wastebasket. 

Mr.  Platt.  I  do  not  think  there  will  be  any  doubt  as  to  our  attitude 
on  that  question. 

Mr.  Hayes.  How  about  the  capital  stock?  Does  not  the  same  rea- 
soning apply  to  that? 

Mr.  Moss.  Well,  as  to  that  matter,  there  was  no  one  feature  of  the 
bill  to  which  so  much  thought  was  given  as  to  the  question  of  the 
exemption  from  taxation.  We  first  worked  this  out  upon  the  princi- 
ple that  whenever  the  State  exempted  from  taxation  the  mortgage, 
then  the  National  Government  should  exempt  from  taxation  the  bond. 
And  our  thought  ran  aroimd  this  cooperative  action  on  the  part  of 
the  State  and  the  Nation,  until  finally  the  legal  minds  on  the  commit- 
tee decided  that  this  was  a  better  system;  and  this  language  was 
copied  from  the  Federal  reserve  act — but  I  now  recall  that  it  is  not 
the  ordinary  Federal  reserve  bank  that  is  exempted;  it  is  the  regional 
reserve  bank  that  is  exempted  from  taxation  upon  capital  stock  and 
surplus. 

Senator  Hou^.  Mr.  Moss,  I  wish  you  would  please  tell  me  this: 
What  is  the  rule  in  regard  to  taxation  on  the  capital  of  the  national 
banks  themselves?    Perhaps  you  know,  Mr.  Hayes? 

Mr.  Hayes.  They  are  taxed.  That  is  what  I  say,  that  the  same 
principle  should  be  applied  to  taxation  of  the  capital  and  surplus  as 
to  taxation  of  income. 

Senator  Hoiiiis.  In  our  State  they  are  not  taxed  on  capital  and 
surplus. 

Mr.  Platt.  Is  it  clearly  settled  that  the  United  States  Govern- 
ment can  exempt  the  stock  of  a  corporation  from  local  taxation  in  a 
State? 

Mr.  Hayes.  I  would  like  to  get  a  little  more  definitely,  if  I  can, 
Mr.  Moss,  your  view  as  to  the  exemption  of  capital  and  surplus  from 
taxation^  if  there  is  any  reason  for  that. 

Mr.  M.OS8.  I  say  the  language  in  this  bill  follows  that  in  the  bank- 
ing and  currency  bill  regarding  the  regional  banks.  Now,  my  own 
thought  about  it  is  this:  It  is  going  to  be  a  rather  dif&cult  matter  to 
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organize  these  banks  throughout  the  United  States  within  any  short 
time.  It  would  be  a  favor  to  that  extent — and  that  is  the  only  extent 
it  would  be  favored — if  it  were  exempted  from  taxation  on  capital 
and  surplus. 

Now,  considering  that  we  are  undertaking  a  great  work  to  aid  agri- 
culture, and  that  it  is  a  national  industry  and  one  upon  which  all 
other  industry  is  based,  it  seems  to  me  tnat  we  might  overlook  the 
favoritism  and  extend  that  favor  to  these  banks ;  if  you  do  not  do  it 
upon  that  ^ound,  there  is  absolutely  no  other  ground  upon  which 
you  can  do  it. 

And  to  this  extent,  and  to  this  extent  only,  would  it  be  a  favor 
extended  by  the  Government  to  these  banks,  and  to  this  extent  it 
would  be  an  indirect  subsidy  to  the  system. 

Senator  Hollis.  But  why,  on  principle,  is  it  not  just  as  proper  to 
do  that  as  it  is  to  exempt  the  regional  banks — on  principle,  not  expe- 
diency ?     I  think  it  is. 

Mr.  Moss.  Yes.  That  provision  in  the  bill  was  taken  from  the 
regional-bank  provision,  and  the  exact  language  contained  in  that 
act  was  written  here  to  extend  the  same  favor  to  those  banks  which 
is  shown  to  the  regional  banks,  without  creating  any  precedent. 

Senator  Hollis.  You  see  we  did  not  need  to  encourage  the  incor- 
poration of  national  banks,  because  we  already  have  7,500  of  them; 
but  here  we  are  undertaking  to  go  into  a  new  field  and  encourage  the 
establishment  of  banks  that  are  sorely  needed,  and  therefore  I  think 
we  should  have  this  exemption.  Now,  I  am  not  sure  that  we  have 
the  power  to  do  that ;  but  I  will  find  out  about  that. 

Mr.  Moss.  Yes;  the  commission  thought  it  was  commendable  to 
offer  every  possible  advantage  that  could  be  offered  to  these  land- 
mortgage  banks  with  perfect  safety,  in  order  to  encourage  them  to 
organize;  and,  recognizing  the  fact  that  it  was  not  creating  a  new 
precedent,  as  the  regional  reserve  banl^  had  the  same  exemption, 
we  copied  the  language  of  the  banking  act  exempting  the  regional- 
reserve  banks,  and  gave  these  banks  the  same  exemption  in  the  way  of 
taxation  which  the  regional  banks  are  given  by  that  act. 

Mr.  Platt.  I  think  it  is  everywhere  recognized  that  national-bank 
stock  should  not  be  taxed  at  a  local  personal  property  rate.  I  do  not 
Imow  that  that  is  true  in  all  the  States ;  but  most  of  the  States  have  a 
tax  on  national-bank  stock  that  is  much  lower  than  the  local  State 
tax  on  personal  property. 

Mr.  Seldomridge.  Mr.  Chairman,  I  move  that  the  committee  take 
a  recess  until  to-morrow  morning. 

Mr.  BuLKLEY.  Well,  I  want  to  do  exactly  what  the  committee  de- 
sires ;  but  we  have  a  pretty  good  attendance  here  to-day>,  and  I  think 
it  would  be  a  good  idea  for  us  to  continue  until  about  20  minutes  of 
1,  if  that  is  agreeable  to  the  committee. 

Mr.  Seldomridge.  Well,  we  want  to  allow  Mr.  Moss  to  finish,  and 
we  then  want  an  opportunity  to  ask  him  questions. 

Mr.  Moss.  If  the  committee  desires  to  adjourn  at  this  time,  that 
will  be  very  agreeable  to  me.    Dr.  Coulter  is  to  follow  me  to-morrow. 

Mr.  Platt.  Personally,  I  think  all  of  this  personal  credit  ought  to 
be  exempted  from  taxation. 

Mr.  Bulkley.  Those  letters  to  which  you  have  referred,  Mr.  Moss, 
will  be  printed  with  the  record  of  the  hearing. 
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Mr.  Moss.  Yes,  sir.    I  will  put  them  in,  without  any  exception; 
liose  that  are  favorable  and  those  that  are  not  favorable  to  the  bill. 
(The  papers  referred  to  are  as  follows:) 

[BkUtorUl  from  the  American  Agriculturist,  Feb.  7.  1014,  vol.  08,  No.  6,  p.  176.1 

Farm-Land  Mortgage  Banks — Fletcher-Moss  Bill. 

let  congress  act  promptly. 

The  administration's  bill  for  a  national  system  of  farm-land  mortgage  banks 
lias  been  Introduced.  Only  harm  can  arise  from  delay.  Farmers  are  ready  and 
eager  to  avail  themselves  of  the  new  system.  The  commission  has  done  well  in 
framing  this  measure.  If  its  plan  for  local  savings  and  short-time  loans  is  as 
good,  that  body  will  be  entitled  to  the  fullest  praise. 


lEdltorUl  from  the  National  Stockman  and  Farmer,  Feb.  7,  1914,  v.  37,  No.  45,  p.  1168.] 
Farmers'  Banks  :  An  Opportunity  for  Farmers  to  Finance  Themselves. 

THE  rural  credit  PLAN. 

The  administration's  plans  for  a  rural  credit  system  appeared  last  week. 
Two  kinds  of  feirmers'  banks  are  provided — cooperative  and  profit-making. 
[Abstract  of  bill  given.]  Just  how  a  bank  can  accumulate  a  surplus  and  yet 
reward  its  stockholders  under  one  clause  of  the  bill  the  editor  can  not  see.  The 
whole  plan  is  simply  an  opportunity  for  farmers  to  organize  banks  and  provide 
credit  for  themselves,  which  is  all  It  should  be. 


[Editorial  from  the  Farmers'  Review,  Feb.  7,  1914,  v.  46,  No.  6,  p.  116.] 
Land  Banks  :  Legislation. 

CRIia)IT   BILLS. 

Bills  for  the  extension  of  rural  credits  have  been  introduced  Into  Congress 
by  members  of  the  commission  sent  abroad  to  study  foreign  systems.  These 
bills  provide  for  long-term  loans.  Short-time  loans  will  be  covered  by  separate 
aeaBures,  to  be  considered  later.  [Abstract  of  bill  Is  given.]  Whether  such 
legislation  will  provide  the  beat  solution  of  the  long-time  loan  problem  remains 
to  be  seen.  There  are  many  varying  opinions  as  to  its  practical  value.  Land 
banks  must  be  worked  out  cooperatively  by  individuals  and  communities  to  meet 
businefis  needs,  which  vary  in  different  places.  Methods  which  have  been  suc- 
cenfu]  in  other  countries  may  fail  here.  Legislation  alone  can  not  provide 
long-time  credits. 


[Bditorial  from  the  National  Stockman  and  Farmer,  Feb.  7,  1014,  v.  87,  No.  45,  p.  1163.] 
Monet  Can  Not  Be  Made  Cheap  by  1L.aw. 

cheap  money. 

Money  can  not  be  made  cheap  by  law  or  any  other  artificial  means.  It  will 
flow  naturally  Into  the  channel  most  advantageous  to  Its  owner.  It  can  not, 
therefore,  be  cheap  where  the  demand  exceeds  the  supply.  Foreign  credit  sys- 
teiDB  have  the  advantage  that  money  Is  normally  cheap,  the  result  of  centuries 
of  accumnlatlona  The  systems  of  rural  credit  proposed  may  make  money 
cbaiper  by  improving  the  security  on  which  it  is  loaned,  bu^  they  can  not  per- 
fyrm  the  miracle  of  making  it  absolutely  cheap. 
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I  Editorial  from  the  Pennsylyania  Farmer,  Jan.  17,  1014,  v.  8ft,  No.  3,  p.  50.] 
CuBBENCY  Law  :  Unjust  to  Fabmebs. 

FABMEBS  AND  THE  CUBBENCY  LAW. 

The  farms  and  the  men  operating  them  form  practically  the  only  class  that  is 
barred  from  doing  credit  business  with  the  national  banks.  This  conditioo 
existed  under  the  old  banking  law,  and  it  was  not  remedied  in  the  bill  recently 
passed.  The  lawmakers  recognized  the  Injustice  of  the  provisions  of  the  c^^ 
rency  bill,  but  were  not  willing  to  rectify  it.  Instead,  they  are  now  preparing 
to  pass  a  rural  credit  bill  or  establish  special  banks  for  farmers. 


[Editorial  from  Farm  and  Home,  Feb.  1,  1914,  y.  35,  No.  736,  p.  98.] 

Land-Mobtgage  Banks:  Advantage  to  Fabmebs.  I 

LAND-MOBTGAGE  BANKING   BEFOBM.  | 

If  farmers  can  win  the  present  fight  in  Congress  for  a  national  system  of  land 
mortgage  and  cooperative  banks,  the  American  poeple  will  enjoy  the  best  flnnih 
dal  system  in  the  world.  It  will  be  a  great  improvement  upon  the  ESuropeiui 
system. 

[Editorial  from  the  Country  Gentleman,  Feb.  7,  1914,  v.  79,  p.  244-1 
RuBAL  Cbedit:  Fabm  Lands  and  the  Money  Mabket. 

BUBAL  CBEDIT  BOILED  DOWN. 

Net  results  of  the  agitation  of  the  past  two  years  on  rural  credit  and  the 
trip  of  the  commission  to  Europe  are  awakened  public  interest;  a  900-page  re- 
port on  European  systems;  and  a  bill  in  Ck)ngress  to  establish  ]and-mortgaf» 
banks.  Our  rural-credit  problem  is  money  for  development  and  improvement 
The  commission  has  done  good  work  in  starting  public  opinion  and  the  wheeli 
of  Congress  toward  the  end  of  putting  agriculture  on  the  same  basis  as  the 
railroads,  manufacturers,  etc.  The  owners  of  land  asks  no  special  privllegea* 
but  he  has  a  right  to  expect  that  farm  land  will  be  made  equal  to  city  reil 
estate  in  the  money  market. 


[Charles  A.  Conant  In  the  Country  Gentleman,  Feb.  7,  1914,  v.  79,  p.  235.1 
Fedebal  Banking  Law  :  Benefit  to  Agbicultube. 

UNCLE  SAM   finances  THE  FABMEB. 

In  addition  to  the  general  advantages  which  the  agricultural  producers  wiB 
share  with  others,  the  new  Federal  banking  law  embodies  several  provlsioiii 
inserted  for  the  special  benefit  of  the  farmer.  Among  these  are  the  following: 
The  farmer  may  get  money  to  buy  supplies  Instead  of  taking  pay  in  store 
credits;  notes  drawn  for  agricultural  purposes,  or  based  on  live  stock,  maj 
run  for  6  months  instead  of  90  days  when  pres^ted  to  a  Federal  reserre  baal 
for  discount;  the  farmer  can  get  his  money  at  once  on  a  draft  for  goods  fi%' 
ported  Instead  of  having  to  wait  for  a  return  from  abroad;  the  farmer  ma  J 
borrow  money  on  his  lands  from  national  banks. 


[BMltorUl  from  the  Field  and  Farm,  Feb.  7,  1914,  v.  29,  No.  1492,  p.  4.] 

Financing  the  Fabmeb:  Necessitt  fob  Lono-Timk  Loans. 

hclpino  0x7t  the  fabmeb. 

T1i6  present  Oongrem  must  give  the  farmer  better  banking  facilities  or  tiier^ 
will  be  great  diasatlsfiictlon.  The  manufacturer  can  hasten  prodnctlGn,  tlii 
wtonkeepest  can  restock  hit  store  several  times  a  year,  bnt  the  ftirmer's  dat0^ 
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nre  fixed  by  nature  Loans  long  enough  to  cover  the  period  of  production  are 
Wk  necessity  for  the  farmer.  "  People's  banks "  serve  this  purpose  abroad,  and 
Congress  can  do  the  country  a  good  turn  now  by  enacting  legislation  to  meet 
Uiis  need. 


[Extract  from  the  New  England  Homestead,  Feb.  7,  1914,  vol.  68,  No.  6,  p.  162.] 
Fabm-Land  Banks  :  Everyone  Should  Try  to  Aid  in  Passage  of  Bill. 

NATIONAL  farm-mortgage  PLAN. 

Acting  for  the  rural  credits  commission  sent  abroad  last  summer,  Mr. 
Fletcher,  of  Florida,  introduced  Into  the  Senate,  and  Mr.  Moss,  of  Indiana,  In- 
troduced into  the  House,  the  administration's  bill  for  farm-land  banlss.  This 
bill  pro>ides  for  long-time  loans  only;  later  on  another  will  be  introduced  to 
provide  for  cooperative  savings  and  loan  banks  and  ^ort-term  personal  credits. 
Everyone  who  is  interested  should  write  for  a  copy  of  the  bill,  and,  after  study- 
ing it  carefully,  write  his  suggestions  to  his  Congressman  or  Senator.  [Abstract 
of  bill  is  given.] 

[Extract  from  the  Orange  Judd  Farmer,  Feb.  7,  1914,  vol.  66,  No.  6,  p.  186.] 
Money  Market  :  Interest  Rates  Lower. 

THE  money   market. 

Interest  rates  on  money  are  lower  at  this  time,  and  it  is  the  general  con- 
sensus of  opinion  that  money  will  work  easier  for  some  weeks  or  perhaps 
months.  This  state  of  affairs  should  facili^tate  the  carrying  out  of  the  pro- 
posed farm  finance  plan  which  Congress  has  before  it. 


[Bxtraet  from  the  Nebraska  Farmer,  Feb.  4,  1014,  vol.  56,  No.  6,  p.  136.] 

IjAND-Mortoage  Banks  :  To  Help  Tenants  to  Buy  Land. 

land-mortgage  banks. 

Bills  have  been  introduced  into  both  Houses  of  Congress  to  provide  for  tlM 
organization  of  land-mortgage  banks.  These  bills  are  supposed  to  represent 
the  views  of  the  administration  on  this  question.  [Abstract  of  bill.]  It  is 
questioned  whether  any  land-mortgage  system  would  help  tenants  to  boy  land, 
becaase  making  it  easier  to  buy  would  increase  the  demand  and  raise  the  price, 
thus  offsetting  the  advantage  of  cheap  money. 


[Editorial  from  Campbeirs  Scientific  Farmer,  Jan.,  1014,  vol.  7,  No.  1,  p.  12.] 

^■.  Farm  Credit:  Need  fob  Legislation. 

A 

'J 


NOW  FOR  A  FABM-CBEDIT  LAW. 


The  farmer,  with  the  best  and  most  permanent  assets  in  the  world,  has  hereto- 
^    fore  been  kept  outside  the  railings  of  the  national  banks.    If  he  wanted  to 
if   borrow  money,  he  had  to  pay  10  per  cent  and  u  commission  besides.    We  hope 
«j    this  regime  is  about  to  end.    If  President  Wilson  can  release  farm  credit 
from  its  00  years  of  bondage  he  will  have  accomplished  a  great  good. 


[IdltorUl  from  Farm,  Stock,  and  Home,  Jan.  16,  1014,  vol.  80,  No.  2,  p.  88.] 
RuBAL  Cbedit — History  of  Movement. 

BL'BAL  cbedit   MATTEBS. 

Tbe  work  of  the  American  Credit  Commission  to  Europe  divulges  nothing 
Mr.  A  certain  amount  of  publicity  was  accomplished,  however.  The  history 
^  the  mral-credits  movement  begun  by  the  ai>pointment  of  a  committee  of 
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the  Trl-State  Grain  Growers  in  1912.  The  report  of  this  commission  wu 
published  in  Farm,  Stock",  and  Home  in  a  series  of  articles  called  "  The  nil 
to  cheaper  money."  The  next  move  occurred  at  the  Chicago  conventioa  m 
marketing  and  credits  in  1913  when,  through  Prof.  Spillman,  of  the  Unltri 
States  Department  of  Agriculture,  a  Federal  investigation  in  the  mral  crediti 
was  secured.  Congress  has  the  material  in  band  to  work  out  a  system  suited 
to  the  needs  of  the  American  farmer. 


[Extract  from  Farm  and  Home,  Feb.  15,  1014.1 
ONE   STEP   NEARER   TO   VICTORY. 

The  national  farm-land  bank  bill',  submitted  to  House  and  Senate  at  Washingtoi  | 
January  29,  is  fine.    Changes  that  will  be  made  will  further  perfect  it  can  be 
made  before  it  is  enacted.     The  United  States  commission  has  done  a  good  I 
Job.    Congratulations.     Now  Irt  Congress  enact  it  into  law  before  May. 


[Extract  from  the  National  Farmer  and  Stock  Grower,  February,  1014,  vol.  81,  No.  2,  p.  IS.] 
National  Farmer  and  Stock  Grower  Started  Rural  Credit  Aoitation. 

FARM    loans    and    CREDITS. 

The  agitation  originally  started  by  the  National  Farmer  and  Stock  Grower 
on  the  subject  of  the  "  High  rates  of  interest  on  farm  loans"  is  about  to  bear 
fruit.  The  administration  rural-credit  bills  were  introduced  in  the  Senate  and 
Ilouse  on  January  20.     [Abstract  of  bill  given.  1 


[Editorial  from  the  Pacific  Rural  Press.  Feb.  7.  1914,  vol.  87,  No.  6,  p.  168.) 

Farm-Land  Banks  W:ll  Make  Money  Cheaper. 

that  cheaper  money  is  coming. 

President  Wilson  has  commended  to  Congress  the  establishment  of  a  bureau 
of  farm-land  banks.  These  banks  may  do  only  agricultural  business.  These 
banks  will  insure  cheaper  money. 

Mr.  SELD0MRIIK5E.  Did  you  say  there  had  been  an  effort  made  to 
institute  a  campaign  against  this  bill  ?  I  have  had  two  letters  from 
people  in  my  district  protesting  against  the  passage  of  the  Moss  bill 
as  being  a  banker's  bill. 

Mr.  Moss.  I  know  there  has  been  such  an  effort.  I  have  the  infor- 
mation, and  if  the  committee  cares  to  have  to  do  so  I  can  put  the 
letters  showing  that  in  the  record  to-morrow. 

Mr.  Hayes.  I  notice  the  Practical  Farii  er,  which  seems  to  be  a 
high-class  publication,  has  an  article  commending  the  Moss  bilL 

Mr.  Moss.  I  have  seen  that  editorial.  It  is  quite  favorable,  I 
would  like  to  withhold  the  editorials  until  I  can  go  over  them  again. 

Mr.  Seldomridge.  It  occurs  to  me  that  if  Members  of  Congress  are 
going  to  become  the  recipients  to  any  great  extent  of  those  antago- 
nistic letters  we  ought  to  have  those  letters  which  favor  the  bill  m- 
serted  in  the  Congressional  Record. 

Mr.  Hayes.  They  could  be  printed  in  the  record  of  these  hearings. 

Mr.  Platt.  And  we  can  send  them  a  copy  of  the  record. 

Mr.  SELDOMRmoB.  But  it  will  be  some  time  before  this  record  is 
available,  and  they  will  not  all  see  that. 
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The  Chairman.  If  we  are  going  to  insert  all  the  letters  commend- 
ing or  protesting  against  the  measure,  we  will  have  the  printing  bill 
out  of  all  proportion.  I  am  getting  letters  every  dav  on  the  subject 
from  people  from  every  State  in  the  Union.  But  these  letters  that 
Mr.  Moss  has  presentea  here  to-day  are  newspaper  comments  upon 
the  bill,  and  they  have  some  responsibility  behind  them,  and  I  think 
they  ought  to  be  printed  with  our  record ;  but  while  I  think  we  may 
from  time  to  time  have  further  documents  and  papers  presented  that 
will  be  worth  printing,  I  would  not  want  to  consider  printing  indi- 
vidual letters  in  the  record  of  the  hearing. 

Mr.  Seldomridge.  Wellj  I  do  not  want  the  Members  of  the  House 
prejudiced  against  this  bill. 

Mr.  BuLKLEY.  I  think  Mr.  Seldomridge  is  right  in  the  purpose  he 
has  in  mind,  but  it  would  not  be  practicable  to  encumber  the  record 
with  too  many  letters  from  individuals. 

Mr.  Hayes.  His  thought  is  that  if  we  could  get  the  letters  where 
they  could  be  read  by  the  Members  of  Congress  and  the  people  it 
would  stop  that  campaign. 

Mr.  BuLKLEY.  I  hope  that  .Mr.  Moss  will  explain  fully  to  the  com- 
mittee all  that  he  knows  about  any  campaign  against  this  bill,  because 
that  is  part  of  the  subject  matter  before  us. 

Now,  gentlemen,  it  is  near  the  time  for  the  funeral  services  in 
honor  of  Senator  Bacon  to  begin,  and  without  objection  the  meeting 
will  stand  adjourned  until  10.30  o'clock  to-n.orrow  morning  in  this 
room. 

(Thereupon,  at  12.35  p.  m.,  the  committee  adjourned  until  to- 
morrow, Wednesday,  February  18,  1914,  at  10.30  o  clock  a.  m.) 

(The  following  additional  statement  of  Mr.  Moss  was  made  at  the 
session  of  the  committee  on  February  18,  1914,  but  is  placed  at  this 
point  to  preserve  the  continuity  of  his  argument.) 

STATEMENT  OF  HON.  RALPH.  W.  MOSS— Continued. 

Mr.  Moss.  Mr.  Chairman,  with  the  permission  of  the  committee, 
there  are  two  things  that  we  passed  over  yesterday  which,  after  re- 
flection, I  should  like  to  discuss  a  little  more  fully. 

The  first  is,  briefly,  the  length  of  time  of  the  loan.  It  has  been 
placed  in  this  bill  at  36  years.  The  statistics  before  your  committee, 
lurnished  by  Mr.  Thompson,  indicate  that  74  per  cent  of  the  farm 
mortgages  are  renewed.  It  is  a  matter  of  common  knowledge  that 
a  great  many  mortgages  are  not  paid  at  the  time  they  are  due,  and 
yet  are  not  renewed;  but  where  statutes  of  limitations  protect  the 
holder  of  the  mortgage  and  make  it  still  a  valid  claim  against  the 
land  after  maturity,  they  are  permitted  to  run  on  from  year  to  year 
until  final  payment  is  made. 

The  significance  of  that  is  that^  under  present  conditions,  five  years 
is  a  shorter  time  than  that  in  which  the  average  man  repays  his  loan. 

Now,  while  I  am  perfectly  willing  to  admit  that  35  years  seems 
to  be  a  long  time — and  in  my  correspondence  on  the  bill  that  feature 
of  it  has  been  criticized — I  want  to  call  the  attention  of  the  com- 
mittee to  the  fact  that  amortization  works  best  under  a  compara- 
tively long  period  of  years.    Amortization  is  not  well  suited  to  a 
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short-term  loan,  because  the  rate  of  repayment  would  be  relatively 
too  high. 

The  provision  in  this  bill  giving  the  borrower  the  right  to  repay 
all  or  any  part  of  his  indebtedness  at  any  time  after  five  years  civeB 
the  borrower  every  protection;  and  if  we  are  to  adopt  compu&orT 
amortization,  we  should  do  so  under  conditions  most  favorable,  whi<» 
is  to  permit  the  loans  to  be  made  for  a  relatively  long  period  of  time. 
Otherwise,  the  rate  of  annual  payments  will  be  so  high  as  to  prevent 
the  plan  from  going  into  general  operation.  So  that  I  feel  tnat  the 
term  of  years  is  an  miportant  matter  on  that  account. 

Mr.  Hayes.  Well,  without  studying  these  statistics  very  extensively. 
it  has  occurred  to  me  that  20  or  25  years  would  be  as  long  a  period 
as  they  would  ever  be  called  upon  to  make  loans  for  in  this  country. 
Have  you  any  statistics  showing  whether  any  farm-land  loans  have 
ever  been  extended  beyond,  say,  20  years  ? 

Mr.  Moss.  Well,  that  is  not  the  primary  question.  The  primary 
question  is  this :  The  annual  rate  of  repayment  that  a  borrower  can 
make  in  justice  to  his  earning  power.  Under  amortization,  if  ths 
loan  runs  for  20  years,  the  periodic  payment  must  be  fixed  at  such 
a  rate  as  to  entirely  extinguish  the  loan  within  20  years. 

Mr.  Hayes.  Certainly. 

Mr.  Moss.  And  the  periodic  payments  must  be  correspondingly 
high.  The  result  is  that  there  would  be  many  persons  in  some  sec- 
tions of  the  United  States  who  would  not  be  able  to  make  with  saf^ 
as  heavy  a  periodic  payment  as  would  be  required  with  a  short 
amortization. 

Mr.  Hayes.  Of  course. 

Mr.  Moss.  Therefore,  it  is  not  a  question  whether  the  borrower 
would  be  able  to  pay  in  20  years  or  not ;  but  the  question  is  whether 
the  people  will  go  into  the  plan  imder  an  amortization  system  which 
involved  heavy  forced  payments. 

Now,  in  France,  Germany,  and  other  European  countries,  they 
have  a  provision  whereby  they  can  make  loans  with  amortization  that 
for  the  first  term  of  years — say,  five  years — ^there  shall  be  no  amortiza- 
tion  payments  made,  but  that  amortization  payments  shall  b^in  after 
the  expiration  of  the  preliminary  term. 

If  tne  committee  sees  fit  to  adopt  that  rule  and  put  it  into  the 
bill,  then  it  may  be  possible  to  reduce  the  term  of  years  from  S5, 
as  fixed  in  the  bill.  But  the  point  is  that  amortization  payments 
naturally  lend  themselves  to  loans  for  a  long  period  of  years,  because 
the  amortization  payment  adds  to  the  amount  of  each  interest  pay- 
ment made,  and  a  great  many  persons  will  accept  these  loans  at  a 
longer  period  who  would  not  accept  them  if  they  were  forced  to 
make  a  nigh  rate  of  payment  by  reason  of  the  short  term.  And  the 
criticism  tnat  has  reached  me  from  farmers  upon  this  subject  is  that 
the  amortization  would  cause  such  a  high  rate  that  the  farmers  would 
not  enter  the  system. 

^  Mr.  Hayes.  I  want  to  ask  you,  Mr.  Moss,  if  you  think  it  is  de- 
sirable— ^you  have  given  this  matter  more  study  than  I  have — to 
encourage  a  man  who  could  not  pay  off  his  mortgage  in,  say,  20 
years,  or  who  thought  he  could  not  pay  it  off  in  20  years,  to  borrow 
money?  For  instance,  take  the  case  of  a  man  that  thought  he  most 
have  35  years  in  which  to  pay  up;  do  you  think  that  would  be  a 
healthy  uiing  to  encourage  m  this  country? 
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Moss.  Well,  Mr.  Hayes,  under  American  conditions  we  have 
.  in  the  habit  of  paying  our  loans  upon  land  mortgages  in  a  much 
^xler  time  than  that;  but  the  price  of  land  has  been  much  lower 
LH  it  is  now.  Land  values  have  doubled  in  the  United  States  in  10 
^ars.^  They  will  probably  go  higher  in  the  future.  And  as  the 
^•ncL  increases  in  value,  naturally  the  period  of  repayment  out  of 
t^e  proceeds  of  the  land  will  be  longer.  And  having  that  view  of 
t^e  matter  in  mind,  I  can  see  no  reason  why  a  farm-land  bank  should 
t.«>^  be  permitted  to  undertake  a  mortgage  for  a  3o-year  period 
^lien  the  borrower  can  pay  it  off  as  much  earlier  than"  that  as  his 
K^terest  would  make  desiraole  to  him. 

There  is  one  feature  that  I  would  be  perfectl}'  willing  to  see  in- 

s^nrporated  in  this  bill  which  is  not  now  in  it,  and  that  is  that  where 

^  loan  has  been  made  for  a  long  period  of  time,  with  fixed  periodic 

payments,  the  bank  should  not  be  permitted  to  rcloan  to  the  man  hi? 

^^Smvings,  which  are  represented  by  his  amortization  payments. 

■_^     In  Europe  it  is  a  constant  practice  for  a  man  to  return  to  the  same 

i^istitution  to  renew  his  loan  to  the  original  amount,  and  thus  it  is  a 

^Mmstant  temptation  to  a  person  in  debt  to  draw  his  savings  back 

^rom  the  bank  and  put  them  in  his  business  instead  of  paying  his 

KjOfins.    That  is  on  the  same  principle  as  where  a  life  insurance  com- 

=^^^iny  will  lend  a  person  money  on  the  security  of  the  paid-up  value 

'  '^if  his  life  insurance  policy.     This  makes  the  system  popular,  but 

^^•trips  it  of  its  sa^angs  feature.    When  a  loan  is  made  to  the  farmer, 

^  MSii  then  the  institution  encourages  him  to  make  supplemental  loans 

«nd  keeps  him  perpetually  in  debt,  the  practice^  might  become  a 

^eal  fundamental  objection  to  this  system.    We  did  not  attempt  to 

'^  3Qeet  it  in  the  bill;  but  I  want  to  point  out  that  it  is  the  one  oojec- 

*  tionable  feature;  and  if  the  committee  can  see  any  way  to  check  that 
^    practice,  it  would  strengthen  this  bill. 

Mr.  Hayes.  The  thought  I  wanted  to  suggest  is  whether  it  would 
•^     be  a  healthy  thing  to  encourage  men  to  run  m  debt  and  use  the  money 

-  they  borrowed  as  their  worEng  capital  for  such  a  long  period  of 

-  time  as  35  years  as  a  practical  proposition.    Is  that  a  healtny  thing, 

•  to  pay  interest  for  35  years  on  the  mortgage? 

Mr.  Moss.  I  am  confident,  Mr.  Hayes,  that  there  is  no  valid  ob- 
jection to  that,  where  land  is  selling  for  $250,  as  it  is  in  the  com 
States,  and  in  the  trucking  sections  very  much  higher  than  that, 
and  where  purchasers  must  assume  these  very  hesLvy  capitalization 
risks,  together  with  the  necessary  improvement  that  will  be  made — 
it  seems  to  me  that  if  a  person  could  pay  for  a  farm  even  in  35  years 
he  ought  to  be  encouraged  to  undertake  the  purchase. 

But  that  is  not  the  point  in  this  question  of  permitting  this  pro- 
Tision  to  remain  in  the  bill.  The  condition  I  want  to  urge  upon  the 
committee  is  this,  that  if  you  limit  the  period  to  20  or  25  years  you 
compel  the  farmer  who  borrows  the  money  to  make  very  heavy 
periodical  payments,  and  you  will  deter  a  great  many  people  from 
fMWiiTTiifig  that  debt,  oecause  their  first  payments  would  be  too  heavy. 
The  amortization  feature  lends  itself  very  readily  to  loans  for  a 
long  period  of  time.  I  do  not  believe,  however,  that  you  should 
name  a  period  longer  than  35  years. 

Mr.  BuLKLBY.  The  provision  in  the  bill  means  that  35  vears  is  the 
outside  limit  for  which  loans  may  be  made,  does  it  not,  Mr.  Moss? 

Mr.  Mom.  Yee,  sir. 
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Mr.  BuLKiiEY.  And  they  may  be  made,  of  course,  for  a  lesBe^ 
period.    Is  that  at  the  option  of  the  borrower? 

Mr.  Weaver.  The  bill  provides,  at  anv  time  after  five  years  Ai 
loan  may  be  paid  off  at  the  option  of  the  borrower. 

Mr.  Plait.  Is  not  the  long  period  of  amortization  going  to  in- 
crease the  price  of  the  land  to  the  purchaser?  For  instance,  if  I 
am  selling  a  piece  of  land,  will  I  not  be  apt  to  say  to  the  man  wbo 
desires  to  purchase,  "  You  do  not  need  to  pay  this  off  for  35  yetra; 
consequently  you  can  afford  to  pay  me  $12,000  instead  of  $10,000  for 
the  land."    Would  it  not  have  tnat  effect? 

Mr.  Moss.  I  do  not  see  how  it  would  have  that  effect,  because  the 
man  who  buys  the  land  receives  his  credit  from  the  bank,  and  tha 

f)urchase  money  is  paid  to  the  seller  in  cash.  The  purchase  of  the 
and  is  made  upon  a  cash  basis,  the  credit  being  ^ven  by  the  bank, 
which  has  no  interest  whatever  in  the  land  before  it  is  sold. 

Mr.  Hayes.  I  do  not  recall  whether  your  bill  provides  that  at  thi 
end  of  five  years  the  mortgagor  may  pay  off  a  part  of  the  debt? 

Mr.  Moss.  Yes,  sir;  any  part. 

Mr.  Hayes.  Well,  that  would  remove  one  objection  to  the  long 
time  of  the  mortgage. 

Mr.  Brown.  It  is  all  optional  after  five  years? 

Mr.  Moss.  Yes.  The  35  years  named  in  the  bill  is  the  maximum 
time ;  and  it  could  be  paid  in  a  much  shorter  time  than  that. 

Mr.  Hayes.  Well,  if  that  provision  was  made,  that  the  borrowei 
could  pay  any  part  of  the  debt  after  five  years,  that  would  remoTi 
much  of  the  objection  I  spoke  of. 

Mr.  C!ouLTEK.  The  European  period  is  longer  than  36  years;  it  if 
60  or  60  years. 

Mr.  Moss.  Yes;  it  is  50  or  60  years,  and  sometimes  as  high  as  75 
years.  But,  then,  the  difference  between  European  conditions  and 
our  conditions  is  the  high  price  of  land.  Referring  back  to  Mr 
Brown's  question,  the  time  of  repayment  must  be  fixed  in  the  con- 
tract and  can  not  be  changed,  because  the  periodic  payments  remaii 
always  the  same. 

Mr.  Brown.  The  same ;  yes,  I  see. 

Senator  Shafroth.  You  say,  Mr.  Moss,  that  Europe  has  lands  tha' 
are  very  high  in  price.  Do  you  know  about  what  the  agricultura 
farm  sells  for  per  acre  in  Europe  ? 

Mr.  Moss.  Yes,  sir;  agricultural  lands  in  Europe  have  a  value  o: 
$200  to  $700  an  acre ;  and  from  $300  to  $500  is  a  common  price  oi 
p.gricultural  lands  in  Europe.  I  inquired  about  that  when  I  wa£ 
over  there. 

Senator  Shafroth.  In  what  country  was  that? 

Mr.  Weaver.  Were  you  in  Holland  and  Belgium  and  that  part  of 
Europe  ? 

Mr.  Moss.  No,  sir. 

Mr.  Bulivi^y.  Why  do  you  limit  the  period  to  35  years?  Whtt 
would  be  the  harm  of  having  a  longer  period? 

Mr.  Moss.  Just  exactly  on  account  of  Mr.  Hayes's  objection,  ft 
seems  to  me  that  we  ought  not  to  encourage  a  longer  period  than 
one  in  which  the  average  time  of  repayment  can  be  met  by  the  averajp 
farmer.  I  take  it  that  the  average  farmer's  income  in  America  tf 
greater  than  the  average  European  farmer's;  and  therefore  tin 
American  farmer  ought  to  repay  in  a  shorter  period  than  the  Europeti 
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Earmer;  and  the  farmer  in  America  ought  to  accumulate  as  much  in 
B5  years  as  the  European  farmer  in  64^  years;  besides,  the  price  of 
land  is  lower  here  than  over  there. 
Mr.  Hayes.  Probably  more. 
Mr.  Moss.  Yes,  sir. 

Mr.  Platt.  As  these  amortization  payments  ore  made,  the  mort- 
gage still  stands  recorded  for  the  full  amount  of  the  loan,  does  it 
lot? 

Mr.  Moss.  Yes,  but  under  this  bill  the  credits  are  at  once  made  in 
favor  of  the  borrower  by  the  Government  agent ;  a  man  can  not  lose 
the  payments  he  has  made,  although  on  the  record  it  will  remain 
the  same. 

Mr.  Platt.  Then  there  would  not  be  anything  to  prevent  the  bor- 
rower from  going  to  another  source — for  instance,  a  savings  bank 
or  some  other  kind  of  bank — and  borrowing  more  money  on  a  second 
mortgage? 

Mr.  Moss.  Oh,  no;  he  could  do  that,  of  course.  He  has  that 
privilege  now,  and  this  bill  would  not  influence  the  practice  of 
negotiating  second  martgages  in  any  respect.  Now,  in  the  mortgage 
Itself  under  this  bill,  there  is  set  out  on  the  face  of  the  mortgage 
ihe  periodic  payments  that  must  be  made;  and  every  payment  that  is 
made  is  credited  on  the  instrument  itself. 
Mr.  Platt.  On  the  mortgage? 

Mr.  Moss.  Yes;  on  the  mortgage;  and  the  Government  agent  is 
compelled  by  the  bill  to  see  that  the  credit  is  given,  as  well  as  to  see 
that  the  money  when  paid  is  turned  over  to  the  bondholder.  The 
Government  agent  must  protect  both  the  borrower  and  the  bond- 
holder. 

Eeferring  to  the  question  of  Mr.  Bulkley  yesterday,  concerning  Uie 
limitations  on  loans,  I  wish  to  discuss  that  and  present  some  statis- 
tics which  I  have  gathered. 

I  stated  yesterdav  that  I  was  certain  the  limitation  was  too  low 
in  this  bill.  The  chairman  suggested  a  double  limitation,  in  which 
I  fully  concur. 

The  average  amount  of  loans  on  mortgage  in  the  United  States 
is  $1,700.  But  that  is  not  of  as  much  imporance  to  you  as  if  you 
had  the  actual  face  value  of  a  large  number  of  mortgages;  and  I 
have  taken  the  pains  to  go  over  some  mortgage  statistics,  both  in 
Austria  and  in  Germany,  to  secure  this  result. 

I  have  here  the  loans  made  by  the  National  Small  Holders  Insti- 
tute of  Hungary.  I  wish  to  say  to  the  committee  that  there  are  two 
great  mortgage  institutions  in  Hungary,  one  that  is  created  by  the 
nobles  for  large  holdings  and  the  other  is  created  to  make  small 
loans. 

I  have  selected  the  one  that  makes  the  small  loans.  They  had  on 
their  books  66,264  mortgages.  Now,  the  average  loan  of  the  66,264 
mortgages  was  $868.  The  loans  amounting  to  $400  or  less  comprised 
53  per  cent  of  the  total  number  of  loans.  Between  $400  and  $2,400, 
the  loans  were  41.2  per  cent  of  the  total  loans.  The  loans  of  $2,400 
And  over  comprised  5.67  per  cent  of  the  total. 

As  I  have  stated,  that  is  not  a  fair  example,  because  it  designedly 
ccnnprehends  only  the  small  holder,  and  the  figures  are  therefore 
below  a  fair  average. 


Digitized  by 


Google 


108  BUEAL   CREDITS. 

Taking  the  Hungarian  Land  Mortgage  Institute,  which  is  adapted 
to  the  larger  landowners,  the  average  amount  of  their  mortgages 
was  $6,400. 

I  have  here  complete  statistics  of  three  credit  associations  in  Ger- 
many; and,  as  it  will  only  take  a  moment,  I  should  like  to  read  them 
to  the  members  of  the  committee. 

Taking  the  Bavarian  Agricultural  Bank  that  had  on  its  books  at 
the  time  I  visited  it  25,327  mortgages,  those  for  amounts  up  to 
$260  comprised  1,835  mortgages,  or  7.24  per  cent  of  the  total 
amount — I  mean  in  number.  Those  mortgages  aggregated  $353,550 
in  amount ;  and  that  was  0.86  per  cent  of  tne  total  amount  of  money 
that  this  institution  had  loaned. 

Taking  the  mortgages  between  $250  and  $750,  there  were  7,885 
of  those.  That  comprised  31.13  per  cent  of  the  total  number.  Now, 
remember  that  there  are  two  percentages,  one  in  the  total  number 
and  the  other  as  to  the  total  amount.  The  aggregate  amount  for 
this  class  of  loans  was  $4,257,950,  and  amounted  to  10.37  per  cent 
of  the  whole  amount  of  money  they  had  loaned. 

Between  $750  and  $1,250  there  were  6,599  mortgages,  aggregating 
$6,865,850,  which  comprised  16.72  per  cent  of  their  totalbusinessL 
This  amount  was  26  per  cent  of  the  whole  amount. 

Between  $1,250  and  $2,500  there  were  5,556  mortgages,  aggregating 
in  amount  $10,495,750,  or  25.54  per  cent.  It  is  between  these  limits 
that  the  large  amount  of  business  is  done. 

Between  $2,500  and  $5,000  there  were  2,449  mortgages,  amounting 
to  $8,886,775,  which  was  21.64  per  cent  of  their  total  amount  of 
business. 

Between  $5,000  and  $12,500  there  were  882  mortgages,  aggregating^ 
$6,186,000,  which  comprised  14.87  of  their  business. 

Between  $12,500  and  $25,000  there  were  129  mortgages,  aggre- 
gating $2,275,400,  or  5.33  per  cent  of  their  business. 

Over  $25,000  they  had  42  mortgages,  aggregating  $1,833,000,  or 
4.47  per  cent.  There  are  some  other  figures  here  which  it  is  no^ 
necessary  for  me  to  read. 

Now,  it  seems  to  me  that  any  mortgage  institution  in  this  countiy 
ought  to  have  the  right  to  loan  up  to  $5^000 

Mr.  Hayes  (interposing).  Do  you  think  that  is  high  enough? 

Mr.  Moss.  No ;  it  is  not  high  enough.  But  I  say  "  any  mortgage 
institution."  In  this  bill  we  commence  with  $10,000  capital;  a  loaD 
of  $5,000  would  mean  50  per  cent  of  its  capital.  But  in  the  case  of 
a  larger  institution,  one  with  $50,000  or  $100,000  or  $150,000  capital 
and  surplus,  if  you  made  it  that  rate  the  loans  could  be  too  large. 
My  suggestion  to  the  committee  would  be  this:  To  permit  any  bank 
organized  under  this  system  to  loan  up  to  50  per  cent  of  its  capital 
and  surplus,  with  a  limitation  on  any  individual  loans  to  $10,000. 
Larger  banks  should  loan  at  least  $10,000  on  their  initiative,  and 
may  be  permitted  to  loan  higher  amounts  with  the  permission  of 
the  commissioner  of  farm-land  banks  or  the  national  bank  examiners 
after  they  had  examined  into  the  matter. 

There  are  no  limitations  upon  the  amounts  of  loans  of  European 
land  banks,  with  the  exception  that  the  large  loans  can  not  be  mmde 
by  the  directors  of  the  bank,  but  only  after  consultation  with  the 
governmental  authority  over  the  bank. 
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Mr.  Hayes.  Well,  do  you  not  think  that  the  purpose  of  these  land- 
nortgage  banks  might  be  entirely  defeated  by  allowing  the  banfcs 
:o  make  too  large  loans? 
Mr,  Moss.  That  is  true. 

Mr.  Hayes.  I  should  think  that  $10,000  would  be  about  the  limit 
of  what  they  should  be  allowed  to  loan  to  one  borrower. 

Mr.  Platt.  Have  not  the  European  banics  a  limit  of  the  amount 
of  loans,  in  proportion  to  their  capital  ? 

Mr.  Moss.  No,  sir.  European  banks  are  not  limited,  except  that 
very  large  loans  are  made  only  with  the  permission  of  the  Govern- 
ment. But  I  want  to  call  your  attention  to  the  fact  that  land-mort- 
gage banks  in  European  countries  were  first  organized  among  the 
nobles  who  held  large  estates,  and  it  was  at  first  only  the  wealthy 
class  that  could  take  advantage  of  the  loans ;  and  hence  the  first  loans 
were  very  large. 

Now,  the  intensive  work  on  these  small  farms  and  the  growth 
of  democratic  principles  has  forced  the  amounts  of  the  loans  down. 
But  the  trouble  has  been  all  the  time  in  Europe  to  get  the  benefits 
of  the  mortgage  loans  to  the  small  landowner.  And  you  will  find 
that  the  average  loans  made  by  these  land-mortgage  institutions  in 
Europe  are  larger  than  they  ought  to  be  in  this  country,  because 
small  loans  there  are  handled  largely  by  the  savings  banks,  which 
are  more  democratic  than  these  other  institutions  were  in  the  begin- 
ning. 

In  drawing  this  bill  the  commission,  knowing  these  facts,  sought 
to  overcome  that  trouble  by  making  it  possible  to  organize  small 
banks  and  to  bring  this  system  at  once  under  the  influence  of  the 
average  farmer,  and  in  that  way  avoid  the  years  of  struggle  which 
tbey  had  in  Europe  to  carry  the  system  from  the  big  landholder  down 
to  the  small  landholder. 

For  this  reason  I  think  that  any  bank  ought  to  be  permitted  to 
loan  a  small  amount  of  money ;  but  even  a  bank  with  only  $10,000 
capital  ought  to  be  permitted  to  make  a  loan  at  least  to  the  extent 
of  $5,000,  which  is  of  itself  only  half  the  value  of  40  acres  in  the 
com  belt  or  even  10  acres  in  the  trucking  section. 

And  I  think  that  a  bank  which  is  somewhat  larger  ought  to  be 
allowed  to  handle  $10,000  loans.  And  that  being  true,  you  can 
fix  a  limit  based  upon  the  capital  stock  and  surplus  plus  an  absolute 
limitation.  And  if  the  committee  will  agree  to  larger  loans  than 
that  limit  I  would  suggest  that  the  larger  loans  should  be  accepted 
with  the  permission  of  the  national  bank  examiner  or  the  commis- 
sioner of  farm-land  banks,  or  some  other  governmental  authority. 

Mr.  BULKI.EY.  Do  I  understand  you  to  say,  Mr.  Moss,  that  a  limit 
should  be  placed  upon  the  amount  of  money  which  any  one  indi- 
Wdnal  could  borrow  from  the  farm-land  bank? 
t/ir.  Moss.  Decidedly  so. 

Mr.  BuLKUBY.  But  you  have  not  reached  a  conclusion  as  to  how 
mach  that  limit  should  be? 

Mr.  Moss.  I  was  just  about  to  say  that  if  I  was  drafting  this  bill 
finaUy  I  would  not  give  the  directors  of  the  bank  the  power  to  make 
a  loan  of  their  own  initiative  for  an  amount  larger  tnan  $10,000  to 
may  one  individual;  but  I  would  not  absolutely  limit  it  to  $10^000; 
bat  if  the  bank  desired  to  make  a  larger  loan  than  that  to  an  indi- 
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vidual  they  should  call  the  matter  to  the  attention  of  scmie  goverfr 
mental  authority — for  instance,  the  commissioner  of  farm-lani^ 
banks — and  get  their  permission  to  make  a  larger  loan  in  that  case. 

Mr.  BuLKLEY.  Would  vou  put  any  limit  on  the  amount  of  a  kMui 
to  any  one  individual  wnich  the  commissioner  of  farm-land  banks 
could  permit  the  bank  to  make? 

Mr.  Moss.  I  would  not  think  that  necessary,  if  you  were  going  to 
call  in  a  governmental  authority. 

Mr.  Woods.  Mr.  Moss,  your  referring  to  this  class  of  loans  reminds 
me  of  the  statement  I  understood  you  to  make  yesterday,  that  the 
establishment  of  a  system  to  loan  on  farm  mortgages  was  established 
in  all  the  European  countries  before  the  personal-security  credit  sys- 
tem was  established  in  those  countries. 

Mr.  Moss.  That  is  true. 

Mr.  Woods.  Well,  a  little  further  investigation  of  that  question 
would  be  a  good  thing,  because  I  think  you  are  entirely  wrong  about 
that.  The  first  statement  in  your  report,  with  regard  to  France, 
shows  just  the  contrary — that  the  personal  credit  was  established 
first. 

Mr.  Moss.  Well,  Mr.  Woods,  in  that  matter  I  do  not  want  to 
arffue 

Mr.  Woods  (interposing).  That  it  was  established  several  years 
before  the  other. 

Mr.  Moss.  Yes.  I  do  not  wish  to  take  issue  with  you  upon  that 
matter;  I  will  just  let  your  remark  stand  in  the  record.  As  a  matta* 
of  fact,  however,  the  present  personal-credit  system,  which  is  work- 
ing well  in  France,  has  been  put  in  operation  since  1895.  That  is  a 
fact. 

Mr.  Woods.  That  is  what  it  says  here  [indicating]. 

Mr.  Moss.  Yes. 

Mr.  Woods.  And  that  the  land-mortgage  bank  was  established  in 
France  after  that. 

Mr.  Platt.  Oh,  no. 

Mr.  Moss.  No;  not  after  that. 

Mr.  Woods.  That  is  one  of  the  first  statements  contained  in  these 
printed  reports. 

Mr.  Moss.  No;  the  land-mortgage  system  was  established  in  1850 
or  1852,  showing  that  the  land-mortgage  credit  preceded  personal 
credits  in  France  by  nearly  half  a  century — not  quite  that. 

And,  going  back,  the  first  land-mortgage  association  in  Germany 
was  founded  in  1770,  whereas  the  Raeffeissen  Bank  and  the  Schulze- 
Delitzsch  Cooperative  Societies  were  founded  almost  within  the 
memory  of  livrng  men. 

Mr.  Woods.  That  is  true  in  Germany. 

Mr.  Seldomridge.  Mr.  Moss,  what  policy  is  pursued  by  European 
countries  in  the  handling  of  their  land-mortgage  institutions  to  elimi- 
nate the  land  speculator? 

Mr.  Moss.  I  do  not  quite  understand  what  you  mean  by  "land 
speculator." 

Mr.  Seijx)mridoe.  I  mean  the  preventing  of  men  going  out  and 
buying  farms — one  man  buying  several  farms  and  carrymg  mort- 
gages in  those  banks  on  those  farms. 

Mr.  Moss.  Yes,  sir. 
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SsLDOMRiDGE.  And  then  putting  the  farms  in  the  hands  of 
s. 

Moss.  There  is  nothing  that  would  prevent  that  practice.  But 
3  overcome  by  the  method  by  which  the  land  itself  is  trans- 
.  For  instance,  in  Germany,  when  any  large  farm  is  offered 
le  and  the  owner  of  the  farm  comes  to  an  agreement  with  the 

before  that  transfer  can  be  made  it  must  be  reported  to  the 
nment,  and  then  if  any  cooperative  society  desires  to  buy  the 
for  the  purpose  of  dividing  it  up  among  small  holders  the  co- 
:ive  society  has  the  first  opportunity  of  buying  it  at  the  same 
which  was  offered  by  the  private  individual;  and  it  would 
ore  be  bought  up  for  the  purpose  of  division  among  small 
rs  rather  than  permitting  one  person  to  buy  it  in  its  entirety. 

specijBc,  I  am  speaking  now  of  the  Kingdom  of  Bavaria. 

the  whole  system  in  Europe  is  worked  with  the  object  of  di- 
r  the  fai-ms  up  into  small  holdings.  That  is  just  one  of  the 
by  which  they  undertake  to  do  that. 

Seux)mridge.  I  can  conceive  of  a  policy  here  that  might  per- 
len,  for  the  purpose  of  speculation,  to  go  out  and  buy  farms 
ave  been  mortgaged  for  one-half  their  value  and,  by  the  pay- 
>f  5  or  10  per  cent  of  the  purchase  price  down,  getting  posses- 
f  large  tracts  of  land  and  then  leasing  those  out  to  tenants — a 

which  we  do  not  wish  to  favor. 

Moss.  They  could  not  do  that  under  the  provisions  of  this 
ecause  the  loan  is  limited  to  50  per  cent  of  the  value  of  the 
nd  the  purchaser  would  have  to  put  up  60  per  cent  in  cash  in 
to  buy  the  land  and  obtain  possession  of  it. 

Hayes.  And  he  could  not  make  a  second  loan ;  one  loan  is  all 
lid  make  with  these  land  banks. 

Sbldomridge.  He  could  not  get  the  second  mortgage  from  the 
>ank,  but  he  might  secure  it  from  other  sources  ? 

Hayes.  Yes ;  of  course. 

Seldomridge.  We  have  a  very  inventive  class  of  people  in 
>untry  in  the  real  estate  business,  and  it  seems  to  me  that  we 
,  if  possible,  to  put  in  the  bill  safeguards  that  would  prevent 
speculative  practices. 

Moss.  Yes. 

Brown.  Is  there  as  much  real  estate  speculation  abroad  as 
is  in  this  country?  Do  the  farms  change  hands  as  rapidly 
as  they  do  here? 

Moss.  No,  sir.  That  is  one  of  the  reasons  that  makes  farm- 
nortgages  such  good  security,  because  the  farms  have  passed 
rh  the  stage  of  speculation;  the  value  of  the  land,  as  a  rule,  is 
I.  I  am  confident  that  there  is  not  nearly  the  same  change  in 
alues  in  European  countries  that  there  is  here. 

Seldomiodge.  Could  we  not  put  a  provision  in  the  bill  pre- 
g  the  giving  of  a  second  mortgage  on  any  of  the  land  upon 

loans  are  made  by  these  banks? 

Moss.  The  banks  have  not  the  power  to  do  that  under  the 
ions  of  the  bill. 

SEiJX>MRn>G£.  But  I  mean  loans  by  some  other  institutions. 

Platt.  We  could  hardly  do  that. 
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Mr.  Moss.  No;  you  could  not  do  that,  I  am  reasonably  sure.  Now 
coming  to  the  point  where  we  jBnished  yesterday,  I  should  like  to  ad| 
attention  to  the  Federal  agents. 

Mr.  Seldomruxje.  But  could  you  not  provide  that  the  first  morfr 
gage  should  become  due  if  a  second  mortgage  was  given! 

Mr.  Hayes.  You  could  do  that,  if  it  was  desirable. 

Mr.  SELDOMRrooE.  Yes;  or  a  percentage  of  it. 

Mr.  Moss.  The  fiduciary  agent  provided  here  in  the  bill  is  a  brod 
original  feature  which  I  do  not  think  you  will  find  in  any  mortgifi 
system  anywhere. 

Mr.  Hayes.  What  page  is  that  on  ? 

Mr.  Moss.  Page  20.  It  is  quite  evident  that  there  must  be  Boan 
governmental  authority,  or  some  third  party  that  would  either  tahi 
physical  possession  of  the  mortgage  or  in  some  way  guarantee  th 
holder  oi  the  bond  that,  as  the  mortgage  is  paid,  he  will  get  U 
money. 

Under  the  Woodruff  plan,  which  has  been  referred  to  in  these  hear 
ings,  Mr.  Woodruff  deposits  his  mortgages  with  a  trust  company  ii 
Chicago,  which  holds  possession  of  the  mortgage  and  guarantees  thi 
the  bonds  are  protected  by  these  mortgages,  and  the  money  passe 
really  through  the  central  trust  company  in  Chicago. 

Now,  that  makes  the  holder  of  the  bond  ab^lutely  secure,  a 
course,  because  there  is  a  great  trust  company  holding  the  security 
and  yet  you  could  not  organize  a  general  system  on  that  same  centra] 
holding  plan ;  and  the  commission  believes  that,  by  authorizing  i 
fiduciary  agent  who  can  neither  be  an  officer  or  a  director  in  the  bw 
but  who  may  be  an  employee — for  instance,  there  is  no  reason  irtfl 
he  should  not  be  a  bookkeeper — having  him  appointed  by  the  G< 
ernment,  and  making  him  in  all  senses  of  the  word  responsible  to  I 
Government  and  having  no  financial  responsibility  wnatever  to  i 
bank ;  his  sole  official  duties  are  to  see  that  the  mortgages  are  crediU 
with  the  payments  made  on  them,  and  that  the  money  is  turned  or^ 
to  the  bondholders,  and  having  him  stand  there  as  an  agent  betn 
the  two  parties — the  commission  believes,  I  say,  that  that  wc 
solve  all  of  the  difficulties  and  make  it  practically  easy  to  put  tti 
system  into  operation. 

We  have  given  this  agent  the  powers  enumerated  under  section  U 
which  it  is  not  necessary  to  read  now.  You  will  notice,  however 
that  the  Federal  agent  certifies  to  every  national  land  bond  that  i 
issued,  and  that  no  national  land  bond  can  be  valid  without  hi 
signature. 

That  is  for  the  protection  of  the  buyer  of  the  bond. 

Second,  that  section  provides  he  shall  have  joint  possession  t» 
control  with  the  bank  or  the  mortgages  and  deeds  of  trust  which  it 
deposited  as  security.  And  that,  again,  is  for  the  protection  of  A 
bondholder. 

And  third,  it  provides  that  he  shall  have  supervisory  control  c 
all  entries  in  the  mortgage  ledger  kept  by  the  bank ;  and  it  is  mid 
his  dutv  to  see  that  the  payments  are  credited  to  the  borrower.  Tin 
is  for  the  protection  of  the  borrower. 

So  that  this  man,  the  ''  Federal  fiduciary  agent,"  stands  there  i 
a  Government  agent  in  the  bank,  protecting  alike  the  bondhoUk 
and  the  mortgagor;  and  under  a  system,  I  say,  that  would  make  th 
feature  entir^y  workable. 
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I  would  not  say  that  this  is  the  very  best  system  that  could  be 
devised,  but  it  is  the  best  system  that  the  commission  could  devise 
to  meet  this  situation. 

Mr.  Woods.  Did  the  American  commission  join  the  United  States 
conmiission  in  this  report,  Mr.  Moss? 

Mr.  Moss.  No,  sir.  They  neither  joined  in  the  report  nor  took  any 
part  in  the  preparation  of  the  report  or  the  bill. 

In  the  first  place,  the  American  commission  had  no  funds  with 
which  to  keep  a  committee  here  to  help  in  working  out  this  matter. 

Second,  they,  after  careful  study,  decided  that  their  responsibilitv 
was  to  their  respective  States  or  to  the  respective  institutions  which 
had  commissioned  them.  And  they  were  making  their  reports  di- 
rectly back  to  the  bodies  and  not  making  a  report  to  Congress. 

The  resolution  under  which  the  United  States  commission  was 
appointed  made  it  its  specific  duty  to  make  a  report  to  Congress ;  it 
did  not  make  it  the  specific  duty  of  the  commission  to  frame  a  bill, 
of  course,  but  the  commission  felt  that  if  we  were  going  to  make  a 
report  we  should  make  it  along  specific  lines,  so  that  there  would  be 
something  tangible  to  work  upon,  and  that  it  would  be  better  to  make 
it  in  the  form  of  a  bill  than  in  the  form  of  general  suggestions. 

Mr.  Weaver.  What  sort  of  cooperation  was  there  between  the 
United  States  commission  and  this  American  commission,  Mr.  Moss  ? 

Mr.  Moss.  Well,  the  cooperation  was  to  this  extent:  The  money 
that  was  appropriated  by  Congress  was  spent  very  freely  to  carry 
out  the  educational  activities  of  both  commissions.  As  a  matter  of 
fact  the  American  commission  raised  $1,200  for  each  delegate;  $900 
of  that  was  spent  for  travel  and  other  minor  expenses.  The  com- 
mission was  at  quite  a  heavy  expense  in  assembling  the  commission ; 
and  it  appeared  that  this  $300  that  was  to  have  gone  toward  the 
payment  of  expenses  for  educational  activity  in  Europe  was  practi- 
cally spent  before  the  commission  started. 

As  a  matter  of  fact,  the  United  States  commission,  not  entirely, 
but  in  large  part,  met  stenographic  expenses,  for  instance,  and  di- 
vided with  the  American  commission  the  expenses  of  headquarters, 
and  we  have  borne  quite  a  lar^e  expense  in  preparing  this  joint  report 
which  is  going  out — which  is  entirely  legitimate,  because  we  were 
ordered  to  cooperate,  and  we  were  working  on  a  joint  report;  that 
is  the  extent  to  which  we  cooperated — the  funds  oi  each  commission 
being  expended  jointly  to  secure  a  common  result. 

The  American  commission  gave  us  every  advantage  they  could 
and  all  the  material  they  gathered  was  placed  at  our  disposal ;  and  all 
the  material  we  gathered  was  placed  at  their  disposal;  and,  as  a 
matter  of  fact,  the  oflScers  of  the  American  commission  were  chosen 
directly  from  the  United  States  commission.  I  believe  I  am  the 
oiJy  member  of  the  United  States  commission  traveling  with  the 
American  commission  that  was  not  given  an  office  in  the  American 
commission;  but  there  were  some  reasons  for  that,  I  believing  that, 
MS  a  Member  of  Congress,  I  had  a  somewhat  different  responsibility 
from  the  others,  and  that  I  ought  not  to  accept  a  position  of  that 
kindi  I  believed  that  I  ought  to  remain  free  from  any  other  re- 
qpoDsibility.  There  was  the  very  closest  cooperation  between  the 
two  bodies  and  the  utmost  expression  of  good  will  between  them 
tbongh  their  travels  in  Europe, 
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Mr.  Woods.  Now,  this  joint  report  that  you  speak  of;  what  is  thitf 
Has  it  been  published? 

Mr.  Moss.  The  joint  report  is  this  document  [indicating  documeDt 
on  table]. 

Mr.  BuLKLEY.  Senate  Document  214. 

Mr.  Moss.  Yes ;  Senate  Document  214  is  the  joint  report — not  the 
complete  joint  report,  because  there  are  some  other  matters  to  follow. 

And  I  may  say  that  the  United  States  commission  in  its  official 
capacity  did  nothing  except  to  study  the  financial  feature  of  the 
situation — the  financial  institutions.  The  American  commissicm, 
however,  made  a  very  much  broader  study;  they  took  up  the  study 
of  country  life,  markets,  general  cooperation,  and  educational  mit^ 
ters.  And  while  the  members  of  the  United  States  commission  as 
individuals  worked  with  the  American  commission  in  this  broader 
field,  yet  the  distinctive  work  of  the  United  States  commission  was 
limited  to  the  financial  field ;  and  so  we  made  a  report  only  upon  the 
financial  features,  and  the  American  commission  reported  upon  the 
broader  field  that  they  covered;  and  we,  uniting  our  financial  data 
with  that  gathered  by  them,  called  that  a  joint  report.  And  this 
special  report  of  ours  was  called  the  United  States  Commission 
Report.  But,  as  I  understand  it,  there  is  no  criticism  of  this  report 
from  any  member  of  the  American  commission,  except  such  criticism 
as  has  been  made  by  certain  members  of  that  commission  in  their 
minority  report. 

The  next  question  to  which  I  wish  to  call  the  attention  of  the  com- 
mittee is  the  admission  of  existing  institutions.  We  feel  that  tibe 
bill  is  broad  enough  in  this  way  and  provides  a  further  protectioD 
against  possible  monopoly.  "Any  existing  institution"  wull  include 
a  certain  class  of  building  and  loan  associations;  and  I  want  to  say 
on  this  point  that  the  "Woodruff  institution  would  have  no  trouble 
whatever  in  organizing  under  this  statute  if  it  were  enacted  into 
law  as  drawn  by  the  commission. 

Mr.  Woodruff  traveled  with  us  quite  a  good  deal  in  Europe.  I 
have  a  personal  acquaintance  with  him  and  am  familiar  with  his 
ideas;  and  I  say  that,  so  far  as  the  Woodruff  institution  is  concerned, 
it  would  have  no  trouble  whatever  in  operating  under  this  law;  and 
I  am  confident  that  the  commission's  plan  would  also  appeal  to  a 
great  many  trust  companies  at  the  present  time  in  the  United  States, 
and  to  practically  all  of  these  mortgage-loan  associations  in  the 
United  States. 

Mr.  Hayes.  Well,  there  is  no  objection  to  their  reorganizing  under 
this  statute,  is  there  ? 

Mr.  Moss.  No ;  on  the  contrary,  it  is  to  be  desired ;  and  that  provi- 
sion was  put  in  the  bill  as  an  express  encouragement  for  them  to 
join  the  system. 

Mr.  Hayes.  Yes. 

Mr.  Moss.  So  that  not  only  would  new  organizations  be  formed 
under  the  bill,  but  there  is  the  broadest  possible  opportunity  ^ven 
for  the  reorganization  of  existing  institutions,  making  it  as  highly 
competitive  and  as  attractive  to  as  many  institutions  as  pK>ssibIe. 
There  has  been  every  effort  made  in  framing  the  bill  to  prevent 
these  institutions  from  coming  into  competition  with  existing  com* 
mercial  banks,  and,  on  the  other  hand,  to  make  it  of  great  value  to 
all  of  those  institutions  that  are  loaning  upon  real-estate  security; 
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is,  to  standardize  loaning  on  farm  mortgages.  But  there  is  a 
ision  in  the  bill  in  regard  to  trust  funds,  and  some  of  the  Mem- 

of  the  House  have  spoken  to  me  about  that,  and  I  would  like 
iscuss  that  matter  for  a  moment. 

henever  the  State  legislation  in  any  State  shall  meet  the  ap- 
al  of  the  Federal  authorities,  so  that  the  banks  in  that  State  are 
ring  under  such  conditions  under  State  laws  that,  in  the  opinion 
le  Federal  authorities,  give  ample  protection  to  the  holders  of 
•  securities,  it  is  provided  that  the  bonds  emitted  by  these  banks 
L  be  available  for  the  investment  of  all  funds  that  are  so-called 
:  funds  that  are  imder  the  control  of  the  Federal  courts,  and  also 
L  be  available  for  State  trust  funds  where  it  is  permissible  under 
e  law. 

3w,  there  are  two  purposes  in  view  in  this  provision,  not  only 
roaden  the  market  for  the  bonds,  but  particularly  to  make  them 
3  attractive  to  the  private  investor.  There  are  a  great  many 
ate  investors  who  would  purchase  a  bond  if  it  were  recognized 

it  were  a  good  enough  bond  for  the  Government  and  the  State 
:cept  it  as  security  for  trust  funds. 

nd  it  seems  to  me  that  the  United  States  Government  ought  not 
ive  its  sanction  and  its  supervision  to  the  issuance  of  a  bond  that 
:self  would  not  be  good  enough  and  safe  enough  to  be  taken  as 
rity  for  the  investment  of  trust  funds  under  the  protection  of  the 
ernment.  And  I  feel  that  this  is  quite  an  important  feature  of 
bill ;  beyond  any  question,  all  the  land-mortgage  bonds  issued  by 
continental  countries  of  Europe  are  made  available  for  trust 
Is,  except  in  certain  countries  where  they  reserve  that  investment 

as  a  monopoly  for  Government  operations.  So  that  there  is 
ling  unusual  in  the  preferment  here  given. 

be  other  feature  is  the  value  of  the  buildings.  Under  this  bill 
amount  loaned  upon  the  buildings  is  limited  to  20  per  cent  of  the 
raisement,  which  means  that  90  per  cent  of  the  loans  must  be 
e  upon  the  value  of  the  real  estate.  Then  it  is  provided  that  the 
dings  must  be  insured  for  the  benelSt  of  the  bank  holding  the 
tgage.  Now,  these  provisions  inay  be  overcautious  on  the  part 
be  commission. 

'ith  regard  to  that  limitation  of  20  per  cent  on  the  buildings,  it 
IS  to  me  that  when  we  consider  the  very  poor  character  of  the 
iings  on  the  average  American  farm,  the  tact  that  the  improve- 
ts  on  those  farms  are  often  short  lived,  and  considering  the  long 
I  for  which  the  loans  will  be  made,  we  must  put  a  rather  small 
t  upon  the  amount  to  be  loaned  on  tne  value  of  the  buildings ;  and 
)elieye  90  per  cent  of  the  loan  should  be  upon  the  land  itself  and 

is  a  conservative  provision.    In  Europe  the  buildings  are  very 
h  more  substantial  than  in  this  country. 
r.  Hayes.  They  are  generally  constructed  of  stone  and  brick,  are 

not? 

r.  Moss.  Yes  J  generally  of  stone  and  brick.  And  in  Europe  they 
5  almost  elimmated  entirely  the  fire  hazard.  In  fact,  one  of  the 
test  differences  which  you  will  observe  in  traveling  through 
ope  is  the  high  character  of  the  improvements  upon  the  farm, 
the  almost  negligible  loss  that  comes  from  fire  and  decay.  Their 
lings  are  very  much  more  substantial,  and  are  better  fire  risks 
I  ours. 
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Mr.  Seldomridge.  Excuse  me,  Mr.  Moss,  for  interrupting  you,  but, 
I  should  like  to  ask  a  question  at  this  point. 

Mr.  Moss.  Certainly. 

Mr.  Seldomridge.  How  do  the  rates  of  fire  insurance  in  Euiopi 
compare  with  the  rates  in  the  United  States? 

Mr.  Moss.  Farm  insurance  in  Europe  is,  I  think,  almost  all  carried 
by  mutual  risks.    That  extends  so  far  as  to  include  the  farm  animala 

With  regard  to  cities,  I  was  told  by  the  American  ambassador  at 
Rome  that  he  was  carrying  a  policy  of  $10,000  on  his  household  effects 
in  the  city  of  Rome ;  and  he  said  he  had  forgotten  the  fee,  but  it  wu 
so  small  he  did  not  see  how  the  insurance  company  could  afford  to 
write  the  policy  for  the  small  amount  which  he  was  paying  to  inson 
$10,000  on  his  furniture.  He  said  he  had  been  in  Rome  tour  yean 
and  did  not  recall  having  seen  a  fire  there  in  that  time. 

And  everywhere  in  Europe  the  fire  risk  has  been  almost  totallj  i 
and  absolutely  eliminated  by  their  system  of  buildings.  I  notied^ 
particularly  the  bams.  They  were  generally  made  of  stone  or  con- 
crete ;  they  were  of  one  story,  and  if  you  inquired  why  they  did  not 
have  a  second  story  they  said  if  there  was  hay  above  the  first  floor  it 
might  catch  fire  and  drop  down  and  burn  their  animals,  and  there- 
fore they  have  eliminated  that  danger.  The  risk  of  fire  is  aUnost 
entirely  eliminated. 

And  I  think  the  committee  ought  to  take  these  facts  into  consid- 
eration in  fixing  the  limit  which  may  be  loaned  on  buildings. 

And  that  brings  up  the  question  whether  or  not  you  ought  to  mab 
any  provision  lor  the  deterioration  of  the  value  of  the  proper^ 
mortgaged.  I  am  sure  you  will  reach  that  question  before  you  pe^ 
feet  the  bill.  It  is  the  conclusion  of  our  commission  that  it  is  not 
necessary  to  provide  for  it  under  this  bill.  And  I  wish  to  say  thit 
I  consulted  briefly  with  Secretary  Houston  upon  that  point,  and 
Secretary  Houston's  opinion  coincided  with  that  of  the  commissioDt 
that  if  you  limit  the  amount  of  the  loans  as  rigidly  as  they  m 
limited  in  this  bill,  with  an  amortization  feature,  you  can  safely  lom 
50  per  cent  on  the  average  value  of  the  American  farm  without  any 

Sreat  fear  that  the  deterioration  of  the  farm  itself  will  overcome  and 
estroy  the  value  of  the  security. 

I  should  like  to  call  the  attention  of  the  committee  now  to  the  quoo- 
tion  of  postal  savings  funds,  sections  40  and  41  of  the  bill.  Tnen 
has  been  quite  a  movement  in  this  country,  by  some  persons  who  ntt 
worthy  of  consideration,  for  the  adoption  of  a  law  providing  that 
the  postal  funds  should  be  made  wholly  available  for  loaning  upon 
farm  property.  You  know  the  Government  has  about  $40,000,000 
in  the  postal  deposits  now.  But  under  the  new  Federal  reserve  act, 
those  funds  can  only  be  deposited  in  national  banks.  I  call  attention  to 
that  provision  in  the  new  bank  law.  A  change  has  been  made  in 
this  bill  to  remove  that  limitation  of  law  and  permit  these  fonds  to 
be  deposited  in  this  system  of  banks. 

Mr.  Coulter.  It  is  in  section  16  of  the  bill,  under  the  heading, 
**  Specific  powers." 

Mr.  Moss.  Yes,  section  16.  It  is  under  subheading  (a).  It  readf 
as  follows: 

Bvery  national  farm-land  bank  shaU  have  the  following  specific  powers: 
(a)  To  acc^t  and  pay  interest  on  deposits  to  an  amount  not  exceeding  80 
per  centum  of  the  amount  of  its  combined  paid-up  capital  and  surplns;  to  !•> 
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ive  deposits  of  postal  savings  funds  to  the  same  extent,  and  to  pay  interest 
lereon  at  the  rate  required  of  other  banliLS  receiving  such  deposits.  The  trus- 
es  of  the  Postal  Savings  System  are  hereby  authorized  and  empowered  to  select 
itional  farm-land  banks  as  depositories  for  such  funds,  which  banks,  when 
quired  by  the  Secretary  of  the  Treasury,  shall  act  as  fiscal  agent  of  the 
nited  States. 

Ton  will  notice  that  there  is  no  preference  given  to  these  banks 
•ver  existing  banks  with  regard  to  receiving  postal  savings  on  de- 
posit. There  is,  however,  a  provision  in  tlie  bill  requiring  these 
tanks  if  they  receive  postal  savings  funds  to  use  them  to  make 
oans  on  real  estate;  they  can  use  them  for  no  other  purpose. 

It  was  the  opinion  of  the  commission  that,  in  order  that  there 
diould  be  no  charge  of  favoritism,  it  would  be  well  at  the  present 
ime  to  give  the  new  banks  just  the  same  right  to  receive  postal  deposits 
IS  other  banks,  and  leave  it  with  the  postal  authorities  to  make  an 
equitable  distribution  between  banks  of  postal  fimds.  Certainly 
luid  banks  ought  not  to  be  prohibited  from  receiving  those  funds  on 
deposit;  but  if  they  receive  them  under  this  provision,  they  must 
mvest  the  funds  in  farm-land  mortgages ;  they  can  invest  them  in  no 
other  securities. 

Senator  Shafroth.  What  section  of  the  bill  is  that  you  have  just 
been  reading? 

Mr.  Moss.  That  was  section  16,  but  you  wiU  find  in  section  41, 
Senator  Shafroth,  this  language : 

The  postal  savings  deposits  held  by  any  such  bank,  except  the  5  per  cent 
"eserve,  may  be  Invested  only  in  first  mortgage  or  first  deed  of  trust  loans  on 
krm  land. 

So  that,  under  this  provision,  the  trustees  of  the  posfal  savings 
vstem  could  easily  divert  postal  savings  fund,  if  tney  desired  to 
lo  so,  and  make  them  available  for  farm-land  loans.  It  is  not 
landatory,  but  permissive,  under  the  provisions  of  this  bill. 

Mr.  Platt.  Mr.  Moss,  would  this  bill  permit  the  Government  to 
ivert  the  postal  savings  funds  away  from  the  neighborhoods  in 
finch  they  were  deposited  ? 

Mr.  Moss.  I  should  not  think  that  it  would.  The  only  modifica- 
ion  in  the/law  here  is  that  it  makes  it  permissible  to  deposit  those 
unds  in  these  banks  to  the  same  extent  that  they  can  deposit  them  in 
he  Federal  reserve  banks;  and  the  restriction  in  the  case  of  the 
Tederal  reserve  bank  is  that  they  shall  be  deposited  in  the  immediate 
ocality  in  which  they  are  received. 

Mr.  Platt.  Yes ;  I  see.  Would  it  not  be  well  to  repeat  that  limi- 
ation  in  this  bill,  somewhere  ? 

Mr.  Moss.  That  would  be  entirely  agreeable  to  me  personally. 
^ould  it  be  agi-eeable  to  you.  Dr.  Coulter? 

Mr.  Coui-TER.  Yes,  indeed. 

Mr.  Moss.  I  wish  to  say  that  this  section  was  written  by  the  com- 
nission  at  our  last  sitting,  because  the  law  had  been  changed  in 
"egard  to  postal  savings  funds,  and  it  was  necessary  to  rewrite  it, 
md  that  specific  thought  had  not  occurred  to  the  commission. 

It  is  not  necessary,  I  belive,  for  me  to  speak  of  the  reserves  in  this 
ystenu  We  adopted  the  same  system  of  reserves  of  deposits  that  is 
laed  under  the  new  banking  and  currency  act,  namely,  12  per  cent 
d  checking  deposits  and  5  per  cent  of  time  deposits. 

I  want  to  call  the  attention  of  the  committee  to  the  charges  pro- 
dded for  administration.    In  this  bill  these  charges  are  fixed  at  1 
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per  cent.  It  is  not  the  feeling  of  the  commission  that  the  admin 
tion  charges  will  amount  to  1  per  cent,  once  the  system  is  actiia 
operation.  The  Credit  Foncier  and,  I  think,  some  other  institi 
are  limited  to  0.60  of  1  per  cent.  But  competition  regulates 
charge,  and  almost  universally  in  Europe  0.35  per  cent  in  joint- 
companies  is  the  charge  made  for  administration  expenses,  and 
purely  mutual  associations  it  drops  as  low  as  0.15  per  cent. 

As  this  is  a  very  competitive  bill,  involving  widely  competir 
stitutions,  we  may  safely  accept  that  competition  will  finally  c( 
the  charges  of  the  bank.    Banks  in  Europe  charging  0.35  pei 
for  administration  and  limited  to  the  issue  of  15  times  their  ci 
and  surplus  in  bonds  were  making  anywhere  from  9  to  15  pei 
annual  profits  and  dividends.     So  that  there  is  no  question 
reasonable  profits.     And  yet  those  P^uropean  banks  have  a 
what  better  opportunity  to  make  money  than  these  farm-land 
in  this  country  will  have,  because  the  joint-stock  bank?  ha\ 
right  to  loan  upon  all  classes  of  real  estate,  and  they  also  do  hu 
with  cities,  a  communal  business,  that  banks  in  the  United  J 
would  not  have.    Cities  in  Europe  do  a  loan  business  through 
gage  banks  that  would  be  done  here  through  the  issuance  of  m 
pal  bonds. 

Mr.  Hayes.  You  would  not  hold  out  the  hope  that  the  c 
administration  could  be  reduced  in  this  country  under  an} 
like  present  conditions  to  anywhere  near  0.35  per  cent,  would 

Mr.  Moss.  If  the  commission  had  thought  that,  we  would  ha^ 
that  limit  in  the  bill.  We  thought  we  ought  to  be  liberal  in 
maximum  charges  and  allow  competition  to  name  the  uiin 
The  opinion  of  the  commission  is  that  competition  will  br 
below  1  per  cent.  The  point  I  want  to  make  is  that  we  put  it 
maximum  and  leave  it  to  competition  to  regiilate  it.  1  think  it 
be  a  serious  mistake  to  put  the  administration  charges  too  low 

Mr.  Hayes.  Yes;  of  course,  a  man  must  have  some  hope  of 
or  he  will  not  go  into  this  business. 

Mr.  Moss.  Yes;  and  I  do  not  believe  that  under  present  ci 
stances  1  per  cent  is  too  high. 

I  want  to  call  particular  attention,  however,  to  the  fact  that 
administration  charges  are  to  be  computed  on  the  principal  si 
maining  unpaid.  Now,  there  is  a  difference?  between  this  pla 
the  Woodruff  plan.  Under  the  Woodruff  plan  their  administ 
charge  is  basea  upon  the  par  value  of  the  original  h^an,  an< 
runs  all  the  way  through  the  life  of  the  loan.  But  under  th 
visions  of  this  bill  as  we  have  drawn  it  the  administration  ci 
will  fall  with  each  payment  upon  that  part  of  the  principal  wl 
unpaid — which  I  think  is  undoubtedly  the  correct  prmciplc 
will  not  remain  upon  the  par  value  of  the  loan.  The  commit 
course,  will  decide  which  it  deems  to  be  the  best.  But  it  se< 
me  that  administration  char^res  ought  to-be  upon. the  sum  th 
rower  owes  the  bank  and  not  upon  the  original  sum  which  h 
rowed,  and  much  of  which  may  have  been  repaid  to  the  bank. 

Mr.  Platt.  Will  not  that  be  a  complicated  thing  to  determin 

Mr.  Moss.  No;  one  system  is  as  easv  of  computation  as  the 
It  is  a  question  of  mathematics,  and  while  I  am  not  an  expert  i 
matieian  I  can  figure  it  out  easily ;  there  is  not  a  bank  in  the  1 
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bates  that  will  be  troubled  in  the  least  about  makinff  the  computa- 
tion, Mr.  Piatt. 

jMt.  Hayes.  Well,  it  just  occurs  that  there  might  be  a  variation  as 
"to  that;  but  your  bill  applies  to  each  individual  case? 

Mr.  Moss.  Yes.  And  I  want  to  call  the  attention  of  the  committee 
to  the  fact  that  the  amount  and  number  of  payments  to  be  made  by 
"the  borrower  are  set  forth  in  the  mortgage  and  can  not  be  changed, 
so  tliat  each  instrument  will  bear  upon  its  face  just  what  sum  the  bor- 
rower has  to  pay  in  order  to  meet  his  periodic  payments,  which,  I 
thixLL,  is  a  very  ;rood  provision,  as  it  enables  the  borrower  to  under- 
**arxd  precisely  the  nature  of  tlie  obligation  he  is  entering  into  at  the 
^iinie  he  makes  it. 

r  >voiild  not  speak  of  the  nppraisement  committee  if  it  were  not  for 
"le  fact  I  have  received  in  my  correspondence  from  critics  of  the  bill 
certiiin  criticisms  of  the  appraisement  committee  as  organized  under 
^he    tierms  of  the  bill. 

X*lie  appraisement  committee  is  to  be  composed  of  three  persons, 
J^c>  shall  be  directors  of  the  bank.    However,  the  provision  is  that 
—^y  ^hall  appraise,  or  cause  the  appraisement  to  l)e  made:  thon^fore 
.^3^  live  given  full  opportunity  to  employ  an  expert  or  to  seek  out- 
5i^^  advice,  if  they  care  to  do  so.    But  the  three  directors  must  be 
th^    responsible  committee  to  the  bank,  which  is  entirely  right  and 
Proper;  but  under  the  language  of  the  bill  they  may  make  the  ap- 
praisement themselves  or  cause  it  to  be  made  by  others.    Therefore 
+u    JP^^^^s  ^^^^^  ^^^  criticizing  that  feature  certainly  have  not  read 
^"^o  language  of  the  bill  carefully  upon  that  point. 

In  regard  to  the  examinations,  we  have  j)rovided  for  the  same 
^^laminations  that  are  given  national  banks,  and  have  provided  also 
*nat  they  shall  be  made  by  the* same  examiners,  provided  the  Treas- 
l^iy  Department  wishes  tliat  to  be  done.    T  woula  probably  feel  that 
Jf  the  system  becomes  widely  extended  there  would  be  special  exam- 
iners appointed,  and  such  provision  is  Avritten  in  the  bill;  but  in  the 
early  stages,  where  there  would  be  just  a  bank  here  and  a  bank  there, 
Certainly  it  would  not  l)0  economical  to  detail  a  special  examiner  to 
go  out  to  mak6  these  examinations:  and  so,  under  the  provisions  of 
the  bill,  any  regular  bank  examiner  may  be  detailed  by  the  Treas- 
ury Department  to  make  the  examination,  or  the  Treasury  Depart- 
ment may  select,  if  it  cares  to  do  so,  a  special  examiner  for  this  worlc. 
There  is  one  other  question  under  the  head  of  "privileges*'  that 
I  would  like  to  discuss;  and  then  I  want  to  sum  up  the  wliole  matter. 
The  word  "privileges"  probably  ought  not  to  appear  in  the  Ml!. 
It  would  be  very  much  better  to  have  the  word  "powers"  ratl.cr 
than  the  word  "privileges."    As  this  bill  is  constnicted  the  hniik- 
have  two  powers.    One  is  general,  and  every  bank  orirnnized  urnler 
the  bill  will  have  certain  powers.     That  is  set  forth  in  >e^*ti')n   ir,. 
There  they  are  given  general  powers,  and  they  are  also  given  s])oeifin 
powers  tHat  are  inherent  in  every  bank  that  is  organized:  and  it 
makes  no  difference  in  what  State  the  bank  may  be  located,  all  banK.s 
stand  equal.    There  can  be  no  objection  to  that.    But  later  on  in  (he 
bill,  section  34,  there  are  certain  other  powers  which  are  here  calhnl 
"privileges."    I  am  going  to  suggest  that  the  word  "powers''  would 
be  very  much  better  than  the  word  "  privileges." 


Digitized  by 


Google 


120  BUBAL   CBEDITS. 

Mr.  Hayes.  Excuse  me,  Mr.  Moss,  but  the  word  "  powers  "  would 
hardly  cover  it. 

Mr.  Platt.  No  ;  that  word  would  hardly  cover  it 

Mr.  Moss.  You  are,  perhaps,  right;  but  I  was  fearful  lest  the 
lan^age  might  be  construed  to  mean  special  privileges,  which  would 
be  m  violation  of  good  public  policy.    The  bill  reads : 

The  foregoing  privileges,  or  such  of  them  as  the  commissioner  of  tsLrm-luaA 
banks,  with  the  approval  of  the  Secretary  of  the  Treasury,  may,  by  genenl 
rules  applicable  to  all  banks  organized  hereunder,  from  time  to  time  designate 
shall  apply  to  national  land-bank  bonds  issued  under  authority  of  this  act  only 
as  when  the  following  conditions  (or  such  of  them  as  the  commissioner  of  farm- 
land banks,  with  the  approval  of  the  Secretary  of  the  Treasury,  may,  from 
time  to  time,  by  like  general  rules  designate),  are  likewise  put  into  ^ect  In 
any  State  or  States. 

Mr.  Weaver.  Why  can  you  not  use  both  words,  Mr.  Moss? 

Mr.  Moss.  Very  well.  I  am  gratified  that  the  committee  correctly 
comprehends  the  purpose  of  the  language.  Now,  I  want  to  call  your 
attention  to  the  fact  that  these  privileges  or  powers,  whichever 
word  you  choose  to  use,  are  g^ven  to  all  the  banks  in  any  one  State 
at  the  same  time,  and  are  given  to  every  State  at  the  sfune  time 
that  meets  the  rules  and  regulations  laid  down  by  the  Federal  au- 
thorities. There  is  absolutely  no  discrimination  against  any  bank 
or  against  the  banks  of  any  State.  So  that,  while  at  the  beginninff 
these  general  powers  that  every  bank  would  inherently  have  woula 
be  given  to  every  bank  in  the  United  States,  these  additional  powers 
would  be  given  just  State  by  State  as  the  States  may  met  the  i^gula- 
tions  and  requirements  laid  down  by  the  Federal  authorities.  That 
is  a  feature  that  I  called  the  attention  of  the  committee  to  yesterday, 
that  we  were  trying  to  create  an  inducement  or  better  State  legis- 
lation. 

I  think  there  is  no  use  to  speak  about  the  loan  agencies  or  the  sale 
agencies,  but  I  will  speak  a  word  or  two  about  the  general  adminis- 
trative features  of  the  bill. 

It  is  modeled  after  the  national  banking  law  and  placed  under  the 
Treasury  Department,  and  gives  very  large  discretionary  powers 
to  the  commissioner  of  farm-land  banks,  but  not  as  great  powers  as 
have  been  given  to  the  Comptroller  of  the  Currency.  The  national- 
bank  system  is  the  model  for  the  world  for  efficiency  of  general 
administration,  freedom  from  graft,  for  honesty,  and  for  publicity, 
I  say  it  is  a  model  for  the  world  in  its  purely  administrative  features, 
and  we  do  not  believe  you  could  have  any  better  model  than  that 

But  the  commission  has  no  pride  about  whether  you  call  the 
ruling  Federal  officer  "Commissioner  of  land  banks"  or  by  some 
other  name;  whether  you  give  him  $0,000  a  year,  or  more  or  less 
than  that  sum.  That  is  a  matter  that  I  should  have  no  pride  of 
opinion  about.  But  it  seemed  to  us,  as  the  national-bank  system 
has  been  honest  and  has  been  administered  so  well,  that  we  could  not 
adopt  a  better  system  of  administration  than  our  well-known  Amer- 
ican model. 

Now,  as  to  the  result  of  the  establishment  of  these  banks  in 
Europe,  I  think  it  may  fairly  be  said  that  they  have  banished  usury; 
they  have  given  to  agriculture  as  low  rates  of  interest  as  other  lines 
of  business,  and  often  as  low  rates  as  communities  in  their  organized 
capactiy  enjoy. 

Mr.  Weaver.  Let  me  ask  you  a  question,  just  for  informaticHi. 
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*.   McMSS.  Yes;  certainly. 

•.  Weaver.  With  regard  to  the  laws  in  Europe,  with  which  I  am 
familiar,  with  regard  to  usury,  what  penalties  do  they  have 
iT  the  laws  there?  We  have  a  national-bank  act  which  pre- 
►es  a  penalty,  and  all  the  States  have  laws  on  the  subject,  some 
liich  are  very  radical.  For  instance,  in  the  old  Indian  Territory. 
re  I  used  to  live,  a  man  who  charged  usury  lost  both  principal 

interest ;  and  that  was  formerly  the  law  also  in  Arkansas  and  in 
e  of  the  other  States. 

[r.  Moss.  I  would  not  want  to  speak  with  definiteness  upon  that; 
resume  Dr.  Coulter  could  reply  to  that  more  definitely,  and  I  will 

him  to  do  so  in  a  moment.  I  know,  however,  that  in  nearly 
ry  country  of  Europe  the  statement  was  made  that  before  these 
iks  were  organized  the  interest  ran  from  20  per  cent  to  even  100 

cent,  and  usury  was  rampant.  Dr.  Coulter,  what  are  the  laws  of 
rope  in  regard  to  usury? 

)r.  Coulter.  Some  of  the  countries  are  entirely  without  any  spe- 
1  law  on  the  subject,  depending  upon  their  financial  system  to 
tie  the  whole  question.  Others  have  special  laws  against  usury, 
1  many  of  them  are  very  local.  For  instance,  in  parts  of  Russia 
:ound  that  the  local  administrative  officers  decided  what  was  the 
>per  or  legal  rate  of  interest.  But  the  practice  in  Europe  is  so 
rying  that  it  would  be  very  difficult  to  answer  the  question  exactly. 
4lr.  Hayes.  The  conditions  are  the  same  in  this  country.  In  some 
it^  there  are  no  usury  laws.  We  have  none  in  California. 
Senator  Shatroth.  And  we  have  none  in  Colorado. 
Vf r.  Moss.  I  wanted  to  say  that  the  fact  that  impressed  me  most 

Europe  was  that  there  was  very  lax  Government  supervision. 
le  banks  in  Europe  have  either  a  lar^e  capital  or  a  high  degree  of 
sponsibility  to  the  shareholders.  They  have  eliminated  specula- 
n  by  declaring  the  purpose  of  the  loan,  as  a  rule ;  and  these  facts 
ve  been  a  great  protection,  without  the  necessity  for  governmental 
pervision.  They  do  not  have  the  degree  of  governmental  super- 
don  that  we  have  in  this  country. 

Mr.  Plait.  It  is  usually  agreed  by  students  of  finance  that  usury 
Ns  are  out  of  date,  and  are  either  detrimental  or  inoperative. 
Mr.  Moss.  Yes. 

Mr.  Weaver.  I  would  not  agree  with  that  if  all  the  political  econo- 
sts  and  financiers  in  the  world  agreed  to  it.  Of  course,  as  a  gen- 
ii proposition,  you  can  not  fix  the  value  of  money  by  a  statutory 
actment;  but  you  can  put  penalties  that  will  have  a  deterrent 
ect  on  some  cold-blooded  shylock  who  wants  to  take  his  pound  of 
sh. 

Mr.  Hayes.  Did  you  ever  know  of  a  case  where  usury  laws  had 
y  effect? 

Mr.  Weaver.  Yes;  in  our  State. 

Mr.  Hayes.  I  have  lived  in  States  where  there  was  a  high  penalty 
r  usury ;  and  I  have  never  seen  any  difference  resulting  from  them. 
Senator  Shafroth.  I  think  the  difference  is  in  having  a  high  usury 
te. 

Mr.  Weaver.  Yes. 

Senator  Shafroth.  I  advocated  a  usury  rate  of  12  per  cent,  whien 
\s  high  enough  to  allow  for  extreme  and  unusual  cases.  But,  as 
natter  of  fact,  some  of  the  borrowers  did  pay  that. 
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Mr.  Hayes.  They  will  all  do  it ;  they  will  all  find  some  way  to 
get  outside  of  the  law. 

Senator  Shafroth.  But  there  is  always  a  tendency  for  a  man  to 
keep  within  the  law  and  have  his  actions  lawful,  if  he  can, 

Mr.  Weaver.  We  had  an  illustration  of  that  in  Indian  Territoi]^ 
where  a  man  who  had  loaned  money  at  usury  lost  both  interest  anl 
principal. 

Mr.  Hayes.  But  he  can  put  the  transaction  in  the  hands  of  • 
broker,  and  have  the  broker  charge  a  commission,  and  accompM 
just  the  same  thing. 

Mr.  Platt.  Yes. 

Mr.  Moss.  I  think  the  usury  laws  in  the  District  of  Columbia  haw 
been  generally  disregarded.  But  it  is  the  universal  testimony  thil 
in  Europe  competition  under  this  system  .of  banks  has  driven  ussarj 
out  of  those  countries;  that  the  power  of  usury  has  been  broken  down, 
not  by  law,  but  by  competition,  which  is  much  more  effective  than 
if  it  was  a  question  of  law. 

Mr.  Hayes.  That  is  the  only  way  to  prevent  it. 

Mr.  Moss.  These  banks  have  been  very  much  greater  foes  to  usury 
than  all  the  restrictive  laws  that  might  he  enacted. 

Mr.  Brown.  One  is  a  natural  restraint  and  the  other  is  an  t^ 
tificial  one.  | 

Mr.  Hayes.  Yes;  one  naturally  enforces  itself,  and  the  other  can 
not  be  enforced  against  the  people  who  do  not  want  it  enforced. 

JSIr.  Moss.  These  banks  have  also  had  the  effect  of  checking  emigra- 
tion from  practically  every  country  where  these  banks  have  becama 
established.  And  you  have  only  to  look  over  the  report  of  the 
United  States  Commissioner  of  Immigration  to  see  that  a  very  small 
proportion  of  our  inmiigration  comes  from  the  countries  we  are  now 
discussing,  but  nearly  all  of  it  conies  from  the  southern  countries  of 
Europe  where  these  banks  and  the  development  of  agriculture  are 
not  well  established.  There  is  no  question  that  this  system  of  banks, 
in  connection  with  short-time  personal  credit,  has  been  one  of  the 
great  factors  in  checking  emigration  of  those  who  are  desirable 
citizens. 

Mr.  Hayes.  I  was  just  goin^^to  suggest  that  thought. 

Mr.  Pla'it.  Is  there  a  difference  between  northern  Italy  and 
southern  Italy,  for  iVistance,  in  the  organization  of  these  banks? 

Mr.  Moss.  The  line  of  credit  in  Italy  is  a  question  which  I  myself 
did  not  study.  While  I  w^as  in  Italy  I  was  just  taking  my  first  lessons 
in  Eun^pe.  and  was  looking  around  generally  over  the  subject.  In 
fact,  I  went  to  Italy  prejudiced  against  Italy  and  its  institutions, 
and  believing  that  there  was  nothing  in  Italy  worthy  of  study;  I 
gave  my  attention  there  almost  exclusively  to  personal  credits Tand 
through  a  mishap  at  the  last  moment,  I  think,  no  member  of  the 
United  States  commission  accompanied  the  subcommittee  of  the 
American  commission  that  went  through  southern  Italy  to  make  a 
study  of  land-mortgage  credits. 

Mr.  Coulter.  None  of  them  went  south,  but  we  got  practically  all 
of  those  reports. 

Mr.  iloss.  None  of  them  went  south ;  and  I  am  basing  my  opinion 
on  my  personal  studies,  and  therefore  I  can  not  answer  your  question 
as  to  Italy. 
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These  banks  have  increased  the  production  of  European  farms. 
'here  is  no  question  that  in  this  country  intelligence  is  more  widely 
iiffused  than  it  is  among  European  farmers,  and  yet,  even  under 
xisting  conditions  there,  they  are  not  only  excelling  us  in  produc- 
ion,  but  the  principal  thing  is  that  their  production  has  increased 
ilmost  exactly  in  proportion  as  this  system  of  rural  credits  has  in- 
nreased  in  those  countries. 

Tlie  system  has  given  to  the  European  farmers  permanent  im- 
provements on  their  farms — I  spoke  of  that  a  few  moments  ago — as 
compared  with  the  improvements  of  American  farms.  An  American 
farmer  is  surprised  at  the  permanent  character  of  the  improvements 
on  farms  in  Europe ;  when  they  construct  a  house  or  a  barn  they  build 
it  for  the  ages  to  come,  and  not  merely  for  the  few  years  to  come.  It 
has  stocked  their  farms  with  a  very  much  better  quality  of  live  stock 
than  the  farmers  have  in  this  countr3^  No  person  can  go  through 
Europe  without  being  struck  with  the  inmiense  superiority  of  their 
live  stock  over  ours;  and  while  you  might  expect  to  see  that  superi- 
ority upon  the  larger  and  better  farms,  you  will  be  surprised  to  find 
to  what  large  extent  the  high  quality  of  live  stock  there  has  ex- 
tended; and  I  was  told  that  this  spread  of  the  best  quality  of  live 
stock  has  been  one  of  the  direct  results  of  and  has  been  almost  in 
proportion  to  the  spread  of  the  system  of  niral  credits. 

The  s^'^stem  has  led  to  better  business  methods  among  the  farmei*s 
of  Europe.  I  spent  10  days  out  in  the  country,  away  from  a  rail- 
road, among  the  farmers  of  Germany,  living  in  one  of  their  homes, 
to  which  Mr.  von  ILngelken,  of  Florida,  a  native  of  Germany,  and 
who  can,  of  course,  speak  their  language  perfectly  well,  introduced 
me.  You  can  go  into  one  of  those  communities  where  they  have  their 
cooperative  banks  and  where  they  have  their  mutual  life  insurance 
companies  and  will  be  surprised  at  what  you  observe.  I  was  present 
on  the  day,  which  occurs  once  a  year,  when  the  stock  was  to  be 
brought  up  to  be  reappraised;  cA^ery  horse  in  that  community  had  to 
be  presented  to  an  officer  of  a  farm  company  to  show  the  exact  condi- 
tion it  was  in.  And  those  farmers  can  tell  you  in  a  moment  the 
exact  condition  of  their  local  bank;  and  all  the  Avay  through  this 
system  of  banks  had  led  to  better  business  methods  among  farmers  in 
Europe  than  you  will  find  among  fanners  in  xVmericn. 

It  has  encouraged  cooperation  in  all  linos  of  rural  business.  You 
will  find  in  the  countries  I  visited  a  vei'y  much  closer  cooperation 
among  the  farmers  in  business  methods  than  you  will  find  among 
farmers  in  the  United  States.  It  has  given  birth,  as  I  have  said,  to 
personal-credit  systems. 

And,  finally,  it  has  broken  up  or  is  breaking  up  the  large  estates 
and  subdividing  them  or  parceling  them  out  into  smaller  farms. 
We  must  remember  that  Europe  inherited  certain  disabilities  from 
its  political  systems,  its  feudal  systems,  and  its  systems  of  entailed 
estates.  It  is  overcoming  these  disabilities  by  having  the  power  to 
break  down  entailed  estates.  It  has  overcome  other  disabilities  by 
breaking  down  the  feudal  systems  there  and,  to  some  extent,  the  mon- 
archial  institutions.  Wherever  you  go  in  Europe  you  will  find  that 
even  the  highest  officers  of  the  Government  are  carefully  studying  the 
question  or  how  to  apply  this  rural  credit  system  and  make  it  reach 
down  to  the  peasant  class.    This  system  is,  more  than  any  other  one 
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force  at  the  present  time,  standing  between  the  or^nized  Gtovero* 
ments  of  Europe  and  the  absolute  control  of  these  Governments  by 
socialism.  If  you  take  away  this  union  among  farmers  in  Europe, 
their  cooperation  along  business  lines,  socialism  would  sweep  over 
Europe  at  the  very  first  election.  One  of  the  great  benefits  Uiti 
Government  itself  is  receiving — organized  government  as  agaijut 
socialism ;  I  am  not,  of  course,  using  the  word  socialism  as  refeninff 
to  an  overthrow  of  government;  but  you  will  find  that  the  contrM 
of  the  Governments  of  Europe  to-day  rests  upon  the  solidarity  of  the 
agricultural  classes  that  have  been  knit  together  by  this  system. 

And,  lastlv,  the  system  has  caused  a  permanent  rural  population- 
something  that  we  do  not  have.  By  a  permanent  rurstl  population 
I  mean  a  people  who  expect  to  live  and  die  upon  the  particular  farm 
which  is  their  home,  and  give  it  to  their  children,  wno  in  turn  wiQ 
live  and  die  upon  it. 

Mr.  Weaver.  Right  there,  is  there  any  tendency  in  those  countrieB, 
as  there  is  in  this  country,  for  the  men  to  get  away  from  the  farms 
and  into  the  cities? 

Mr.  Moss.  Just  the  same  kind  of  growth  of  the  cities  there  as 
here.  There  is  no  question  that  the  tendency  is  there;  it  is  ap- 
parently world-wide.  It  has  been  checked  more  in  France  than  it 
has  been  checked  in  Germany.  But  it  has  been  checked  in  France 
by  certain  laws  more  of  a  social  nature  than  of  an  economic  nature. 
There  are  three  laws  recently  passed  in  France  which  are  said  to  be 
largely  of  a  social  purpose  or  origin.  One  is  the  Government  loan- 
ing money  at  2  per  cent  interest  in  small  amounts  to  any  person  for 
the  purpose  of  buying  a  farm  home.  The  second  is  that  any  person 
living  on  a  farm  until  he  has  reached  the  age  of  65  years  shall  be 
entitled  to  receive  the  same  pension  as  if  he  were  a  Government 
official ;  and  the  third  is  that  if  any  person's  crop  is  lost  by  hail  the 
Government  itself,  without  any  insurance  fee,  meets  the  loss.  Those 
three  laws  were  passed  by  France  in  order  to  check  the  immigration 
into  the  cities. 

Mr.  Weaver.  "When  were  they  passed  ? 

Mr.  Moss.  Just  a  few  years  ago.    How  long  was  it.  Dr.  Coulterl 

Mr.  Coulter.  Thev  have  hardly  gone  into  effect  yet 

Mr.  Moss.  I  think  the  one  relating  to  hail  has  just  gone  into 
effect. 

Mr.  Coulter.  Yes. 

Mr.  Moss.  The  minister  of  agriculture  said  that^  after  the  Gov- 
ernment of  France  had  pensioned  all  Government  officials  when  they 
reached  the  age  of  65  years,  he  noticed  some  husky  boys  on  farms 
trying  to  get  Government  positions  in  order  to  be  in  line  for  that 
pension.  So  it  suddenly  occurred  to  him  that  it  would  be  a  very 
good  thing  to  give  the  pension  to  the  man  on  the  farm,  so  as  to  take 
that  temptation  away  from  the  farmers.  And  so  they  have  pro- 
vided in  France  that  if  a  man  remains  on  the  farm  until  he  is  66 
years  old,  he  shall  draw  a  Government  pension  to  the  same  degree 
as  if  he  were  a  Government  official.     [Laughter.] 

Mr.  Seldomiodge.  What  has  been  the  effect  on  the  rural  popula- 
tion of  Germany  of  the  military  conscription  program  which  they 
have? 

Mr.  Moss.  Upon  that  question  I  spoke  more  with  the  United 
States  consuls  than  with  any  other  persons,  and  I  was  surprised  to 
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find,  without  exception,  that  the  United  States  consuls  are  in  favor 
of  enforcing  compulsory  service  in  the  Army,  stating,  without  ex- 
ception, that  the  man  who  was  in  the  Army  and  came  back  was  a 
better  citizen.  His  army  life  taught  him  sanitation;  it  taught  him 
self-control;  educated  hmi  along  broader  lines;  and  that  he  came 
home  a  better  citizen  and  a  better  business  man  than  the  person  who 
did  not  go  into  the  Army. 

Mr.  SEiJ)OBcmooE.  Do  these  men  who  go  into  the  Army  come  back 
to  the  farm  willingly  and  remain  there,  or  do  they  seek  the  cities? 

Mr.  Moss.  They  generally  stay  on  the  farm  in  Germany.  In 
France  it  was  noted  that  when  they  came  back  there  was  more  of  a 
tenden^  to  go  to  the  city. 

Mr.  Seldomrtoge.  Let  me  ask  you  another  question.  What  is  the 
condition  of  female  labor  on  the  farms  of  Europe? 

Mr.  Moss.  I  think  that  the  general  employment  of  female  labor 
on  the  farms  in  Europe  is  the  one  great  blot  on  European  agricul- 
ture. The  thing  that  makes  it  impossible  for  an  American  to  go 
there  and  come  away  without  a  feeling  of  utter  disgust  is  the  extent 
to  which  women  work  on  the  farms,  the  long  hours  of  labor,  and  the 
hard  tasks  they  are  given  to  do.  As  a  general  rule,  women  do  vastly 
more  work  on  agriculture  than  the  men. 

Mr.  SEUX)MRn>GE.  Do  you  think  that  female  labor  has  been  a  con- 
tributing factor  to  the  success  of  German  agriculture? 

Mr.  Moss.  Not  at  all.  It  has  been  a  contributing  factor  to  the 
industrial  supremacy  of  Germany,  because  it  has  set  free  a  great  deal 
of  their  man  labor  on  the  farm  and  transferred  it  to  the  factory. 
You  will  find  in  Germany  men  living  30  miles  from  the  city  where 
they  work,  going  back  and  forth  daily.  They  may  live  80  or  40 
miles  away  from  their  work.  I  saw  men  who  lived  6  miles  from 
the  railroad  station;  they  rode  to  the  station  on  wheels  and  then 
went  on  the  train  into  the  city,  worked  through  the  day,  and  tlien 
returned  to  the  farm  at  niffht.  The  work  on  tne  farm  was  done  by 
the  women,  so  that  where  the  woman  labor  has  displaced  man  labor 
(in  the  farm,  that  condition  has  increased  the  industrial  output  of 
Germany,  but  it  has  not  made  their  agriculture  more  effective. 

Mr.  Platt.  Have  you  any  evidence  that  it  does  the  women  any 
harm  ? 

Mr.  Moss.  Sir? 

Mr.  Platt.  Have  yon  any  evidence  that  it  does  the  women  any 
harm? 

Mr.  Moss.  Well,  I  am  not  a  judge  of  women;  I  do  not  care  to 
express  any  opinion  in  regard  to  that. 

Now,  there  are  no  national  difficulties  in  the  way  of  this  bill  here. 
We  have  a  great  Nation,  but  the  difference  between  our  States  and 
between  the  different  sections  of  our  Nation  are  no  greater  than  the 
differences  between  different  nations  in  Europe.  This  system  is 
really  a  continental  system;  it  is  modified  a  little  here  and  a  little 
there,  but  if  you  adopt  the  State  as  a  unit  I  am  certain  there  are  no 
inherent  difficulties  in  our  way,  because  our  States  do  not  differ  from 
one  another  more  widely  in  agricultural  conditions  than  do  European 
countries. 

And  I  call  your  attention  to  the  fact  that,  in  my  judgment,  this 
legislation  should  be  enacted  without  any  unusual  delay. 
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Mr.  Woods.  Do  you  know  of  any  European  countries  which  hiit;  - 
established  this  system  that  do  not  directly  or  indirectly  grant  con 
siderable  Government  aid? 

Mr.  Moss.  Oh,  yes. 

Mr.  Woods.  Wfiich  ones? 

Mr.  Moss.  There  is  very  little  Government  aid  given  in  Hungut; 
very  little.  In  Austria,  where  they  started  with  two  national  cremt 
institutes,  the  Government  contributed  a  certain  amount  of  foundt- 
tion  capital  and  then  a  certain  other  amount  was  contributed  by 
nobles  in  "  foundation  shares,"  but  all  the  foundation  shares  hgn 
been  repaid  and  of  the  Government  capital  a  small  amount  has  not  §- 
been  repaid.  Thei-e  is  no  other  aid  given  in  Hungary  except  merely 
the  small  contribution  toward  the  foundation  capital.  Is  not  thit 
true,  Doctor? 

Mr.  Coulter.  Yes,  sir. 

Mr.  Moss.  In  France  the  Government  contributed  $2,000,000  to 
the  Credit  Foncier  at  the  beginning,  in  1862,  and  there  has  been  no 
further  monetary  assistance  given,  either  directly  or  indirectly,  to 
the  Credit  Foncier  since  18r)0.  It  has,  however,  certain  privileges, 
which  I  spoke  of  as  giving  to  it  a  monopoly,  that  were  granted  by&w. 

Mr.  Platt.  How  about  loans  in  France?  Is  there  not  a  consid- 
erable amount  the  Government  loans? 

JSIr.  Moss.  There  are  Government  loans  for  special  governmentil 
purposes.  I  will  speak  about  that  in  a  moment.  I  am  now  speaking 
about  the  Credit  Foncier.  The  vast  volume  of  real-estate  loans 
are  made  from  private  capital  by  the  Credit  Foncier.  ^     1 

Mr.  BuLKLEY.  Does  the  French  Government  deposit  funds  with  | 
the  Credit  Foncier? 

Mr.  Moss.  No,  sir.  The  deposits  of  the  Credit  Foncier  come 
largely  from  the  system  of  lottery.  They  have  a  drawing  that  takes 
place,  we  will  say,  everv  six  months,  or  oftener,  as  the  case  may  be. 
A  ticket  is  really  a  bona.  You  buy  a  ticket,  and  that  is  really  a  bond 
of  the  same  par  value  as  the  price  of  the  ticket,  repayable,  we  will 
say,  in  75  years,  and  it  bears  a  low  rate  of  interest,  payaple  semi- 
annually. There  is  no  security  gjiven  except  the  good  will  of  the 
bank.  Now,  then,  when  the  drawings  take  place,  if  your  particular 
ticket  draws  a  prize,  then  you  surrender  your  bond  at  once  and  get 
ft  large  cash  pa^'ment;  but  there  are  only  one  or  two  who  get  these 
large  cash  prizes  or  bonuses.  If  you  do  not  draw  a  prize  you  would 
have  the  bond,  which  is  a  note  of  the  Credit  Foncier,  payable  in 
about  75  years  and  drawing  interest  every  six  months.  It  has  no 
lottery  feature  except  in  that  way — not  in  the  sense  that  you  put 
something  in  and  get  nothing  back.  You  put  something  in  and  you 
may  get  a  great  deal  back,  and  you  are  sure  of  getting  a  small  rate 
of  interest  and  at  the  end  of  75  years  getting  your  money  back. 
And  the  gambling  instinct  of  the  Frencli  nation  has  been  so  great 
that  it  has  in  fact  enabled  the  Credit  Foncier  to  secure  the  great 
bulk  of  the  savings  of  the  French  nation. 

The  Credit  Foncier  emits  two  distinct  classes  of  obligations  to 
secure  loanable  funds,  neither  one  of  which  is  payable  on  demand. 
The  first  class  of  these  obligations  represents  deposits,  and  under 
the  terms  of  this  bill  would  be  either  demand  or  time  deposits.  The 
French  bank,  however,  sells  lottery  tickets.  Each  ticket  is  a  bond 
or  long-time  note  against  the  bank,  bearing  interest  payable  semi- 
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jmually.  The  bond  itself  usually  matures  75  years  after  the  date  of 
ss\ie.  The  obligations  have  no  security  except  that  of  the  good 
jrill  of  the  bank.  In  this  manner  the  French  bank  escapes  carrying 
I  long  line  of  demand  or  short-time  obligations  and  can  loan  its 
ieposits  very  freely  on  lonc^-time  amortization  mortgage  loans. 
rhe  risk,  whatever  it  may  be,  is  carried  by  the  holders  of  the  lottery 
bonds. 

The  second  class  of  obligations  is  land  bonds,  similar  in  every 
feature  to  the  same  class  of  obligations  issued  by  the  banks  under 
the  terms  of  this  bill,  excepting  that  the  French  bank  can  issue  20 
times  its  capital  and  surplus  in  land  bonds,  whereas  under  this  bill 
banls  are  restricted  to  15  times. 

The  investment  of  capital  and  surplus  is  similar  in  both  instances. 
The  capital  must  be  permanently  invested  in  Government  bonds, 
short-time  real-estate  loans,  or  in  promissory  securities,  which  are 
permitted  to  be  rediscounted  by  the  Government  bank. 

It  is  perfectly  obvious  that  the  American  public  would  not  in- 
vest in  such  securities  as  the  low-interest,  long-time,  unsecured  lot- 
tery bonds ;  nor  will  the  moral  sense  of  our  people  permit  the  legal 
authorization  of  the  lottery  scheme  to  attract  funds  even  for  as 
laudable  purpose  as  the  reloaning  of  these  funds  for  the  benefit  of 
agricultural  developmeut.  We  have  written  into  this  bill  everv' 
commendable  feature  of  the  French  bank  which  is  well  adapteil 
to  our  environments  and  our  national  ideals. 

Mr.  Woods.  What  does  the  Bank  of  France  do  with  the  franchise 
tax? 

Mr.  Moss.  The  Banlc  of  France  has. to  make  a  certain  proportional 
payment  of  its  profits  which  is  based  upon  the  discount  rate.  As  the 
oiscount  rate  rises,  the  percentage  rises  that  it  pays  over  to  the  min- 
ister of  agriculture  to  be  used  for  the  benefit  of  agriculture,  and  then 
it  is  loaned  to  the  regional  bank  to  be  reloaned  to  the  farmers  in  the 
way  of  personal  credits. 

Mr.  oELDOMBnwjE.  Mr.  Moss,  have  you  any  personal  observations 
to  make  upon  the  opportunities  for  investment  in  Germany,  France, 
tnd  Austria  in  industrial  corporation  shares  or  railroad  stocks,  as 
compared  with  the  opportunities  in  this  country? 
Mr.  Moss.  No. 

Mr.  Seldombhxse.  Is  it  not  a  fact  that  the  savings  of  the  peopli; 
or  the  money  free  for  investment  very  largely  has  to  go  in  real 
estate  in  order  to  make  a  return?  Or  is  there  an  opportunity  in  the 
way  of  stock  investments,  such  as  we  have  in  this  country? 

Mr.  Moss.  I  am  quite  sure  your  observation  would  not  be  wholly 
true,  by  the  fact  that  the  German  savings  bank  is  one  of  the  greatest 
institutions  in  all  the  world.  The  fact  that  the  savings  banks  in 
Gennany  have  a  deposit  of  over  $4,000,000,000  only  illustrates  one 
wav  they  invest  their  savings. 

Mr.  Hayes.  They  do  not  loan  on  real  estate  entirely  or  largely, 
even ;  they  loan  on  bonds  and  stocks. 

Mr.  Moss.  Oh,  yes;  only  20  per  cent  of  these  savings  funds  are 
loaned  on  rural  real  estate. 

Mr.  S^LDOMBiDGE.  Is  there  such  a  market  over  there  for  stocks  and 
bonds  as  there  is  in  this  country  ? 

Mr.  Moss.  I  could  not  answer  that  question  accurately.  Such 
fltocks  and  bonds  are  quoted  in  all  financial  publications. 
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Mr.  Platt.  Oh,  yes;  the  German  industrial  enterprises  are  finanoei 
in  numerous  countries. 

Mr.  Hayes.  I  think  France  beats  all  other  countries.  I  think  iim 
are  more  industrials  financed  in  France  than  any  other  country  a 
the  world. 

Mr.  Platt.  I  doubt  that;  I  think  it  is  Germany. 

Mr.  Hayes.  No  ;  I  think  it  is  France. 

Mr.  Seldombtoge.  Are  they  both  colonially  and  locally? 

Mr.  HIayes.  Both  colonially  and  locally.  The  people  in  Franc 
are  the  greatest  savers  in  the  world  and  invest  their  money  all  ore 
the  world. 

Mr.  Moss.  Everywhere  I  went  in  Europe  they  said  France  is  th 
greatest  nation  to  hoard  its  earnings  in  tne  world.  Everjrwhere  tfc 
credit  was  given  to  the  women  of  France  for  this  result. 

Mr.  Hayes.  I  have  seen  them  working  side  by  side  with  their  hu! 
bands  at  all  stages  of  the  proposition. 

Mr.  Seldombidge.  And  they  have  solved  the  problem  of  utiliziin 
waste  to  a  considerable  extent. 

Mr.  Moss.  Now,  gentlemen,  I  want  to  speak  of  a  matter  that  wn 
touched  on  yesterday,  in  regard  to  the  influences  working  agaiitft 
this  legislation. 

Mr.  Hayes.  Before  you  leave  the  subject,  Mr.  Moss,  I  want  to  see 
if  I  am  correct  about  this:  In  Germany,  where  these  credit  associt- 
tions  have  reached  the  highest  financial  state  and  where  they  M 
began,  there  is  no  financial  Government  aid  at  all. 

Mr.  Moss.  It  is  true  in  regard  to  land  mortgaging.  The  RaiflFeisen 
institutions  for  personal  credit  in  Germany  absolutely  refuse  Govern- 
ment aid  and  work  against  it.  There  are,  however,  a  lar^e  numbei 
of  the  personal-credit  associations  which  have  been  compelled  by  th 
German  Government  to  be  federated  together  and  to  accept  certain 
Government  aid. 

Mr.  Hayes.  Somebody  spoke  of  the  Landschaften  and  Raiffeisei 
societies.  They  never  have  received  Government  aid  and  do  nol 
want  it. 

Mr.  Moss.  That  is  tnie.  The  land-mortgage  associations  in  Ger 
many  are  absolutely  without  Government  aid.  In  Hungary  they  di( 
receive  Government  aid  in  order  to  get  started,  but  nothmg  to  ex 
tend  their  operations.  In  France  the  Credit  Foncier  received  Gov 
ernment  aid  to  get  started,  but  nothing  after  organization. 

Now,  in  Austria  you  have  the  country  where  the  land-mortgajj 
business  is  being  conducted  imder  Government  auspices  absolotcq 
It  is  not  under  national  auspices,  but  each  of  the  Provinces  in  AtM 
tria  guarantees  the  bond  and  thus  gives  the  local  association  a  mc 
nopoly. 

When  Dr.  Coulter  corses  before  you  he  will  speak  to  you  abor 
Russia  and  those  countries  I  did  not  visit.  I  think,  however,  i 
Italy — and,  as  I  say,  I  did  not  study  their  mortgage  banks — ^tbci 
was  a  foundation  capital  given  to  some  of  the  banks  to  be  loaned  c 
mortgages. 

But,  in  the  case  of  land-mortgage  banks  and  institutions,  in  i 
sense  of  the  w6rd  in  continental  Europe  has  it  been  generally  d 
veloped  or  is  it  being  generally  sustained  by  Government  aid — abe 
luteiy  not. 
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Now,  if  there  are  any  other  questions,  I  am  at  the  service  of  the 
xnnmittee.  If  not^  I  am  going  to  speak  of  some  influences  which 
liave  come  to  my  mind  working  against  this  legislation. 

First,  I  am  going  to  call  to  your  attention  resolutions  which  have 
been  passed  in  two  States  by  farmers'  congresses  and  call  your  atten- 
tion to  the  important  features  of  such  resolutions. 

Here  is  a  resolution  passed  in  Colorado.  I  will  read  it  complete, 
18 1  desire  to  have  it  in  the  record : 

Whereas  we  recognize  the  great  importance  and  necessity  of  cooperative  effort 

among  our  fanners ;  and 
Whereas  we  recognize  the  vast  difference  In  conditions,  environment,  and  tem- 
perament of  the  European  farmers  (among  whom  cooperation  has  proven  so 
tmccessful)  and  the  American  farmers;  nnd 
Whereas  we  believe  that  cooperation  can  be  more  generally  employed  by  the 
American  farmers  in  much  of  their  endeavors  to  their  own  advantage  and 
the  advantage  of  the  consumer  as  well :  Therefore  be  It 
Besolvedf  That  we  heartily  indorse  all  legitimate  and  conservative  means 
L  toward  cooperative  effort  in  the  rudimentary  branches  of  their  endeavors,  can- 
I  tkming  them  at  the  same  time  against  the  risks  that  would  be  involved  in  as- 
F  mmlng  liability  for  credit  purposes :  Therefore  be  it 

[    Resolved,  That  the  Colorado  Farmers*   (Congress  hereby  heartily  indorses 
i  the  views  and  recommendations  expressed  in  the  minority  report  of  the  Ameri- 
can commission  and  urges  caution  in  cooperative  credit  undertaken  by  the 
tumers,  which  has  as  its  foundation  the  mutual  liability  feature. 

I  might  call  your  attention  to  the  fact  that  at  the  time  that  reso- 
lution was  adopted  the  report  of  the  United  States  commission  was 
Hot  public  and,  so  far  as  I  know,  the  minority  report  of  the  Ameri- 
can commission  was  not  public;  it  was  absolutely  not  available. 
There  is  no  question  that  the  farmers  of  Colorado  or  anybody  else 
could  have  known  nothing  about  the  views  of  the  minority  members 
of  the  commission,  and  yet  here  is  a  resolution  bravely  adopted  by  the 
State  indorsing  the  views  of  the  minority  on  a  proposition  that  had 
at  that  time  no  publicity  and  which  is  not  yet  promulgated,  and 
certainly  was  known  probably  only  to  one  man  in  the  State  of  Colo- 
rado at  that  time. 

Mr.  Weaver.  Maybe  there  was  a  leak  through  some  of  the  august 
body. 

Mr.  Moss.  The  gentleman  I  refer  to  is  a  very  competent  banker 
and  a  student  of  this  subject,  but  when  you  come  to  the  question  of 
the  farmers  of  the  State  getting  together  and  adopting  these  reso- 
lutions they  were  following  one  man,  a  banker  of  Denver.  I  do  not 
know  just  what  part  of  this  is  a  ruoimentary  proposition,  and  then 
they  have  heartily  indorsed  certain  views  which  certainly  had  no 
publicity  at  that  time  and  which  I  am  told  will  now  have  to  be  very 
nuiically  changed  before  the  authors  themselves  will  consent  to  ite 
publicanon.  And  I  think  Dr.  Coulter  will  bear  me  out  that  he  has 
received  a  request  to  change  the  minority  report  before  publication. 

The  next  resolution  comes  from  the  Stato  of  Nebraska.  It  is 
equally  interesting: 

We  note  the  recommendation  of  the  President  of  the  United  States  that 
OoogresB  speedily  pass  such  legislation  as  shall  provide  an  adequate  system 
of  credit  for  the  farmer,  to  be  commensurate  with  the  resources  and  operate 
te  the  redaction  of  interest  rates  to  a  level  with  those  given  to  other 
BDlfifprlfles. 

While  this  Congress  commends  the  patriotic  recommendation  of  the  Presi- 
ieot,  we  believe  that  the  farmers  of  the  country  are  not  yet  sufficiently  in- 
Sormed  on  this  subject  nor  sufficiently  represented  at  Washington  to  bring  to 
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the  attention  of  Oongress  the  information  and  influence  which  is  being  exerted 
by  the  powerful  banlsing  interests  toward  similar  ends. 

We  believe  that  the  subject  of  rural  credits  has  its  proper  foundation  li 
the  local  community  and  that  it  is  a  legitimate  subject  of  State  rather  tbn 
of  Federal  legislation  until  it  has  been  developed  satisfactorily  in  its  prelinl- 
nary  stages. 

We  therefore  express  our  conviction  that  Federal  legislation  upon  this  lul- 
Ject  at  this  time  is  untimely  and  may  possibly  operate  to  defeat  the  ends  it  li' 
designed  to  serve,  and  we  call  upon  our  representatives  in  the  Senate  aoi 
House  of  Representatives  to  proceed  with  due  caution  and  decline  to  act  opoi 
Buch  measures  as  are  or  may  be. proposed  until  they  shall  have  been  submittill 
to  representative  farmers*  organizations  for  their  approval  or  rejection.  f 

Mr.  Piatt.  It  sounds  like  good  Democratic  doctrine  to  me. 

Mr.  Wea^'er.  Who  were  the  people  that  passed  that  resolution- 
how  many? 

Mr.  Moss.  This  was  a  State  farmers'  congress  of  the  State  of 
Nebraska. 

Mr.  Weaver.  Of  the  whole  State?  When  was  it  passed  and 
where  ? 

Mr.  Moss.  I  do  not  know  that. 

Mr.  Weaver.  Some  of  these  meetings  will  just  be  simply  of  a  few 
farmers — may  be  5  or  6  or  a  dozen — and  they  pass  resolutions  lib 
the  people  of  London  who  said,  "  We,  the  people  of  London,"  wh« 
there  were  only  three  tailors.  I 

Mr.  Moss.  Now,  I  have  no  objection  to  the  statement  that  farmen  I 
should  be  represented  in  Congress.    In  fact,  I  have  tried  to  convinoe 
the  people  of  my  district  that  it  was  eminently  proper  to  send  i 
farmer  to  Congress. 

Mr.  Weaver.  And  you  succeeded  in  convincing  them? 

Mr.  Moss.  But  I  will  submit  to  the  committee,  if  this  legislatiiS 
be  deferred  until  the  farmers  in  this  country  have  a  majority  of 
Representatives  in  Congress — it  may  be  indefinitely  postponed.  The 
whole  matter  only  shows  that  resolution  was  passed  and  was  framed, 
not  in  the  interest  of  promoting  this  legislation,  but  for  the  purpose 
of  defeating  it. 

Mr.  Platt.  Would  you  say  if  the  Congress  was  largely  composed 
of  farmers  that  the  work  would  be  done  any  better? 

Mr.  Moss.  No;  I  have  never  believed,  gentlemen,  in  class  legisla- 
tion or  class  representation.  I  have  never  seen  any  reason,  however, 
why  farmers,  as  a  class,  or  why  a  farmer  who  by  natural  ability  is 
endowed  and  who  has  by  education  fitted  himself  for  the  respona- 
bility — I  can  see  no  reason  why  he  should  not  be  sent  here  as  a  Bepre- 
sentative ;  and  I  do  not  believe  the  interests  of  that  class  or  of  the  1 
Nation  would  be  imperiled  by  the  election  of  such  men.  I  would  not  i 
say  the  interests  of  the  Nation  would  be  promoted  by  the  election  of  i 
large  body  of  farmers,  as  a  class,  but  they  certainly  would  not  be 
imperiled. 

Mr.  Hayes.  Do  you  not  think  all  classes  should  be  represented? 

Mr.  Moss.  Surely. 

Mr.  Platt.  Do  you  think  a  body  of  farmers  would  be  likely  to 
pass  any  better  farm-credit  legislation  ? 

Mr.  Moss.  Oh,  no.  I  regret  to  see  that  at  the  present  time  tht 
farmers  are  not  organized  and  have  no  effective  methods  of  getting 
together  and  exchan^ng  views.  They  pursue  their  business  in  isola- 
tion and  along  individual  lines;  and  a  great  many  farmers  have  not 
sufficient  business  experience  to  pass  on  a  subject  of  this  kind. 
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I  re^t  it,  but  I  am  going  to  say  that  just  as  surely  as  this  legis- 
^tion  is  enacted,  just  as  surely  as  any  legislation  is  enacted  which 
makes  it  favorable  for  cooperation,  you  will  thereby  create  an  interest 
"by  the  farmer  in  business  of  the  farm.  You  wilffind  their  interest 
3n  public  affairs  will  grow  and  their  ability  to  discuss  and  compre- 
liend  public  (questions  will  grow,  and  they  will  have  a  profoundly 
larger  power  in  sliaping  public  opinion.  After  all,  gentlemen,  it  is 
public  opinion  that  rules  in  this  country.  It  is  not  any  particular 
class  of  citizenship ;  it  is  public  opinion. 

Now,  I  will  call  your  attention  to  a  letter  written  by  a  Member  of 
Congress  upon  this  subject;  and  as  the  chairman  has  expressed  the 
desire  that  there  should  not  be  any  individual  letters  introduced,  I 
shall  cut  out  the  name  and  just  read  the  body  of  the  letter  into  the 
record  as  showing  the  proposition.  It  is  written  under  date  of  Feb- 
ruary 3, 1914,  and  reads : 

Replying  to  your  letter  Just  received,  suggesting  a  Nation-wide  movement 
among  farmers  having  mortgages  on  their  farms  to  petition  Ck)ngre8B  for  the 

enactment  of  my  bill  (H.  R.  )  providing  for  direct  loans  to  the  farmers, 

wUl  say  I  think  it  an  exceUent  idea,  and  that  if  you  will  carry  it  out  it  wiU 
result  in  the  passage  of  my  bill  or  one  similar  to  it. 

Permit  me  to  suggest  that  you  have  a  form  of  petition  printed  on  separate 
■lips,  and  also  in  all  agricultural  papers  throughout  the  Union,  reading  something 
like  this: 

•*  I ,  a  farm  owner  of  your  congressional  district,  urge  you  to 

support  H.  II.  ,  creating  a  genuine  rural-credit  system  and  providing  for 

the  loaning  of  Treasury  notes  by  the  Government  direct  to  the  farmers  at  2 
per  cent  Interest  on  gilt-edge  real-estate  security." 

Mr.  P14ATT.  Do  you  think  it  is  necessary  to  leave  the  blank  in  there? 

Mr.  Weaveh.  Don't  you  think  they  have  the  rate  of  interest  too 
hieh! 

Mr.  Moss.  Now,  gentlemen,  I  have  spoken  to  your  chairman,  Mr. 
Bulkley,  privately,  and  I  want  to  make  the  statement  publicly  to 
the  committee  that  I,  acting  on  my  own  behalf  and,  I  am  certain, 
for  every  member  of  the  commission,  have  not  any  degree  of  pride  of 
authorship  in  this  measure.  We  have  given  to  this  matter  the  very 
best  conscientious  study  we  can  give  it.  We  recognized  the  fact  that 
so  far  as  this  country  was  concerned  there  was  no  legislative  guide 
upon  the  matter  and  that  we  had  to  pioneer  along  some  lines.  We 
are  iaterested  in  having  wholesome  legislation  on  this  subject  passed, 
and  wherever  the  committee  can  suggest  any  improvements  in  our 
labor,  or  can  in  any  way  make  it  better  or  secure  additional  informa- 
tion, we  should  be  glad  to  have  you  do  so ;  but  we  would  appreciate, 
because  I  think  the  country  expects  it,  a  prompt  report  on  the  sub- 
ject matter  treated  in  our  report.  As  soon  as  the  committee  may  find 
its  way  clear  to  put  the  matter  in  official  form  before  the  country, 
the  sooner  you  can  present  your  bill  so  that  the  people  will  understand 
it  is  the  bill  that  is  to  take  the  fire  of  criticism,  the  quicker  the  atten- 
tion of  the  countrj  will  be  focused  on  some  particular  proposition. 

At  the  present  time,  I  am  free  to  say,  this  measure  the  commission 
has  created  has  been  the  one  that  has  had,  of  course,  this  public  dis- 
cussion and  criticism.  If  vou  were  to  take  some  of  these  other  bills 
and  give  them  the  same  publicity,  criticism  would  be  directed  against 
them  J  and,  while  I  do  not  certainly  know  it,  my  opinion  is  that  such 
criticism  would  probably  be  fiercer  than  it  has  been  of  this  bill. 

Our  commission  do  not  believe  there  is  anything  in  the  history  of 
the   mortgage  credit,  or  ain^ing  in  the   devdopment  of  it  in 
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Europe,  that  has  stood  the  test  of  years  that  justiiSes  the  oonyio- 
tion  that  Government  aid  is  necessary  or  desirable  in  order  to 
introduce  the  system  successfully  into  the  United  States.  And 
it  is  not  desirable  that  there  shall  be  any  one  institution  thai 
shall  have  an  absolute  monopoly  of  real-estate  loans.  Real  estate 
of  itself  is  one  of  the  very  best  securities  in  the  world  and  ought  to  be 
the  foundation  investment  for  the  savings  of  the  Nation^  in  connee> 
tion  with  Government  bonds ;  and  all  we  can  hope  of  this  matt^  it 
to  create  a  credit  system  that  will  standardize  loans  on  real  estate  and 
make  such  securities  attractive  and  secure;  which  will  obviate  a  great 
many  of  the  present  difficulties;  which  will  do  away  with  a  gr^ 
many  of  the  costs  attaching  to  it  now.  Its  inevitable  effect  wfll  be 
to  standardize  this  business ;  it  will  lower  the  rates  in  certain  sections 
of  the  country,  draw  those  sections  gradually  toward  a  common  level, 
developing  their  agricultural  resources  and  enriching  their  farmers; 
and  will  benefit  the  whole  Nation  without  damaging  any  one  bnsi* 
ness.  There  must  be  the  very  closest  connection  between  the  dtv  and 
country ;  between  that  section  that  has  accumulated  capital  ana  that 
section  that  needs  capital ;  and  I  think  you  will  find  m  the  worlds 
historv  that  the  most  successful  mortgage  institutions  are  tihose  which 
have  been  developed  as  local  institutions,  whose  bonds  are  taken  in 
large  part  by  local  investors.  And  I  could  not  fail  to  be  impressed 
in  Europe  by  the  fact  that  the  savings  of  the  city  flowed  out  to  asosl 
in  financing  the  country,  and  thus  it  is  that  there  is  a  strong  com- 
munity interest  between  the  farm  and  the  city.  There  is  no  necessitj 
of  creating  any  monopoly  or  favored  institution  whatever  and  yon 
will  avoid  it  it  you  will  avoid  the  evil  of  direct  national  aid  of  sub- 
sidizing any  one  interest  in  this  country  at  the  expense  of  every  other 
interest. 

I  believe,  unless  there  are  some  questions,  I  have  nothing  further 
to  say  upon  this  subject. 

Mr.  Woods.  Mr.  Chairman,  it  seems  to  me  that  to  brin£  thoae 
resolutions  and  that  class  of  matter  in  in  the  consideration  ^  a  biU 
of  this  kind  brings  up  a  rather  serious  proposition.  I  do  not  know 
of  any  reason  wny  these  agricultural  societies  or  farmers  or  any 
other  class  of  men  or  any  Congressman  should  not  try  to  work  up  • 
campaign  for  or  against  any  bill.  Of  course,  I  believe  it  is  ri^ht  if 
this  Dill  or  any  bill  before  this  committee  can  not  stand  any  criticism, 
we  had  better  go  out  of  business. 

Mr.  Bui-iKLEY.  It  seems  to  me  there  is  no  doubt  about  that;  but 
it  seems  if  Mr.  Moss  receives  those  things  he  might  also  have  an 
opportunity  to  reply  to  them. 

Mr.  Platt.  That  is  true ;  but  at  the  same  time  there  is  an  impres- 
sion we  are  too  timid  about  being  criticized.  I  take  it  that  is  not  the 
purpose  of  Mr.  Moss  at  all. 

Mr.  Moss.  Mr.  Chairman,  if  there  is  any  objection,  I  ask  permis- 
sion to  withdraw  the  resolutions  from  the  record. 

Mr.  Plait.  I  do  not  object.  I  do  not  want  them  withdrawn  from 
the  record. 

(After  informal  discussion.) 

Mr.  SELOOMRmos.  Mr.  Chairman,  I  think  it  is  well  to  show  in  the 
record  these  criticisms  have  not  been  the  outgrowth  of  great  study  of 
those  measures  pending  or  the  one  Mr.  Moss  presented,  and  really 
do  not  permit  them  giving  proper  consideration  to  the  matter;  that 
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hey  are  not  the  outgrowth  of  deliberation,  and  are  really  the  pre- 
lenting  of  outside  suggestions. 

Mr.  Hayes.  And  would  not  carry  conviction  to  anybody. 

Mr.  Woods.  And  not  aimed  at  this  bill  even,  but  are  general  in 
ijuiracter. 

Mr.  SELD0MRn)G£.  I  have  resolutions  similar  to  those  presented  by 
Mr.  Moss,  which  are  directly  aimed  at  this  measure,  presented  by 
this  farm-credit  commission.  They  simply  say  it  is  the  product  of 
the  bankers'  syndicate. 

Mr.  Woods.  Nobody  has  a  right  to  say  that  on  the  evidence  here. 

Mr.  Moss.  In  this  connection,  as  a  final  word,  I  feel  the  commb- 
aon's  work  ought  to  be  xiriticized  in  the  most  severe  sense  it  can  be. 
I  feel,  however,  the  criticism  ought  to  be  directed  to  what  the  com- 
mission recognizes  rather  than  what  it  does  not  recognize,  just  as  I 
believe  your  deliberations  and  report  should  be  criticized.  It  is  not 
a  fair  criticism  against  the  commission's  work  to  say  that  thig  bill 
is  a  bankers'  bill.  There  is  not  a  banker  on  the  commission,  so  far 
as  I  know.  And  in  my  own  life  and  my  own  connections  I  have 
not  had  any  connection  whatever  with  any  banks.  But  if  I  were  a 
banker  or  if  there  had  been  a  banker  on  the  commission,  acting  under 
his  hi^h  sense  of  responsibility,  I  am  satisfied  he  would  take  just 
as  patriotic  a  view  as  our  view  of  this  subject  and  aim  to  frame  legis- 
lation which  would  be  workable  along  this  line,  as  much  as  any  other. 
The  harshest  criticism  is  in  suggesting  that  some  selfish  interest  is 
trying  to  gain  control  of  this  class  of  business ;  that  public  men  are 
being  led  by  those  influences,  which,  I  am  free  to  say,  are  less  potent 
now  than  probably  at  any  other  time  in  this  generation. 

The  only  manner  in  which  bankers  can  secure  business  under  this 
bill  is  bv  loaning  money  at  a  lower  rate  of  interest  than  is  now  ex- 
tended by  the  creditor  class.  That  is  the  purpose  of  the  bill ;  not 
to  prevent  reasonable  profits  on  this  class  of  business,  but  to  encour- 
age the  funding  of  existing  debts  into  lower  rates  of  interest.  In 
every  such  instance  the  farmer  will  gain  and  not  the  banker.  It  may 
be  that  the  interest  charge  will  be  paid  to  different  money  lenders, 
but  to  the  extent  that  the  total  charge  is  reduced  the  farmer  gains 
and  the  lender  loses,  as  compared  with  existing  conditions. 

I  want  to  thank  the  committee  very  much  for  its  kindness  and  the 
attention  which  it  has  riven  me.  I  have  taken  a  longer  time  than  I 
intended,  but  Senator  HoUis  is  responsible  for  that. 

Senator  Hollis.  I  am  very  glad  to  take  the  responsibility. 

'hb.  Moss.  I  will  ask  the  committee  to  give  Dr.  Coulter  an  oppor- 
tnnity  to  appear  and  discuss  this  matter,  and  I  am  satisfied  you  will 
find  Dr.  Coulter  not  only  extremely  well  informed  on  the  subject 
and  very  entertaining  but  that  his  contribution  will  have  a  very 
high  educational  value.  And  if  the  members  have  not  read  the 
report  that  has  been  written  on  this  by  the  United  States  Commis- 
sion I  would  again  ask,  before  you  pass  upon  this  bill,  that  you  give 
this  report  a  careful  reading. 

Mr.  JBuLKLBY.  I  am  sure,  Mr.  Moss,  we  all  feel  very  much  in- 
debted to  you  for  your  instructive  presentation. 
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House  of  Represbntativbs, 

Waahingtony  D.  C. 

The  committees  assembled  in  joint  session  at  10.30  o'clock  a.  m, 
Hon.  Robert  J.  Bulkley  presiding. 

Present:  Messrs.  Brown,  Stone,  Seldomridge,  Weaver,  Hayes 
Woods,  and  Piatt. 

Present  also :  Senator  Shafroth,  of  Colorado. 

Mr.  Bulkley.  Senator  HoUis  sent  word  that  he  is  obliged  to  at 
tend  to  some  business,  but  would  be  present  later  in  the  day,  i 
possible,  and  he  asked  me  to  preside  in  his  absence.  Mr.  Moss,  yoi 
mav  proceed  with  your  statement. 

(The  continuation  of  the  statement  of  Mr.  Moss  may  be  found  a 
page  103,  proceedings  of  February  17.) 

Mr.  Bulkley.  Mr.  Fischer,  we  will  now  hear  from  you. 

STATEMENT  OF  OEOROE  W.  FISCHER,  OF  BEDFIELD,  S.  DAK. 
SEGEETABY  OF  THE  NOBTHWEST  LAND  &  HOME  BUILDEBS 
innON,  A  STOCK  COBPOBATION. 

Mr.  Fischer.  I  want  to  say,  Mr.  Chairman  and  gentlemen,  thai 
Federal  legislation  on  rural  credits  is  absolutely  the  only  kind  ol 
legislation  that  will  be  of  any  benefit  to  the  agriculturists  up  in  om 
country  and  that  the  principle  of  compulsory  amortization  is  the 
key  to  bringing  order  out  of  chaos^  as  the  conditions  existing  in  the 
Northwest  are  such  that  legislation  of  this  kind  is  an  absolute 
necessity. 

It  is  not  so  much  a  proposition  of  low  interest  rates.  What  I  mean 
by  that  is  2  or  3  or  3|  per  cent.  It  is  a  proposition  of  amortizatioD 
of  the  principal.  I  speak  from  the  Northwest  standpoint.  That 
the  amortization  should  be  uniform  is  most  essential,  and  Federal 
le^slation  is  the  one  and  only  way  to  do  this. 

Now,  in  relation  to  that,  we  had  in  our  State  a  very  large  perma 
nent  school  fund.  The  law  was  put  into  effect  in  1892.  The  loam 
are  made  on  a  6  per  cent  basis  east  of  the  river.  What  I  mean  to 
say  by  that  is  the  Missouri  River  divides  the  State.  West  of  thi 
river  it  is  6^  per  cent.  They  are  made  for  five  years,  and  if  tbi 
borrower  can  not  pay  that  loan  he  has  to  pay  an  extra  penalty  a* 
one-half  per  cent. 

Now,  coming  back  to  the  fact  that  this  was  started  in  1892,  tb 
conditions  are  these,  as  I  found  them:  In  our  own  country,  in  on 
own  county,  I  should  say,  00  per  cent  of  these  loans  have  been  r€ 
newed,  some  of  them  as  nigh  as  three  times.  West  of  the  river  Rn< 
in  a  certain  county  there,  Sully  County,  which  lies  close  to  the  rivei 
they  run  as  high  as  85  per  cent. 
134 
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Mr.  Weaveb.  Is  that  the  Missouri  River? 

Mr.  FiscHEB.  That  is  on  the  east  side  of  the  Missouri  River.  The 
west  side  of  the  Missouri  River  is,  of  course,  practically  new.  We 
are  opening  no  reserve  there  except  the  Black  Hill. 

Mr.  BuLKiiEY.  Are  those  interest  rates  fixed  by  statute? 

Mr.  FisGHEB.  Yes,  sir. 

Mr.  BuLKiiEY.  How  do  you  justify  the  discrimination  in  favor  of 
the  land  east  of  the  river? 

Mr.  FiscHEB.  It  is  an  older  country.  They  look  upon  the  valua- 
tion of  the  land  there. 

Mr.  Hates.  Do  I  understand  those  rates  are  fixed  by  your  legis- 
lature? 

Mr.  FiscHEB.  Yes,  sir. 

Mr.  Weaveb.  It  is  an  entirely  different  character  of  land  ? 

Mr.  Hayes.  It  is  no  wonder  they  do  not  have  any  money  out  there. 

Mr.  FiscHEB.  I  want  to  tell  you  that  is  right,  too. 

Mr.  Plait.  Mr.  Fischer,  you  represent  this  Northwestern  Land  & 
Home  Builders'  Association? 

Mr.  FiscHEB.  Yes,  sir. 

Mr.  Plait.  And  some  other  associations,  did  you  say  ? 

Mr.  FiscHEB.  No,  sir;  I  did  not  say  some  other  associations,  but 
I  make  a  great  many  loans  for  insurance  companies. 

Mr.  Platt.  Is  this  Home  Builders'  Union  a  large  affair? 

Mr.  FiscHEB.  Oh,  no ;  not  yet.  This  was  organized  on  the  8th  day 
of  June,  1911,  and,  unfortunately,  because  of  the  failure  of  crops 
for  the  last  three  years  it  has  not  built  up  very  strong.  But  what 
there  is  of  it  is  patterned  along  the  lines  of  this  bill  you  have  before 
you.  We  are  making  a  successful  fight  and  pay  4  per  cent  semi- 
annual dividends  to  our  stockholders  and  do  it  easily. 

Mr.  Platt.  It  is  an  incorporated  association  ? 

Mr.  FiscHEB.  Yes,  sir.  I  will  go  further  and  say  that  if  you  will 
pass  this  bill,  or  one  similar  to  it,  and  it  will  be  put  into  law,  you 
will  have  done  more  for  the  masses,  and  especially  so  in  raising  the 
standard  of  agriculture  and  those  connected  with  it,  than  anything 
else.  That  the  "  back  to  the  land  "  movement  will  then  be  a  reality 
goes  without  saying;  whereas  at  the  present  time  it  is  a  farce. 

Now,  the  question  came  up  here  about  the  farmers  leaving  the 
land.  It  is  not  alone  the  farmer  that  leaves  the  land.  He  can't 
keep  the  boys  and  girls  there. 

Mr.  Seldombtoge.  Can  he  get  labor  ? 

Mr.  Fischer.  We  get  labor  when  the  proper  time  comes  for  harvest- 
ing. The  railroads  bring  in  an  immense  crowd  of  people.  They  just 
8tw1;  in  Texas,  you  know,  with  the  harvesting  of  tne  crops  and  they 
keep  coming  north  imtil  they  get  into  Canada.  You  understand  we 
are  always  10  days  behind  as  you  go  farther  north.  They  put  in  10 
days  in  the  South,  and  then  they  come  through  Kansas,  and  then 
they  hit  Nebraska  and  then  they  hit  our  country.  North  Dakota, 
which  is  10  days  later,  and  then  they  strike  the  Canadian  country. 

"Mr.  Seldomiudge.  Are  .there  any  statistics  available  as  to  how  large 
that  army  is? 

Mr.  Fischeb.  That  army  is  a  vast  army,  if  you  would  see  it. 

Mr.  Weaver.  Do  you  want  some  of  them  in  Colorado? 
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Mr.  Seldomkcdge.  No  ;  I  was  just  wondering  when  they  are  done 
harvesting  the  crops  out  in  that  country  if  they  drift  into  the  cite 
and  constitute  the  population  to  be  fed  and  to  be  taken  care  of  which 
makes  the  so-called  "bread  line." 

Mr.  Hayes.  A  good  many  of  them  take  their  vacations  that  way 
in  the  sunmier  time. 

Mr.  Fischer.  I  want  to  say  this  that  on  the  return  the  cities  get 
them.  They  do  not  save  their  money.  About  25  per  cent  of  the  mflfi 
who  come  in  there  will  save  their  money,  not  any  more.  The  balance 
of  them  are  hunting  up  saloons  or  gambling  houses,  or  the  red-li^ 
districts  just  as  fast  as  they  get  their  money;  and  when  they  eel 
through,  why  Minneapolis,  St.  Paul,  Chicago,  and  Omaha  get  9ie 
bulk  of  them.  The  Chicago,  Milwaukee  &  St.  Paul  Bailroad  takes 
them  up  by  the  thousands  on  their  freight  trains,  free  of  charge,  just 
so  the  farmers  can  get  the  help. 

Mr.  Platt.  Ought  not  the  railroads  to  be  prevented  from  giving 
free  transportation  in  this  way  ? 

Mr.  Fischer.  They  can  not  be.  There  are  so  many  of  them,  and  it 
has  caused  so  much  trouble  that  they  finally  concluded  the  easiest 
way  out  of  it  would  be  to  let  them  get  into  the  box  cars  and  go. 

Now,  my  experience  in  forming  this  organization  I  got  from  the 
principle  of  amortization,  and  the  first  time  I  put  it  into  practioe 
was  on  a  $7,000  loan  on  a  half  section  of  land.  The  man  who  piff- 
chased  that  half  section  of  land  did  not  have  funds  sufficient.  He 
wanted  it,  and  he  was  a  good  man,  of  good  character,  and  a  fanner 
well  equipped,  and  it  was  good  land.  Unless  I  could  make  a  10-yeir 
loan  with  amortization  of  the  principal,  $700  each  year,  he  would  sot 
do  it.  I  sat  down  and  figured  that  thing  out  and  finally  got  him  to 
purchase.  I  got  the  money  from  the  insurance  company.  After  the 
first  payment  was  made  they  decided  that  that  was  a  better  plan  thtt 
what  they  were  working  under,  and  we  get  the  money  right  along 
in  that  way  now,  outside  of  what  we  do  not  have  ourselves. 

Mr.  Woods.  What  was  the  actual  cash  value  of  that  farm  wlwi 
you  made  the  loan,  Mr.  Fischer? 

Mr.  Fischer.  $55  an  acre.    He  had  the  balance  in  cash. 

Mr.  Weaver.  How  much  did  they  loan  on  it? 

Mr.  Fischer.  How  is  that  ?  ' 

Mr.  Weaver.  How  much  did  they  loan  on  it? 

Mr.  Fischer.  We  do  not  figure  that  way.  We  just  take  it  as  a 
whole. 

Mr.  Weaver.  One  hundred  and  sixty  acres  ? 

Mr.  Fischer.  Three  hundred  and  twenty  acres  in  this  instance. 

Mr.  Hayes.  It  was  a  little  less  than  $25  an  acre? 

Mr.  Fischer.  Yes;  a  little  less  than  $25  an  acre,  but  we  do  maks 
loans  as  high  as  $25  an  acre  on  the  same  basis. 

Now.  your  proposition  in  this  bill  of  a  special  reserve  for  intertft 
rates,  tor  the  interest,  is  very  appropriate^  especially  up  in  our  cooBr 
try  where  failures  of  crops  are  more  in  evidence  than  good,  big,  Imigl 
crops,  making  it  impossible  for  a  man  to  pay  his  interest  in  thoia 
years.  That  is,  they  manage  to  get  it  but  it  crowds  them.  llMff 
must  deny  themselves  of  a  lot  of  comforts  around  the  house  in  order 
to  do  it 
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Now,  the  question  of  personal  credit,  we  think — that  is,  our  directors 
there — ^will  adjust  itself  to  tiiese  conditions  if  once  put  into  effect. 
You  won't  have  any  trouble.  The  way  we  do  that — here  is  a  man 
who  has  a  $2,500  loan;  when  he  comes  around  in  the  spring  and  in 
the  fall  and  needs  a  little  money  we  loan  him  up  to  10  per  cent  of  the 
amount  of  his  loan  that  we  have  on  the  land  and  give  him  three 
months'  time  to  pay  it  in.  If  he  is  not  able  to  pay  it  at  that  time — 
the  whole  thing — ^he  pays  20  per  cent,  and  we  extend  another  three 
months^  and  so  on;  just  making  it  the  whole  year  as  it  is  now.  It 
fprea  hmi  the  opportunity  to  pay  it ;  and  they  do  pay  it  if  you  give 
It  to  them  in  the  right  way. 

Mr.  Woods.  How  about  the  renter?  What  rates  does  he  pay — 
the  man  who  does  not  own  any  land  ? 

Mr.  Fischer.  Oh,  my  I    That  poor  fellow  gets  skinned  from  one 
end  to  the  other.    The  same  way  with  the  homesteader.      Sixty  per 
cent  of  the  homesteaders  lose  their  land,  whereas  99  per  cent  of  them 
come  there  with  good  intentions  to  make  it  their  future  homes.    The 
;  little  banker  follows  right  in  the  wake  just  as  soon  as  the  lands  are 
S  open.    He  does  not  loan  any  more  than  enough  to  prove  up  the  land 
:  when  the  proper  time  comes,  and  if  they  have  got  any  personal  prop- 
erty he  will  keep  feeding  them  $25  or  $50  until  he  gets  that ;  and  then 
the  fellow  walks  out,  or  rides  out  if  he  has  got  anything  to  ride  out 
in.    That  is  the  condition  there.    Our  lowest  interest  rate  we  get 
now  east  of  the  river  is  6  per  cent,  and  that  is  due  to  the  life  insurance 
companies  beginning  to  put  in  their  money  there.    They  are  the  real 
factors  that  brought  down  the  interest  rates  on  the  east  side  of  the 
river,  but  they  give  the  fellow  on  the  west  of  the  river  no  chance. 
They  do  not  go  over  there. 

Now,  to  show  this  committee  I  brought  along  some  of  the  tables. 
Now,  the  1  per  cent  on  all  unpaid  balances — we  do  that  differently. 
The  expense  feature  there  is  figured  at  $5  a  year.    You  see,  here  is 
i  20-year  $1,000  loan  [exhibiting  paper]  ;  here  is  the  principle  amor- 
tized; here  is  the  interest;  here  is  the  expense;  and  here  is  the  first 
payment;  and  here  is  the  last  payment  [indicating]. 
Mr.  Hates.  What  do  vou  figure  for  expense? 
Mr.  Fischer.  Five  dollars  a  year. 
Mr.  BLates.  That  is  a  half  of  1  per  cent? 
Mr.  Fischer.  Half  of  1  per  cent;  yes. 

Mr.  Platt.  What  did  you  say  the  rate  was  west  of  the  Missouri 
River? 
Mr.  Fischer.  It  is  as  high  as  20  per  cent. 

Mr.  Platt.  You  said  something  about  your  school  fund  being 
loaned? 

Mr.  Fischer.  The  school  funds — if  our  State  legislature  would 
have  enacted  legislation  along  the  lines  you  people  are  proposing 
now  for  the  whole  United  States,  why  our  west  of  the  river  people 
would  be  in  far  better  shape  than  they  are  now ;  they  could  stay  on 
their  homesteads.  But,  as  it  is,  they  have  to  get  off,  and  then  the 
other  fellow  comes. 
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(The  table  of  payments  above  referred  to  by  Mr.  Figeher  is  as 
follows :) 

[fl,000  loan  for  20  years  at  6  i)«r  cent] 


Principal. 

Interest. 

150 

$60 

50 

67 

50 

54 

50 

61 

50 

48 

50 

46 

50 

42 

50 

39 

50 

36 

50 

33 

50 

30 

50 

27 

50 

24 

50 

21 

50 

18 

50 

16 

50 

12 

50 

9 

50 

6 

50 

3 

1,000 

640 

Ezpenaa. 


TotaL 


First  year 

Second  year 

Third  year 

Fourth  year 

Fifth  year 

Sixth  vear 

Seventh  year 

Eighth  year 

Ninth  year 

Tenth  year 

Eleventh  year 

Twelfth  year 

Thirteenth  year. . 
Fonrteenthyear. 
Fifteenth  year... 
Sixteenth  vear... 
Seventeenth  year 
Eighteenth  year.. 
Nineteenth  year.. 
Twentieth  year.. 


t5 

5 
5 
6 
6 
5 
5 
6 

I. 


tus 

lU 
Ml 

im 

m 

KM 

vr 

M 

n 

m 
s 
a 

79 
7B 
71 

<7 

a 


100 


l.« 


Principal,  $1,000;  interest,  $640;  expenses,  $100;  total,  $1,740. 


Mr.  Fischer.  Now,  here  is  a  15-year  loan.    There  is  a  7  per  cent 
rate  Fexhibiting  slip], 

(The  paper  referred  to  is  as  follows:) 


[$1,000  loan  for  16  years  at  7  per  cent.] 


First  year 

Second  year 

Third  year 

Fourth  year 

Fifth  year 

Sixth  year 

Seventh  year.... 

Eighth  year 

Ninth  year 

Tenth  year 

Eleventh  year... 

Twelfth  year 

Thirteenth  year. 
Fonrteenthyear 
Fifteenth  ycMir.. 


Principal. 


$66. 
66. 
66. 
66. 
66. 
66. 


Interest. 


66.67 


67 

67 ; 

67 
67 
67 
67 
62 


1,000.00 


$70.00 
65.34 
60.66 
65.99 
61.32 
46.66 
41.98 
37.31 
32.64 
27.97 
23.30 
18.63 
13.96 
9.29 
4.63 


Expenses. 


$6.00 
5.00 
5.00 
5.00 
5.00 
6.00 
6.00 
6.00 
6.00 
6.00 
6.00 
6.00 
6.00 
6.00 
6.00 


659.66 


76.00 


Total 


$14Lff     I 

vaM   ] 
1118    I 

wkm 

lOiSl 
90.M 
94.tr 
90.» 
ff.0 

7«.« 


1,04.11 


Principal,  $1,000;  interest,  $559.66;  expenses,  $75;  total,  $1,634.66. 


Mr.  Hayes.  In  these  figures  that  you  give  here,  the  initial  pay- 
ment is  much  larger? 

Mr.  Fischer.  The  initial  payment  is  higher. 

Mr.  Hayes.  You  do  not  divide  it  equally  ? 

Mr.  Fischer.  No,  sir.  You  see,  the  idea  was  to  give  that  man  a 
chance — to  make  it  easier  for  him  every  year. 

Senator  Hollis.  Is  it  done  for  that  purpose,  Mr.  Fischer,  or  "was  it 
done  so  that  your  first  payment  would  make  the  loan  safe,  so  you 
could  loan  more  money? 

Mr.  Fischer.  The  idea  was  this  was  to  give  that  fellow  a  chance 
on  personal  credits,  too.  We  do  not  loan  over  60  per  cent  of  the  valu* 
ation  of  the  land  and  40  per  cent  of  the  buildings,  combining  the  two; 
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and  just  as  fast  as  he  makes  a  principal  payment  you  are  in  just  as 
eood  shape  to  lend  him  on  his  personal  credit,  as  you  have  eveiything 
ne  has,  anyhow. 

Senator  Hoixis.  And  do  you  do  that  sometimes — ^loan  him  on  his 
personal  credit? 

Mr.  Fischer.  We  are  doing  that  right  along. 

The  only  salvation  that  country  is  ever  going  to  have  is  diversified 
conditions  of  farming,  and  they  are  doin^  that  in  the  past  five  years. 

Now,  here  is  our  10-year  table  [exhibiting  slip]. 

(The  slip  referred  to  is  as  follows:) 

Our  rural-credit  plan. 

[Loan  of  $1,000  for  10  years.] 

[Loan  of  $1,000  for  10  years.] 


Principal. 

Interest. 

Expenses. 

Total. 

$100 

$80 

$5 

$186 

100 

72 

5 

177 

100 

64 

5 

169 

100 

66 

5 

161 

100 

48 

5 

153 

100 

40 

5 

145 

100 

32 

5 

137 

100 

24 

5 

129 

100 

16 

5 

121 

100 

8 

5 

113 

1,000 

440 

50 

1.490 

Urst  year 

Second  year. . . 
Third  year.... 
Poorthyear... 

yjfthyear 

Sixth  year.... 
Seventh  year.. 
Sighthyear... 
Kinthyear.... 
Tenth  year..-. 


Principal,  $1,000;  interest,  $440;  expenses,  $50;  total,  $1,490. 

Average  rate  of  interest,  $44  per  year,  or  4.4  per  cent,  or  4.9  per  cent  counting  in  the  expense  money— less 
than  5  per  cent. 

Senator  HoUis  asked  me  the  other  day  how  we  got  our  money. 
We  sell  three  savings  contracts,  built  on  the  expectancy  table  of 
life-insurance  companies,  the  same  tables  that  all  life-insurance  com- 
panies now  use.  Our  contract  called  "class  B"  we  sell  at  $6.25  a 
month  for  10  years.  It  matures  for  $1,000  at  that  time.  We  take 
76  cents  out  of  that  for  expenses. 

Senator  Hollis.  That  is,  Mr.  Fischer,  as  I  understand  it,  you 
have  adopted  the  endowment  feature  of  insurance,  cutting  out  the 
death  part  ? 

Mr.  Fischer.  That  is  it  exactly. 

Senator  Hollis.  That  is  a  pure  endowment  plan  without  any 
modifications? 

Mr.  Fischer.  No  modifications  except  in  so  far  as  if  the  owner  of 
that  contract  dies  they  get  what  has  been  paid  into  that  loaning  fund 
plus  6  per  cent  for  the  average  time. 

Senator  Hollis.  I  am  glad  you  mentioned  that,  because  I  did  not 
get  that  the  other  day. 

Mr.  Hayes.  You  charge  a  higher  interest  on  the  10-year  plan 
than  you  do  under  the  20-year  plan? 

Mr.  Fischer.  Yes.  I  am  just  showing  you  the  rates  of  interest. 
On  the  10-year  loan  we  make  a  higher  rate  of  interest. 

Mr.  Hates.  That  makes  it  harder  for  the  10-year  man  ? 

Mr.  Fischer.  That  is  the  only  way  it  will  help  them.  We  had  to 
educate  our  people  to  this  proposition.  They  cud  not  ^asp  it,  but 
now  as  it  is  going  they  prefer  the  20-year  loan,  which  is  also  lower 
than  the  10. 
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I  also  have  a  table  we  expect  to  use  on  a  40-year  plan,  applying 
your  1  per  cent  of  this  bill  on  all  unpaid  balances.  You  see  that 
shows  the  payments  to  be  made  on  a  40-year  plan.    [Exhibiting  slip.] 

(The  paper  referred  to  is  as  follows :) 

Loan  of  $1,000,  and  the  payments  to  be  made  each  year  by  the  borrower: 

First  year 175.00 

Second  year 73.75 

Third  year ^  ._  72. » 

Fourth  year 7L25 

Fifth  year 7a  00 

Sixth  year ^ fig.  75 

Seventh  year 67.50 

Eighth  year 66, » 

Ninth  year 65.00 

Tenth  year 63. 75 

Eleventh  year 62.  W 

Twelfth  year 6L25 

Thirteenth  year 60. OQ 

Fourteenth  yenr 58w7i 

Fifteenth  year 57.50 

Sixteenth  year 56.25 

Seventeenth  year 55.W 

Eighteenth  year 53.75 

Nineteenth  year 52.60 

Twentieth  year 51.25 

Twenty-first  year 50.00 

Twenty-second  year 48.75 

Twenty-third  year 47.80 

Twenty-fourth  year 46,25 

Twenty-fifth  year 45.00 

Twenty-sixth  year 43^71 

Twenty-seventh  year 42.50 

Twenty-eighth  year 4125 

Twenty-ninth  year 40.00 

Thirtieth  year 38.75 

Thirty-first  year 37.  SO 

Thirty-second  year 36.21 

Thirty-third  year 35.00 

Thirty-fourth  year 38. 7J 

Thirty-fifth  year 32. 80 

Thirty-sixth  year 31.21 

Thirty-seventh  year 30.00 

Thirty-eighth  year 28^75 

Thirty-ninth  year 27.00 

And  the  40th  year,  the  last  year  of  payment,  the  amount  is  $26.25.  and  tlie 
loan  is  completely  wiped  out. 

Senator  Hollis.  Now,  explain  just  what  that  1  per  cent  is  joa 
refer  to,  generally.  Mr.  Fisher. 

Mr.  Fischer.  Tnat  is  for  the  expense,  the  administration  expense. 

Senator  Hollis.  And  is  it  your  experience  that  that  1  per  cent  ifl 
sufficient? 

Mr.  Fischer.  Yes,  sir ;  it  is  a  plenty. 

Senator  Hollis.  Therefore  the  1  per  cent  in  the  bill  before  tho 
committee  you  think  is  enough? 

Mr.  Fischer.  It  is  correct.  You  will  be  able  to  reduce  this  ifl 
years  to  come.  Competition  will  do  that,  just  as  Congressman  Moa 
has  said  here. 

Mr.  Seux)mridoe.  Your  interest  amounts,  in  10  years,  to  almoel 
the  rate  of  7^  per  cent  a  year? 
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Mr.  Fischer.  With  the  amortization  feature  on  the  40-year  plan  it 
iS  just  7i  per  cent.  On  the  20-year  plan  here  it  calls  for  a  trifle  more. 
The  people  do  not  object  so  much  to  the  interest  rates  if  they  can  get 
the  amortization  of  tne  principal  and  can  reduce  their  payments  each 
year.    That  is  the  feature. 

Mr.  SELDOMRmoE.  If  they  were  borrowing  money  without  that 
plan,  what  would  they  have  to  pay  ? 

Mr.  Fischer.  They  would  have  to  pay  a  straight  6  and  10,  and  for 
feriods  of  three  to  five  years.  While  the  fellow  prospers  it  is  all 
right,  but  }ust  about  the  year  he  has  got  to  pay  that  prmcipal  along 
comes  a  failure  of  crops,  and  there  he  is;  and  if  they  nave  him,  they 
want  the  money.  Now,  he  has  got  to  get  down  and  beg,  and  the 
result  is  he  pays  an  extra  commission. 

Mr.  Seldomiudqe.  He  saves  all  those  extra  charges  under  your 
plan? 

Mr.  Fischer.  He  saves  extra  commissions  with  us,  and  he  saves 
ill  of  those  extra  charges. 

Senator  Holus.  Mr.  Fischer,  if  this  bill  goes  through,  or  a  bill 
rimilar  to  it,  is  it  your  intention  to  organize  a  bank? 

Mr.  Fischer.  It  is  our  intention,  just  as  soon  as  ever  it  does,  and 
our  desire — just  as  soon  as  ever  this  bill  is  passed  and  put  into  effect 
we  want  to  be  the  first  bank  of  that  kind  in  the  country. 

Senator  Hollis.  You  think  you  and  your  friends  will  probably 
organize  more  than  one? 

5fr.  Fischer.  I  do  not  know  as  to  that.  They  are  mostly  insurance 
men  that  are  connected  up  with  this.  It  took  a  long  while  for  us  to 
get  them  to  catch  the  idea. 

Senator  HoiJiis.  Have  you  familiarized  yourself  with  the  commis- 
sion bill  sufficiently  to  offer  any  criticisms  on  it? 

Mr.  Fischer.  I  can  not  find  any  criticism.  The  only  criticism  I 
can  find  is  that  the  homesteader  is  not  taken  into  this  bill,  the  very 
fellow  that  needs  it  the  most.  Now,  here  is  a  young  man  or  a  young 
woman  going  out  here  on  the  plains.  You  gentlemen  have  probably 
watched  this  thing,  but  not  as  much  as  we  do  out  there,  or  I  have. 
Here  comes  an  army  of  people  into  Aberdeen  when  they  opened  up 
Standing  Rock  Reservation — thousands  of  them,  from  the  age  of  21 
dean  up  to  80,  you  will  find  people — and  they  want  that  home,  and 
they  expect  to  make  it  their  home.  But  there  is  no  way  of  those 
people  keeping  that  if  they  have  not  $2,500  to  carry  them  through 
lor  the  14  months.  That  is  the  idea.  Now,  our  idea  was  that  there 
might  be  a  feature  put  into  this  bill.  Here  is  a  man  going  out  there, 
or  a  woman,  and  they  break  10  acres  of  land.  Mind  you,  the  Govern- 
ment owns  this  land.  The  homesteader  does  not  own  it  until  he  has 
proved  it  up.  Now,  he  breaks  10  acres,  as  required.  That  costs  him 
|50.    He  ought  to  have  a  credit  somewhere  for  $25,  so  that  he  could 

Eroceed  again.    It  would  be  an  encouragement  to  go  farther;  and,  as 
B  improves  this  farm,  let  him  have  a  50  per  cent  credit  from  those 
banks  or  some  other  source. 

Now,  we  do  not  believe  in  direct  loans;  I  mean  the  loaning  of 
money  direct  by  the  Government  to  the  farmer.    That  is  absolutely 
no  good  at  all.    It  would  kill  your  farming  industry,  in  my  individual 
cpmion. 
Mr.  Hayes.  And  the  country,  too  ? 
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Mr.  Fischer.  Yes. 

Mr.  Platt.  Do  you  think  it  is  wise,  Mr.  Fischer,  to  start  a  man  out 
on  a  farm  who  has  not  got  a  cent  saved  up? 

Mr.  Fischer.  Oh,  well,  now.  he  has  got  to  have  the  $16  to  make  his 
filing,  you  understand,  or  the  ^14.  They  usually  have  anywhere  from 
$100  up.  About  15  per  cent  of  the  people  have  sufficient  to  cany 
thorn  through,  but  the  balance  have  not,  and  then  they  have  got  to 
borrow.  When  the  14  months  are  up,  70  per  cent  must  borrow  the 
money  to  prove  up. 

Mr.  Plait.  Are  they  all  farmers? 

Mr.  Fischer.  They  are  just  like  the  fellows  that  struck  our  countiy 
when  I  came  there  27  years  ago.  Like  myself,  they  did  not  know  i 
dam  thing  about  farming. 

Mr.  Platt.  That  is  the  reason  why  they  fail  ? 

Mr.  Fischer.  No  ;  that  is  not  the  reason  why  they  fail.  That  would 
be  no  reason  why  our  fellows  failed.  A  good  many  of  them  aw 
there  yet. 

Mr.  Platt.  Do  you  think  the  average  man  who  does  not  know  i 
"  dam  "  thing  about  farming  can  go  on  a  farm  and  make  a  succeei 
of  it? 

Mr.  Fischer.  I  saw  a  good  many  up  there  in  my  country  do  it 
Now,  I  did  not  go;  and  I  will  tell  you  the  reason  why  I  did  not  ga 
I  was  not  tall  enough  to  harness  a  horse.  That  is  the  only  reasou  I 
did  not  go  on  one  of  those  homesteads,  and  at  that  time  when  Haj 
could  take  three  claims.  And  after  I  sat  down  and  figured  it  outi 
was  not  a  bit  sorry  I  did  not  go  there. 

Senator  Hollis.  I  was  going  to  ask,  Mr.  Fischer,  if  you  thoiidit 
it  was  practicable  for  us  to  take  care  of  the  homesteader  in  a  bilTof 
this  kind,  knowing  as  we  do  that  the  homesteader  does  not  own  tk 
land? 

Mr.  Fischer.  Yes;  with  the  Government  owning  the  land  I  think 
it  is  very  practicable ;  and  you  can  make  it  so,  too. 

Senator  Hollis.  Will  you  work  out  something  along  that  liM 
and  send  it  to  us  within  a  week  or  two,  so  we  can  look  it  over! 

Mr.  Fischer.  I  will  not  promise  within  a  week  or  two,  because  I 
do  not  expect  to  get  back  within  that  time. 

Mr.  Weaver.  We  want  it  as  soon  as  we  can  get  it,  because,  whik 
we  want  to  hold  full  hearings,  it  is  our  desire  to  get  to  work  on  i 
bill  as  soon  as  possible. 

Mr.  Seldomridge.  Let  me  say  in  that  connection,  I  represent  i 
constituency  that  is  very  vitally  interested  in  this  matter  of  taking 
care  of  the  homesteader,  and  we  have  been  face  to  face  witii  problemi 
in  my  section  that  are  just  as  equally  acute  and  require  as  mwk 
thought  and  consideration  as  those  presented  by  Mr.  Fischer ;  and  I 
will  welcome  any  suggestion  that  he  or  anyone  else  could  offer 
whereby  the  interests  of  those  people  can  be  lawfully  conserved  bi 
this  legislation. 

Mr.  Fischer.  My  reason  for  saying  that  the  thing  is  practicabb 
is  this:  When  you  open  up  a  new  country  to-day,  you  appraise  Qm 
land.  You  put  a  feed  price  on  that  Do  they  do  that  in  yo«r 
country? 

Mr.  Seldomridge.  I  beg  your  pardon? 
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Fischer.  The  Government  appraises  the  land  before  the  man 

5  his  homestead  entry  to-day,  you  see,  under  existing  laws. 

y  do  that  in  your  country  ? 

Seudomridge.  I  do  not  think  that  is  done  in  Colorado. 

Hayes.  If  they  open  up  a  reservation,  I  think  it  is. 

Beldomridge.  There  is  no  reservation  in  our  State. 

Weaver.  Not  any  Indian  reservations  at  all? 

Beldomrtoge.  No. 

Fischer.  When  you  do  that  you  put  a  fixed  value  on  the  land. 

hat  man  as  a  matter  of  fact  ought  to  have  a  personal  credit 

amount  of  that  price  per  acre  that  the  Government  puts  on  it. 

1  the  way  we  look  on  it. 

Platt.  Why  should  not  the  Government  sell  the  lands  out- 

md  abolish  the  whole  homestead  business.    Is  not  that  the 

IV? 

!)EiJX)MRiDGB.  I  am  in  favor  of  that  myself. 

Fischer.  The  hunger  for  land  for  the  homesteaders  is  greater 

than  it  ever  was,  in  my  estimation. 

Platt.  That  is  for  purely  speculative  purposes? 

Fischer.  No. 

E^TT.  They  simply  take  up  the  lands  to  sell  again  at  a  higher 

nd  go  on  to  others? 

Fischer.  The  speculator  is  the  man  that  loans  them  75  per 

E^LATT.  He  would  not  take  those  risks  if  he  did  not  expect  to 
te  on  the  value  of  the  land? 

Fischer.  The  speculator  comes  in  after  the  banker  crowd, 
they  get  a*bout  60  per  cent,  and  they  are  all  united  on  the 
ition,  then  they  can  boost  the  land  and  can  sell  it  for  $20  or  $25 

Seloomridge.  And  then  some  blackmailer  comes  along  and 

s  the  filing  and  it  takes  six  or  eight  months  to  get  a  decision^ 

i  longer. 

Platt.  The  Government  would  get  more  money  and  the  people 

be  better  satisfied  if  you  stopped  the  whole  business. 

Brown-.  And  sell  direct? 

3eldomridge.  On  long  time  ? 

Hayes.  Sell  on  long  time ;  that  would  be  all  right. 

Weaver.  They  sold  agricultural  lands  in  Texas  on  40  years' 

Fischer.  I  know  you  do,  and  so  they  do  in  Minnesota — sell 
gricultural  lands  on  40  years'  time — and  I  guess  there  are 
itates  in  the  Union  which  do  that. 

,  Wisconsin  has  established  a  long-time  farm-loan  credit  sys- 
[  have  here  the  text  of  the  bill,  and  I  notice  in  Marionette, 
hey  have  organized  the  first  association  of  its  kind.  WTien  T 
lere  and  go  West  again  I  was  going  to  stop  there.  But  the 
won't  adopt  this  thing.  Wisconsin  might  and  Oklahoma 
in  my  estimation ;  but  if  you  take  the  rest  of  them  the  bank- 
trol  your  legislation,  and  anything  that  tends  to  lowering  the 
interest  they  do  not  want. 

EIatbs.  I  am  afraid  they  do  not  in  some  States,  brother. 
B'iBCHER.  I  do  not  say  that,  except  in  our  Western  States. 
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Mr.  Hayes.  They  do  not  in  California. 

Mr.  FiscHEB.  Don't  they? 

Mr.  Hayes.  No,  sir. 

Mr.  FiscHEB.  Well,  they  do  with  us. 

Mr.  Weaveb.  The  railroads,  I  am  told,  have  control  of  what  rates 
are  charged  in  California. 

Mr.  Hayes.  They  have  not  had  for  some  years.  If  there  is  any 
State  in  the  Union  that  is  free  from  domination  by  railroads  or  other 
corporations,  I  think  it  is  California  to-day. 

Mr.  Weaveb.  I  would  not  make  any  reflection  on  a  State  without 
having  actual  knowledge. 

Mr.  FiscHEB.  We  are  free  from  railroad  domination. 

Mr.  Hayes.  I  was  one  of  the  pioneers  in  that  fight  in  1898. 

Mr.  FiscHEB.  The  bankers,  or  the  banking  fraternity,  as  we  caD 
them,  and  the  lawyers — they  do.  Now,  that  is  no  reflection  on  you 
gentlemen;  but,  nevertheless,  it  is  a  fact  that  there  are  three  daaes 
m  our  State  that  have  practically  beat  the  good  legislation.  Tlii« 
banking  fraternity  and  the  legal  fraternity,  they  put  in  themselves 
They  have  put  in  one  officer  after  the  other  one.  Bight  in  our 
county  there  are  15,  and  through  manipulation  in  the  legislators 
there  are  five  of  those  fellows — and  we  cast  a  vote  of  3,500  in  thit 
county- — ^that  hold  five  of  the  public  offices. 

Mr.  BuLKLEY.  Mr.  Fischer,  would  it  be  convenient  for  you  to 
come  back  to-morrow  morning? 

Mr.  FiscHEB.  Yes;  I  am  at  the  convenience  of  the  committee. 

Mr.  BuLKLEY.  Then  we  will  adjourn  at  this  time  until  10.30  o'clock 
to-morrow  morning,  to  meet  in  this  room. 

(Thereupon,  at  1.10  o'clock  p.  m.,  the  committee  adjourned  untB 
to-morrow,  Thursday,  February  19,  1914,  at  10.30  o'clock  a.  m.) 

(The  following  aaditional  statement  of  Mr.  Fischer  was  made  9t 
the  session  of  the  committee  on  February  19,  1914,  but  is  placed  it 
this  point  to  preserve  the  continuity  of  his  argument:) 

STATEMENT  OF  OEOEGE  W.  FISCHEB,  OF  EEDFIELD,  S.  DAK.-- 

Continued. 

Mr.  Fischer.  I  want  to  submit  the  figures  of  the  Spectator's  coin- 
pound-interest  table,  showing  the  amount  of  money  that  must  be 
invested  annually  at  compound  interest  to  amount  to  $1,000  in  i 
definite  number  of  years.  On  the  reverse  side  of  the  sheet  are  out 
plans  for  making  loans,  giving  the  party  the  choice  on  city  property 
of  anywhere  from  10  years  to  30  years  in  which  to  repay. 

Mr.  BuLKLEY.  Do  you  want  to  put  those  tables  in  the  record,  Mr. 
Fischer? 

Mr.  Fischer.  I  do  not  care  particularly  about  that.  I  just  wanted 
the  members  of  the  committee  to  see  how  that  plan  worked. 

Mr.  Brown.  I  think  it  would  be  a  good  thing  to  have  that  incor* 
porated  in  the  record,  Mr.  Chairman. 

Mr.  Fischer.  This  shows  how  the  plans  worked  out. 

Mr.  Brown.  It  shows  how  much  a  year  a  man  has  to  pay  under 
the  Dlan. 

Mr.  BuLKLET.  The  tables  will  be  inserted  in  the  record  at  tlus 
point. 
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The  tables  referred  to  are  as  follows:) 

GOMFOUND  INTEREST  TABI4E. 

Le  following  table  shows  the  amount  of  money  that  must  be  invested  annu- 
at  compound  interest,  to  amount  to  $1,000  in  a  definite  number  of  years : 


mgthoftimeinvestad. 

At  4 

percent. 

At4i 
percent 

At  6 
percent. 

At  6 
percent 

At  7 
percent 

At  8 
percent 

Amount 
to- 

IS. 

S80.00 
48.02 
82.29 
23.09 
17.14 
12.06 

$77.88 
46.04 
30.50 
21.47 
15.60 
11.74 

•76.72 
44.14 
28.80 
19.96 
14.34 
10.55 

$71.57 
40.53 
25.65 
17.20 
11.93 
8.47 

$67.64 

37.19 

22.80 

14.78 

9.89 

6.47 

$63.92 

34.10 

20.23 

12.07 

9.17 

6.76 

$1,000.00 
1,000.00 
1,000.00 

rs 

rs 

rs. 

1,000.00 
1,000.00 
1,000.-00 

rs. 

IS. 

$1,000  loan  costs  you,  on  the  10-year  plan,  $162  per  annum,  or  $13.50  per 
th ;  on  the  15-year  plan,  $132  per  annum,  or  $11  per  month ;  on  the  20-year 
,  $120  per  annum,  or  $10  per  month ;  on  the  25-year  plan,  $108  per  annum, 
3  per  month ;  on  the  30-year  plan,  $102  per  annum,  or  $8.50  per  month. 
»an8  made  on  farms,  payment  is  made  annually. 
»ans  made  on  city  property,  payment  is  made  monthly, 
ivilege  is  given  to  pay  any  indebtedness  at  any  time  after  the  tenth  year, 
ect  to  six  months'  notice. 
>  commissions  charged  on  loans  of  $1,000  and  over. 

[r.  Fischer,  I  would  like  to  say,  Mr.  Chairman,  that  the  farm 
ers  and  the  cooperative  magazines  have  done  a  ffreat  deal  to  edu- 
t  people  along  tnose  lines.  We  have  also  now  tne  farm  experts; 
T  are  doing  a  lot  of  good ;  each  county  has  its  own  expert.  But 
great  bulk  of  the  people  are  so  deeply  in  debt,  and  at  such  high 
rest  rates,  that  their  minds  are  not  in  a  condition  to  receive  the 
hings  of  these  people.  Consequently,  intensive  farming  is  not 
ig  done  and  can  not  be  done  until  you  pass  a  measure  of  this  kind 
'elieve  the  situation. 

enator  Hollis.  What  do  you  mean,  that  the  farmers  have  not  the 
ns  to  do  it  with,  or  that  they  are  so  loaded  down  with  debt  that 
7  are  discouraged? 

[r.  Fischer.  Their  minds  are  burdened  with  this  debt  so  that  they 
not  give  the  attention  to  it,  and  instead  of  imbibing  the  teachings 
hese  men  their  minds  are  absorbed  in  what  they  have  got  to  pay. 
[r.  BuLKLET.  Is  that  because  of  a  fear  that  they  will  be  lore- 
ed  and  put  out  of  their  farms? 

[r.  Fischer.  Yes,  sir.  Now,  that  is  the  condition  that  confronts 
with  a  large  percentage  of  the  people.  I  do  not  want  the  com- 
:ee  to  understand,  of  course,  tnat  we  are  all  poor  out  there. 
re  are  some  men  that  have  made  a  grand  success  of  it,  and  as  was 
here  yesterday,  the  homesteader  who  went  out  on  those  lands 
went  mto  that  country  about  the  time  that  I  did,  while  he  did 
know  anything  about  farming,  is  the  successful  man  there  to-day, 
man  who  held  out.  If  there  are  any  questions  the  committee  de- 
to  ask,  I  will  be  glad  to  answer  them. 

enator  Hollis.  As  I  understand  it,  Mr.  Fischer,  you  make  these 
active  loans  to  the  farmers  who  have  this  security,  and  whom 
consider  honest  and  enterprising,  and  then  you  sell  the  loans  to 
insurance  companies? 
T.  Fischer.  Yes,  sir ;  that  is  the  way  we  do. 
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Senator  Hollis.  So  that  your  system  corresponds  very  dosdy 
with  what  we  want  to  do? 

Mr.  Fischer.  Yes. 

Senator  Hollis.  That  is,  we  want  to  establish  a  bank  that  will 
make  attractive  loans  to  farmers  on  favorable  terms,  and  then  wiD 
make  those  loans  the  basis  of  bonds  to  be  sold  to  investors — and  the 
investors  are  the  insurance  companies  in  your  case.  And  you  have 
actually  tried  it  and  found  that  it  works  well  on  a  small  scale  with 
you ;  so  that  you  think  if  you  could  incorporate  a  bank  imder  the 
terms  of  a  bill  like  the  one  now  under  consideration,  you  could  do  i 
larger  business  and  have  a  better  standing,  because  you  would  haw 
the  national  banking  laws  behind  you;  is  tnat  your  position? 

Mr.  Fischer.  That  is  my  position  exactly.  It  orings  the  relief 
under  this  bill  that  our  people  need. 

Mr.  BuLKLEY.  Do  you  feel  satisfied  with  this  Fletcher-Moss  bill! 

Mr.  Fischer.  I  certainly  do,  so  far  as  I  am  personally  concerned; 
and  the  gentlemen  who  are  connected  with  me  uo  also.  You  can  not 
effect  everything.  Of  course,  as  I  said  yesterday,  we  would  like  to 
see  the  homesteader  taken  in,  but  I  can  not  conceive  of  anyway  by 
which  you  can  do  it. 

Mr.  BuLKLEY.  I  wish  jou  would  tell  us  about  the  operation  of 
that  school  fund  which  is  loaned  directly  to  the  farmers  in  your 
State. 

Mr.  Fischer.  We  have  the  best  opportunity  there  in  that  State 
to  do  what  you  are  trying  to  do  in  a  national  way ;  they  could  hive 
done  it  in  a  State  way,  but  they  did  not  do  it.  Just  as  I  said  yestc^ 
day,  the  moment  the  matter  of  interest  rate  comes  up,  or  a  reaucticn 
of  interest  rates,  the  banking  committee  sees  that  that  thing  is 
pigeonholed  and  does  not  come  out  of  the  committee. 

Mr.  BuLKLEY.  They  lend  State  funds  at  6  or  6J  per  cent,  and 
that  is  lower  than  the  market  rate,  is  it  not? 

Mr.  Fischer.  Well,  that  helps  to  keep  the  interest  rate  down. 
But  land  is  going  up ;  it  is  higher  priced ;  the  mortgage  indebtednesi 
grows  larger,  and  consequently  there  is  not  enough  to  go  around; 
and  these  fellows  that  had  it — as  I  said,  in  my  county  60  per  cent 
of  those  that  started  to  borrow  and  have  borrowed  since  1892— hav« 
to  renew.  Fifty  miles  west  of  us,  in  Sully  County,  it  is  up  to  85 
per  cent. 

Senator  Hollis.  And  what  percentage  of  the  mortgages  are  fore- 
closed ? 

Mr.  Fischer.  As  far  as  the  percentage  of  foreclosures  is  concerned) 
I  have  not  the  figures  with  me^  but  I  can  tell  you  in  this  way :  Last 
fall  the  Rapid  City  Guide,  which  is  one  of  our  Black  Hill  p!apcr8— 
that  is  right  on  the  edge  of  the  big  reservation — I  picked  that  up 
in  a  hotel,  and  there  were  26  foreclosures  in  that  issue  of  that  paper. 

Senator  Hollis.  You  mean  there  were  that  number  of  foreclosum 
advertised,  do  you  not? 

Mr.  Fischer.  Yes,  sir;  advertised;  and  none  of  them  were  for 
over  $250,  and  the  majority  of  them  were  for  about  $100. 

Mr.  BuLKLEY.  Are  those  school-fund  loans? 

Mr.  Fischer.  No:  that  was  where  the  banks  were  following  op 
these  homesteads.  They  get  these  lands  for  practically  nothing  is 
that  way. 
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Senator  Holus.  That  is,  they  loan  a  small  amount  of  money  on 
he  farm  and  foreclose  the  mortgage,  and  the  man's  equity  is  wiped 
>ut  and  the  redemption  lapses,  and  then  they  own  the  land? 

Mr.  FiscHEB.  Yes;  and  then  they  own  the  land. 

Senator  Hollis.  And  they  get  it  very  cheaply.  And  that  is  part 
it  their  policy,  as  you  understand,  to  give  these  small  loans  and 
nake  a  foreclosure,  and  in  that  way  steal  the  lands;  is  that  correct? 

Mr.  FiscH£B.  Conditions  show  that  that  is  true.  They  practically 
lo  steal  the  land.  If  there  is  a  way  to  help  that  homesteader  as  this 
Jovemment  helps  the  Indian  on  tnat  same  reservation  it  should  be 
lone. 

Mr.  BuLKLEY.  Is  there  any  favoritism  in  passing  on  applications 
:or  loans  from  the  school  fund? 

Mr.  Fischer.  Oh,  well,  you  can  not  say  that.  It  is  done  by  the 
various  counties,  the  various  county  commissioners.  I  would  not 
iccuse  anyone,  so  far  as  favoritism  is  concerned;  I  would  not  think 
>f  that. 

Mr.  BuLKLEY.  Have  there  been  any  complaints  along  that  line? 

Mr.  Fischer.  The  complaints  are  along  the  line  that  there  is  not 
mough  money. 

Mr.  Platt.  That  is  a  pretty  universal  complaint,  is  it  not? 

Mr.  Fischer.  Yes.  You  see,  the  rate  east  of  the  Missouri  River  is 
5  per  cent;  the  length  of  time  is  5  years.  If  you  do  not  pay  it — and 
f ou  pay  this  interest  in  advance — ^Dut  if  you  can  not  pav  that  loan, 
one-half  of  1  per  cent  penalty  is  added  by  the  State  itself  on  its  own 
taxpayers,  who,  not  through  any  fault  of  their  own,  have  lost  out  and 
could  not  pay  on  account  of  climatic  conditions  or  sickness 

Mr.  Brown.  Or  failure  of  crops  ? 

Mr.  Fischer.  Yes;  failure  of  crops.  West  of  the  Missouri  River 
they  charge  6^  per  cent,  and  the  farmer  is  in  a  still  worse  condition 
than  the  one  east  of  the  river ;  and  if  he  is  prevented  by  climatic  con- 
ditions or  by  sickness  from  paying  when  due,  he  is  screwed  up  another 
one-half  of  1  per  cent  penalty. 

Mr.  Platt.  Does  the  State  ever  foreclose  those  mortgages  ? 

Mr.  Fischer.  They  have  not  yet;  but  the  time  is  coming  when  they 
will.  They  do  not  dare  to  do  so  now,  as  that  would  raise"  an  awful 
howl. 

Mr.  Platt.  Are  the  mortgagors  behind  on  their  interest? 

Mr.  Fischer.  They  are. 

Mr.  Platt.  That  is  an  example  of  Grovernment  loans  direct. 

Senator  Hollis.  I  suppose  your  crop  failures  result  from  drought, 
do  they  not  ? 

Mr.  Fischer.  Yes;  generally. 

Senator  Hollis.  And  you  have  had  two  or  three  bad  years? 

Mr.  Fischer.  Yes;  they  just  happened  to  have  two  or  three  bad 
years. 

Senator  Hollis.  Yes. 

Mr.  Fischer.  But  instead  of  adding  a  penalty,  they  might  have 
done  it  in  some  other  way. 

Mr.  Platt.  By  foreclosure,  for  instance? 

Mr.  Fischer.  jIo;  what  I  mean  to  say  by  that  is,  not  by  foreclosure, 
bat  they  ought  to  give  these  people  a  better  layout  and  not  add  tha.\ 
penalty.  It  is  hard  enough  not  to  be  able  to  pay  the  interest;  but 
when  you  add  on  top  of  that  the  penalty,  that  makes  it  worse. 
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Mr.  Platt.  Are  not  some  of  the  people  who  borrow  this  State 
money  men  who  have  had  no  experience  m  farming? 

Mr.  Fischer.  No.  I  will  tell  you  there  are  very  few  of  them  who 
get  the  State  money  who  have  had  no  experience  in  farming;  the 
State  looks  out  for  that.  They  have  some  very  strong  applicancnu, 
just  the  same  as  we  have.  Now,  for  instance,  a  man  makes  an  appli- 
cation with  us ;  he  has  to  tell  the  State  what  that  money  is  going  to  be 
used  for,  and  he  has  got  to  swear  to  it  before  a  notary  public. 

Senator  Hollis.  Now,  what  do  you  think  of  that  feature?  Do  yon 
think  that  is  a  useful  or  a  harmful  feature? 

Mr.  Fischer.  Do  you  mean  where  they  must  state  the  purpose  in 
the  application? 

Senator  Hollis.  Yes;  making  the  applicant  state  what  he  wants 
the  money  for  ? 

Mr.  Fischer.  I  think  that  is  the  very  thing  that  ought  to  be  done. 

Mr.  Platt.  Do  they  alwajs  use  the  money  for  the  purposes  stated! 

Mr.  Fischer.  They  certainly  come  pretty  near  doing  so.  Ninety- 
nine  per  cent  of  them  do,  because  they  could  not  come  back  and  get 
any  more  money  if  they  did  not. 

Mr.  BuLKLEY.  Mr.  Fischer,  in  the  light  of  your  experience  in 
South  Dakota  of  loans  of  school  funds  oy  the  State  direct  to  the 
farmer,  what  are  vour  objections  to  direct  Government  loans? 

Mr.  Fischer.  Well,  I  certainly  object.  I  can  not  express  it  any 
better.     I  know  that  it  is  a  failure. 

Mr.  Bui.KLEY.  Well,  in  what  respect  is  it  a  failure? 

Mr.  Fischer.  For  instance,  there  are  many  people  who  can  not 
be  supplied;  there  is  not  enough  of  the  money  to  supply  them  all; 
of  course,  it  is  growing  all  the  time,  getting  larger. 

Mr.  BuLKLEY.  That  is  not  a  very  fundamental  objection;  if  the 
United  States  Government  went  into  the  business,  you  would  not 
doubt  that  it  would  have  enough  money  for  them  all,  would  you  ? 

Mr.  Fischer.  I  do  not  doubt  that ;  but  I  would  much  prefer  to  do 
it  through  private  means  with  Government  supervision.  Our  State, 
of  course,  could  not  do  that  As  you  have  this  bill  drawn,  in  my 
estimation,  and  as  far  as  our  State  is  concerned,  it  will  fill  the  re- 
quirements. 

Mr.  BuLKLEY.  I  understand;  but  we  have  a  number  of  Members  of 
Congress  who  are  urging  direct  Government  loans,  and  I  would  like 
to  hear  what  specific  objections  there  are  to  that. 

Mr.  Fischer.  I  had  not  any  specific  objections,  only  I  know  that 
this  is  a  better  proposition  to  do  it  this  way  than  in  that  way. 

Mr.  BuLKLEY.  Well,  is  there  not  something  in  your  South  Dakota 
experience  that  would  throw  more  light  on  that,  and  show  us  just 
why  the  direct-loan  plan  is  a  failure? 

Mr.  Fischer.  Well,  we  have  not  had  experience  enough  in  that, 
so  far  as  I  am  concerned,  for  me  to  give  any  idea  upon  it.  Now, 
I  do  not  want  to  say  that  it  is  a  failure ;  I  do  not  want  to  be  misunder- 
stood; I  say  it  has  been  a  vast  help,  the  same  as  it  has  been  a  help 
for  the  life  insurance  companies'  money  to  come  in  there  in  tM 
past  six  or  seven  years.     It  has  helped  the  people. 

Mr.  Platt.  Does  the  State,  in  lending  its  money,  always  give  as 
much  attention  to  the  matter  of  security  as  the  lite  insurance  com- 
panies do,  for  instance  ? 
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Fischer.  They  certainly  do. 
Platt.  The  State  loans  are  all  ffood,  are  they  ? 
Fischer.  I  should  certainly  cafl  95  per  cent  of  them  as  good 
'  life  incurance  company's.    There  are  restrictions  placed  aromid 
an  to  such  an  extent  that  there  is  no  loss  there,  or  if  there  was 
t  would  be  a  minimum. 

Platt.  The  State  is  losing  interest  on  a  lot  of  them,  is  it  not? 
Fischer.  I  would  not  say  it  was  losing  interest  on  them ;  they 
dmply  got  to  carry  these  men. 
Platt.  But  they  are  losing  the  interest  now  ? 
Fischer.  They  are  losing  the  interest  now,  but  eventually  the 
rill  have  to  pay  it  or  deed  his  land  over  to  the  State, 
ator  HoLLis.  Mr.  Fischer,  there  are  a  great  many  applications 
e  State  loans,  are  there  not? 
Fischer.  Yes,  sir. 

ator  HoLLis.  Therefore  the  State  is  enabled  to  select  only  the 
)est  ones,  and  therefore  there  would  be  no  excuse  for  it  not  to 
jood  security,  would  there? 
Fischer.  There  is  no  excuse  whatever  for  that, 
ator  HoLLis.  But  if  it  were  thrown  open,  so  that  if  they  had 
down  through  the  list  and  consider  what  loans  were  really 
,  the  class  might  not  be  as  high  as  it  is  with  a  limited  amount  to 
is  that  not  true? 

Fischer.  Why,  you  might  look  at  it  in  that  way,  too,  and  it 
be  the  right  way  to  look  at  it. 
ator  Holms.  Yes. 

Fischer.  But  you  take  the  life  insurance  companies,  and  they 
0  trouble. 
Platt.  There  is  no  favoritism  in  making  the  State  loans,  is 

Fischer.  No,  sir;  I  have  never  seen  any. 
Platt.  And  no  politics? 

Fischer.  Well,  politics  might  cut  some  figure  once  in  a  while. 
Woods.  Does  the  State  loan  on  lands  west  of  the  Missouri 
i 

Fischer.  Yes ;  it  loans  on  lands  west  of  the  river  in  this  way, 
:  you  buy  those  State  school  lands,  they  allow  you  to  buy  them 
ay  that  leaves  a  certain  amount  due  on  them,  under  a  mortgage 
d  of  trust.  They  charge  you  6i  per  cent  interest,  and  in  case 
ure  to  pay  that  interest  they  add  an  additional  penalty  of  one- 
f  1  per  cent. 

Platt.  Is  not  that  6^  per  cent  lower  than  anybody  else  would 
.t  on  the  same  land 

Fischer.  I  will  admit  that.  But  in  order  to  build  up  the 
jj  thev  ought  to  have  a  better  rate  of  interest.  The  insurance 
nies  do  not  go  west  of  the  river  up  to  the  present  time,  at 
tiot  to  my  knowledge.    They  all  stay  east  of  the  Missouri 

Woods.  Would  you  consider  that  the  State  loans  assist  in 
g  down  the  rates  of  interest? 

Fischer.  They  have  assisted  in  doin^  that.    T  certainly  must 
that 
Woods.  Yes. 
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Mr.  Platt.  Has  the  value  of  the  lands  west  of  the  Missouri  River 
increased,  generally  speaking? 

Mr.  Fischer.  No.  i  ou  see  the  failure  of  crops  the  three  last  years 
there  was  very  unfortunate,  and  there  is  no  increase  of  value.  In 
fact,  where  four  years  ago  we  paid  as  high  as  $1,000  for  a  quarter 
section  of  land,  after  it  was  proved  up  you  could  buy  that  same  land 
for  $500  to  $800. 

Mr.  Platt.  Then  you  would  not  say  that  it  was  always  a  safe 
proposition  to  lend  50  per  cent  of  the  value  of  the  land,  would  you? 

Mr.  Fischer.  Well,  it  is  not  in  the  beginning,  but  when  these 
mortgage  companies  get  hold  of  this  land  and  go  to  the  little  news- 
papers m  the  country  and  boost  it  up,  there  is  no  danger  of  that  land 
ever  coming  down  unless  there  is  a  continuous  failure  of  crops  for 
more  years  than  three. 

Mr.  Platt.  Lands  have  sold  in  South  Dakota  for  less  than  the 
value  of  the  mortgages,  have  they  not? 

Mr.  Fischer.  They  have  sold  for  less  than  it  cost  to  prove  them 
up  under  the  land  laws.     [Laughter.] 

Mr.  BuLKLEY.  Mr.  Fischer,  have  you  concluded  all  that  you  want 
to  say? 

Mr.  Fischer.  Yes;  I  did  not  want  to  occupy  any  more  of  the 
time  of  the  committee. 

Mr.  Bulkley.  Well,  we  thank  you  very  much  for  your  state- 
ment; it  has  been  very  interesting  indeed. 

Mr.  Fischer.  Well,  I  want  to  thank  you  gentlemen  for  giving  one 
of  the  humblest  citizens  of  the  United  States  a  chance  to  tell  what 
he  does  know. 

Senator  Hollis.  We  feel  very  much  obliged  to  you,  Mr.  Fischer. 
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House  of  Repeesentattves, 

WashmgUmj  D.  C. 
be  committees  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
I.  Robert  J.  Bulklw,  presiding. 

resent:  Senator  Bfoms  and  Representatives  Brown,  Stone,  Sel- 
Liidge,  Weaver,  Ragsdale,  Hayes,  Woods,  and  Piatt. 
T.  BuLKLEY.  Mr.  Rscher,  you  may  continue  your  statement, 
[lie  continuation  of  the  statement  of  Mr.  Fischer  may  be  found 
age  144,  proceedings  of  February  18.) 

TEMENT  OF  JOHN  LEE  GOUITEB,  SEGBETABT  OF  THE 
IHTED  STATES  COMMISSION  TO  INVESTIGATE  AND 
rUDT  BUBAL  GBEDITS. 

matorHoLLis.  Give  jour  full  name  and  position  and  so  on, 
se,  so  that  it  may  go  mto  the  record. 

r.  CoiTLTEK.  My  name  is  John  Lee  Coulter.     My  prcsgent  posi- 
is  in  the  Department  of  Commerce,  although  my  principal  in- 
3t  is  that  of  farming  in  Minnesota. 

matorHoLLis.  How  long  have  you  been  in  the  Department  of 
imerce  ? 

r.  Coulter.  I  have  been  employed  there  oflF  and  on  since  1909, 
not  continuously  employed, 
mator  Hollis.  In  what  line  of  work  ? 

r.  Coulter.  For  about  three  years  I  have  had  charge  of  the 
cultural  statistics  in  the  Census  Bureau,  the  compiling  of  the 
)  census  of  agriculture. 

3nator  Hollis.  In  how  much  land  are  you  interested  in  Min- 
.ta? 

r.  Coulter.  Well,  I  am  directly  and  indirectly  interested  in 
dderably  over  1,000  acres  there,  and  through  my  wife,  in  some 
L  in  Texas,  dso  some  in  Oklahoma,  a-nd  personally,  to  a  small 
nt,  in  some  land  in  Florida. 

^ator  HoLLis.  Do  you  personally  direct  the  farming  operations  ? 
T.  Coulter.  No;  I  do  it  by  correspondence  largely.     Although 

dt  the  farm 

3nator  Hollis  (interposing) .  You  have  done  it  personally,  how- 
•,  have  you  not  ? 

r.  Coulter.  Oh,  yes;  until  1910  I  scarcely  ever  spent  a  summer 
y  from  the  farm;  and  I  have  directed  the  farm  labor  with  from 
X)  75  hired  laborers  on  it.  I  have  also  done  the  work  from  5 
)ck  in  the  morning  until  8  or  10  o'clock  at  night  as  a  regular 
g. 

enator  Hollis.  Dr.  Coulter,  you  were  a  member  of  the  United 
;es  commission  that  went  to  Europe  last  year,  were  you  not? 
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Mr.  CouLTEB.  Yes,  sir. 

Senator  Hollis.  And  you  actually  went  to  Europe,  did  you  not! 

Mr.  CouLTEB.  Yes,  sir. 

Senator  Hollis.  And  were  with  the  commission  throughout  the 
trip? 

Mr.  CouLTEB.  Yes;  that  is  to  say,  we  divided  up,  more  or  less.  I 
was  not  personally  with  the  large  body  of  the  American  commission 
very  much,  and  I  do  not  think  I  was  with  other  members  of  the 
Umted  States  commission  more  than  half  the  time  at  most,  because 
I  had  previously  made  a  study  for  several  vears  of  conditions  in 
Italy,  uermany,  and  France,  particularly,  and  I  wanted  to  study  it 
jBrst  hand,  after  merely  seeing  the  illustrations  in  those  countries, 
the  Russian  policv,  and  that  of  some  of  the  other  countries;  and  I  dui 
that  principally  because  of  the  talk  in  this  coxmtry  of  Government 
loans.  I  knew  that  Russia  was  the  leading  country  of  the  world  in 
that  respect,  and  I  wanted  to  find  out  why  and  something  about 
how  it  worked,  and  some  of  the  conditions  existing  there. 

I  also  knew  that  Holland,  for  instance,  was  one  of  the  countries 
where  the  Landschaften  system,  the  purely  mutual  societies,  seemed 
not  to  have  gotten  a  stronghold.  I  knew  that  there  were  in  that 
little  country  50  or  75  joint-stock  mortgage  companies  that  did  busi- 
ness with  farmers,  and  I  wanted  to  see  how  it  was  working  out;  and 
so  in  Belgium  and  Denmark,  and  some  of  the  other  countries. 

But  I  aid  spend  some  time  with  Mr.  Moss  and  the  others  in  Italy 
and  France,  Germany,  Austria,  and  Hungary. 

Senator  Hollis.  You  may  now  proceed  with  your  statement,  Dr« 
Coulter,  in  your  own  way.  ' 

Mr.  Coulter.  Before  taking  up  that  matter,  I  might  say  a  woid| 
if  the  members  of  the  committee  would  like  to  get  details,  with  refer- 
ence to  State  loans  on  farm  lands.  I  think  I  could  very  easily  get 
together  some  material  on  that  subject. 

About  six  years  ago  I  made  a  careful  study  of  that  problem  in 
several  States,  and  have  the  manuscript  which  I  wrote  up  for  people 
interested  at  that  time,  giving  the  detailed  experiences  of  some  of  mm 
States — the  States  that  do  the  most  of  it. 

Minnesota  does  an  immense  amount  of  that  sort  of  thing,  with  it» 
school  funds.  North  Dakota,  since  statehood,  has  loanea  miUimi0 
and  millions  of  dollars  to  the  farmers  on  farm  land,  and  some  other 
States  have  done  the  same  thing.  I  see  Mr.  Norton  here  from  Nortb 
Dakota;  he  knows  all  about  the  details  in  that  State;  and  he  is  fl 
Member  of  the  House  of  Representatives.  But  I  have  all  of  thoM 
details,  if  the  members  of  the  conunittee  wish  to  have  them  at  attj 
time. 

Senator  Hollis.  Will  you  not  give  us  your  conclusions  on  ih^ 
subject  ? 

Mr.  Coulter.  Well,  I  think  that  so  far  as  States  have  trust  fundilp 
such  as  school  funds,  or  university  funds,  or  capitol  funds,  or  oth^f* 
such  moneys,  it  is  a  very  good  use  to  make  of  such  funds  to  inveet 
them  in  mortgages.  I  thmk  it  is  very  much  better  than  for  thi 
States  to  continue  holding  the  land  and  trying  to  rent  it  out.  I 
sonally  inspected  a  good  many  pieces  of  land  m  connection  with 


point.  For  instance,  in  North  Dakota  a  few  years  back  a  great  mai^ 
lands  were  leased  out  bv  the  State;  the  State  wanted  to  hold  the  laBi 
until  it  could  get  a  higner  price  for  it;  and  they  were  getting  a  i^iAf 
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good  income  in  the  meantime  by  renting  the  land.  I  remember  inter- 
viewing farmei's  all  around  these  patcnes  of  land,  and  the  farmers 
were  disgusted  with  the  system,  because  it  was  entirely  a  renting 

Eroposition.  The  people  operating  those  rented  lands  did  not  try  to 
eep  down  the  foul  weeds,  like  tne  mustard  and  wild  oats.  And 
fanners  around  there  occupjdng  their  own  lands  had  to  do  everything 
in  the  way  of  keeping  the  roadside  clear,  and  in  spite  of  what  they 
did,  the  weeds  went  across  the  road.  A  quarter  section  of  this  rented 
land  had  to  be  thrashed,  and  the  machine,  after  it  left  there,  carried 
in  the  separator  all  sorts  of  foul  weeds;  and  the  wagons  driving 
across  picKed  up  the  weeds  and  scattered  them;  and  farmers  gen- 
erally were  disgusted  witli  the  whole  idea  of  the  renting  system. 
Senator  Hollis.  That  is,  unless  a  man  actually  owns  tlie  land,  or 

expects  to  do  so 

Mr.  Coulter  (interposing).  He  is  not  interested. 
Senator  Hollis.  He  will  skin  the  land  and  will  not  keep  it  in  shape  ? 
Mr.  Coulter.  He  will  not  keep  it  in  shape,  and  he  will  not  do  his 
road  work  around  it  or  he  will  do  it  in  a  slovenly  manner.  He  will 
not  take  care  of  the  fences  and  the  building  unless  he  knows  that  he 
is  personally  interested — or  unless  as  they  do  in  some  European  coun- 
tnesy  the  tenant  is  compensated  when  he  leaves  for  all  additions  and 
improvements  or  benefits  which  he  left  on  the  farm;  but  that  is  a 
verv  difficult  thing  for  the  State  to  go  into. 

On  the  other  hand,  I  think  the  States  does  well  to  lend  the  funds; 
and  I  personally  heartilv  anprove  of  the  idea  of  lending  them  to  some 
extent  to  farmers.  I  think  they  should  be  offered  to  any  applicant 
with  as  good  security  as  those  municipal  bonds,  or  county  bonds,  or 
where  there  is  absolutely  good  security — that  is,  for  the  benefit  of  the 
ichools. 

Mr.  BuLKLET.  In  connection  with  what  you  are  Just  saying  about 
the  care  which  a  tenant  gives  to  his  land,  Mr.  Coulter,  have  you 
observed  any  difference  in  the  care  taken  by  mortgagors  and  persons 
who  hold  their  land  free  ? 

Mr.  Coulter.  Yes;  I  have.  I  have  personally  been  so  interested 
in  it  that  I  have  spent  a  great  many  hundred  dollars  in  looking  into 
it.  My  father  is  now  gettmg  to  be  so  old  that  he  has  to  quit  the  farm, 
tnd  somebody  has  to  run  it,  and  it  is  very  difficult  to  get  a  manager. 
In  the  family  we  have  several  hundred  acres  that  have  either  got  to 
be  patched  out  to  tenants  or  sold,  or  else  I  have  got  to  go  bacJc  and 
live  on  the  land,  and  there  is  one  of  the  "back  to  the  farm"  problems. 
And  I  have  tramped  up  and  down  the  United  States  trying  to 
figure  out  what  is  tne  best  way  to  operate  the  land  if  you  do  not 
want  to  live  on  it  yourself,  and  1  must  confess  that  unless  you  adopt 
tsystem  of  lon^-time  leases  and  have  a  contract  arrangement  whereby 
the  tenant  is  going  to  get  and  knows  that  he  is  going  to  get  the  benefit 
<rf  any  good  mat  ne  does  to  the  farm  itself  at  the  termination  of  his 
lewe  I  think  the  leasing  proposition  is  a  mighty  poor  business. 

Mr.  BuLKLEY.  What  I  want  to  know  is  this:  Does  a  man  who 
owns  his  farm,  free  of  encumbrance,  take  better  care  of  it  than  the 
man  who  has  a  big  mortgage  on  his  farm  ? 

Mr.  Coulter.  I  do  not  Imow  that  there  is  much  difference  between 
the  owner  who  is  free  and  the  owner  who  is  mortgaged;  but  I  think 
tiiere  is  a  very  decided  difference  between  the  owner  and  the  tenant. 
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Now,  on  the  other  question,  since  you  ask,  the  State  of  WisconsiD, 
about  two  years  ago,  through  some  State  officers,  asked  me  to  inv6»-  j 
tigate  that  question  to  some  extent. 

The  census  report  showed  that  Wisconsin  had  more  mortgaced 
farms,  a  larger  proportion  of  mortgaged  farms  to  owned  farms,  free 
from  encumbrance,  than  any  other  State  in  the  Union;  and  they 
wanted  to  find  out  whethei  the  State  was  going  to  the  dogs  or  whether 
investigation  would  show  that  the  farms  operated  by  owners  witk 
mortgages  were  as  well  managed  and  operated  and  kept  up  as  the 
others. 

I  will  give  you  just  one  simple  result  that  I  found  for  the  United 
States.  I  took  the  matter  up  not  as  a  local  question  but  as  a  na- 
tional question.  The  results  of  the  census  showed  that  there  were 
about  2,250,000  farms  operated  by  owners,  free  from  debt,  and  some- 
thing over  1,000,000  farms  operated  by  owners  who  had  mortgages 

Senator  Hollis.  Do  you  mean  in  the  entire  United  States  I 

Mr.  Coulter.  Yes;  in  the  entire  United  States.  Now,  I  compared 
those  two  groups  so  that  you  could  not  say  that  it  was  any  special 
condition  tnat  would  offset  general  conclusions;  and  I  founa  thtt 
the  "  owners  mortgaged ''  had  larger  farms  than  the  "  owners  free  from 
debt."  In  other  words,  they  had  purchased  lands  with  their  bo^ 
rowed  money.  They  had  an  average  of  10  acres  more  per  fann  for 
the  whole  coimtry. 

But  what  was  more  significant,  the  "  owners  mortgaged, "  had  more 
improved  land  per  farm.  The  owners  who  were  free  from  mortgage 
had  64  acres  per  farm  for  the  whole  country,  while  the  owners  idfli 
mortgages  had  nearly  82  acres  per  farm.  There  were  18  acres  more 
per  farm  being  cultivated  by  those  farm  famiUes  who  had  mortgagee. 

It  seemed  that  they  were  using  that  money  to  improve  and  devdop 
the  farms.  I  foimd  that  the  average  value  of  land  per  farm  free  from 
debt  as  $3,588,  and  for  those  which  were  mortgaged  it  was  $4,913. 
In  other  words,  it  was  $1,400  more  per  farm;  the  farmers  with  mortg- 
ages have  more  valuable  farms. 

I  wanted  to  find  out  why  that  was;  and  so  I  took  the  question  of 
buildings  per  farm. 

For  tke  whole  United  States  the  ^'owners  free"  have  buildings  on 
their  farms  with  an  average  value  of  $1,093.  The  "o^Tiers  mortr 
gaged  ^*  have  buildings  with  an  average  valuation  of  $1,284;  that  is 
to  say,  there  is  nearly  $200  per  farm  more  invested  in  buildings  by 
the  mortgaged  farmers  that  the  free  farmers;  but  I  raised  the  ques- 
tion do  they  cultivate  better;  do  they  farm  better 

Mr.  BuLKLEY  (interposing).  Miiy  I  interrupt  you  a  moment,  Dr. 
Coulter?  Does  that  make  the  value  of  the  land  the  same  in  the  two 
cases  ? 

Mr.  Coulter.  No;  it  Ls  hi^jher  for  the  mortgaged  farmer. 

Mr.  BuLKLEY.  It  is  higher  for  the  mortgaged  farmer  per  acre? 

Mr.  Coulter.  Yes;  higher  nor  acre.  The  averaj^e  value  per  acre 
for  all  land  in  ''owned  farms  free  from  mortgage"  is  $26.46,  and  for 
mortgaged  farms  it  is  $33.87.  And,  as  I  say,  I  raised  the  question, 
Does  thelarmer  who  has  a  mortgage  farm  better  than  the  farmer  who 
is  free?  Are  they  likely,  alter  all,  to  turn  out  to  be,  generally  speak* 
ing,  more  progressive  and  to  be  the  farmers  who  have  more  Dusiness 
knowledge  ?    And  I  found  this  fact:  That  the  average  value  of  imple- 
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its  and  machinery  per  farm,  the  equipment  of  the  farm  for  farms 

led  free  from  debt,  was  $194,  and  for  farms  mortgaged  $271. 

re  was  over  $75  per  farm  more  of  equipment  for  the  mortgaged 

aer. 

bi  the  cjuestion  of  value  per  acre,  the  average  value  of  implements 

machinery  per  acre  of  unproved  land — assuming  that  all  of  the 
lements  .and  machinery  are  used  on  the  improved  land,  and 
ring  in  mind  that  this  is  an  average  for  two  and  one-quarter 
ion  owned  farms  free  and  over  1,000,000  owned  farms  mort- 
ed — the  value  of  implements  and  machinery  per  acre  of  improved 
i  for  owners  free  was  $3.01 — of  course,  that  is  getting  down  to 
iils  merely  by  division— -  and  for  owned  farms,  mortgaged,  the 
le  was  $3.33.  In  other  words,  the  farmer  with  a  mortgage  had 
ients  per  acre  more  invested  in  implements  and  machinery  than 

the  farmer  free  from  mortgage,  thus  showing  the  more  intensive 

ivation. 

merely  cite  that  fact  because  I  know  that  that  question  is  likely 

3ome  up  in  such  investigations;    and  hence  I  offer  that  as  an 

itration. 

made  the  same  study  for  Wisconsin,  as  an  individual  State 

[r.  BuLKLEY  (interposing).  Excuse  me  for  interrupting,  but  have 

any  facts  showing  as  to  whether  the  mortgaged  farmers  use  up 
T  soil  more  than  the  free  farmers  do  ? 

[r.  Coulter.  The  only  thing  I  could  say  on  that  woidd  be  to 
IV  the  extent  to  which  they  seem  to  actually  cultivate  their  land. 
•  mortgaged  farmers  seem  to  be  better  equipped.  I  could  not, 
instance,  get  information  showing  whether  they  used  more  fer- 
»r.  I  have  not  the  details  of  that,  nor  of  many  other  similar 
jfe;  but  they  seemed  to  be  better  equipped  with  live  stock,  with 
lements  and  machinery  and  with  builainffs,  and  there  were  more 
rovements.     Out  of  each  100  acres  they  had  more  improved  land 

in  every  way  they  seemed  to  be  the  most  successful  farmers, 
have  just  finished  another  study;  there  is  no  printed  report  on  it 
ar,  but  I  asked  the  Census  Office  to  authorize  me  to  do  the  work. 

actual  age  of  each  farmer  was  ascertained  in  connection  with  the 
ms,  and  1  made  a  little  study  to  see  whether  farmers  with  mort- 
is were  younger  men,  or  older  men;  whether  they  were  the  new 
aers  just  commg  on  and  who  were  better  acquainted  with  business 
hods,  etc.,  or  the  older  homesteaders,  the  early  farmers, 
nd  it  seems  that  the  owners  mortgaged,  generally  speaking,  are 
younger  farmers. 

3nator  Hollis.  Well,  possibly  by  the  time  they  got  older  they 
e  been  able  to  pay  off  the  debt. 

T.  Coulter;   Yes;  they  have  been  able  to  pay  off  the  debt;  that  is 
•ffsetting  item  I  was  going  to  mention. 
3nator  Hollis.  Yes. 

r.  Coulter.  It  seemed  absolutely  impossible  to  prove  anything 
her  by  gathering  these  facts;  but  from  observation  I  feel  that, 
orally  speaking,  the  farmer  who  understands  the  business  well 
igh  to  take  chances  on  a  mortgage,  a  man  who  takes  out  a  mort- 
)  because  he  sees  an  advantage  m  it,  will  be  able  to  pay  it  oft. 
OT  instance,  my  first  experience  with  a  mortgage  was  a  detormi- 
on  to  straighten  up  the  current  outstanding  obligations  and  pay 

for  absolutely  everything  the  day  it  was  bought.     If  it  were  a 
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thrashing  machine,  we  paid  down  $3,000  in  cash  and  got  all  the  &> 
counts  going,  and  f ouna  it  was  a  distinctly  profitable  method  of  go&> 
ducting  farming. 

Mr.  Hayes.  As  it  is  of  conducting  every  other  business. 

Mr.  Coulter.  I  think  it  must  be,  although  I  do  not  know  as  mock 
about  other  kinds  of  business. 

Mr.  Hayes.  I  have  been  in  a  good  many  businesses,  and  I  think m. 

Senator  Hollis.  Well,  there  is  an  interesting  statement  in  thi 
newspaper  this  morning  which  comes  from  Mr.  James  B.  Forgan.  thi 
banker,  of  Chicago,  in  which  he  says  that  the  up-to-date  merchaiit 
now,  instead  of  paying  for  his  goods  by  notes,  borrows  money  at  thi 
bank  and  gets  tae  advantage  of  the  cash  discounts,  and  that  he  findi 
it  profitable.     That  is  just  an  illustration. 

Mr.  Hayes.  Cash  within  10  days;  that  is  the  general  rule  now. 

Mr.  Platt.  On  the  whole,  it  appears  from  your  statement  thit 
oppressive  rates  of  interest  have  not  oppressed  the  farmers  veij 
much.  The  vounger  men  have  mortgages  and  they  are  able  to  pay 
them  off  as  they  go  along. 

Mr.  Coulter.  I  think  that  is  an  interesting  illustration  of  the 
extent  to  which  age  enters  into  this  problem.  When  I  was  an 
infant  in  arms  the  subject  was  widely  discussed  by  Henry  Geoige 
and  others,  and  I  used  to  have  the  idea  that  the  youne  man  now 
had  no  chance  at  all.  Evidently  that  was  so  from  tne  vnitingi 
of  such  men,  and  that  the  young  man  could  not  get  along  il 
all  and  the  country  was  rapidly  filUng  up  with  tenants,  and  it  Wii 
necessary  for  the  Government  to  jump  in  and  do  something  to  pre* 
vent  that. 

I  have  before  me  now  the  first  concrete  evidence  that  I  haft 
obtained,  outside  of  general  observation  and  study,  that  the  condi* 
tion  is  not  so  very  bad.  But,  as  to  ages  of  farmers,  I  wanted  to  see 
how  the  farmers  were  distributed  between  owners  and  tenants,  and 
I  find  that  of  all  the  famers  under  24  years  of  age 

Mr.  BuLBXEY  (interposing).  Is  this  throughout  the  United  States! 

Mr.  Coulter.  This  is  for  the  whole  United  States.  Of  all  farmem 
under  25  years  of  age,  only  23  out  of  each  100  own  their  farms,  either 
free  or  mortgaged,  while  76  per  cent  are  tenants.  In  other  words, 
the  yoimg  fellow  evidently  does  start  in  as  a  tenant;  even  if  he  is 
the  son  of  a  prosperous  farmer,  his  father  does  not  give  him  the  farm 
to  start  with,  but  he  has  to  operate  it  for  a  while  as  a  tenant  and 
demonstrate  that  he  can  do  this. 

With  each  age  group  a  higher  percentage  become  owners  and  s 
lower  percentage  tenants. 

For  instance,  of  farmers  from  25  to  34  years  of  age,  for  the  whole 
United  States,  44  per  cent  are  owners  and  56  per  cent  are  tenants  or 
managers.  Of  the  younger  class,  76  per  cent,  as  I  said,  are  tenants 
or  managers. 

Out  of  every  100  farmers  between  35  and  45  years  of  age,  62  are 
owners  of  the  farms  and  only  38  arc  tenants  or  managers. 

From  45  to  55  years  old,  73  out  of  every  100  are  owners  and  only 
27  are  tenants. 

From  55  to  65  years,  78  out  of  every  100  are  owners  and  only  23 
are  tenants. 

Of  all  farmers  65  years  old  and  over,  85  out  of  each  100  are  owiMl 
and  only  15  are  tenants. 
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Cfow,  the  question  arises  at  once,  what  are  you  going  to  do  about 
>se  15  farmers  who  remain  tenants  until  they  are  65  years  of  a^ 
d  over?  The  National  Government  might  make  them  owners  m 
ne  way.  I  suggested  this  recently  at  a  meeting  of  the  State 
rmers'  Institute  at  Richmond,  Va..  to  an  Englishman  who  makes 
Qual  trips,  I  believe,  back  to  England  and  Ireland,  and  he  says, 
^or  Grod  s  sake,  don't  suggest  that.  He  said,  ''We  are  trying  now 
make  an  owner  out  of  every  Irishman,"  and  he  added,  ''I  am  sur- 
ised  that  there  are  not  more  than  15  per  cent  that  you  could  not 
ike  an  owner  out  of  permanently,  no  matter  how  long  you  tried." 
id  then  he  went  on  to  say  that  we  ought  to  recognize  that,  just  as 
me  men  are  tall  and  some  men  are  short,  and  just  as  some  men  are 
J  and  some  are  thin,  and  some  have  long  hair  and  some  have  not 
y,  and  some  blue  eyes  and  some  dark  eyes,  etc. — so  there  would 
^ays  be  men  who  would  not  be  capable  of  becoming  permanent 
rm  owners;  and  it  would  be  surprising  that  there  were  not  more 
an  15  or  20  per  cent  who  never  aid  become  farm  owners. 
Mr.  Hayes.  And  never  could. 

Mr.  Coulter.  And  probably  never  could,  even  if  the  (Jovemment 
jiuaUv  gave  them  some  assistance. 
Mr.  BuLKLEY.  Dr.  Coulter,  how  old  are  these  figures  ? 
Mr.  Coulter.  This  is  from  the  census  of  1910,  and  it  is  the  first 
ne  that  any  such  figures  have  been  compiled  by  the  Government; 
ey  have  not  been  printed  yet;  it  is  just  a  little  subsidiary  inquiry 
tnch  I  thought  could  be  compiled  from  the  figures  in  the  office.     An 
Bcial  report  on  this  subject  will  soon  be  published. 
Mr.  BuLKLEY.  It  has  been  stated  a  great  many  times,  Dr.  Coulter, 
lat  tenancy  is  increasing  in  this  country.     What  do  your  figures 
low  in  that  respect? 

Mr.  Coulter.  Tenancy  is  increasrag  in  this  country.    And  in  case 
lat  question  should  be  asked,  I  thougnt  I  would  bring  with  me  to-day 
jures  showing  the  actual  increase  for  the  whole  country. 
In  the  last  10  years,  all  the  farms  in  the  United  States  increased 
ily  11  per  cent. 

Mr.  BuLKLEY.  From  what  year? 

Mr.  Coulter.  From  1900  to  1910,  the  farms  increased  11  per  cent, 
uring  that  time  the  farms  operated  by  owners  increased  only  8  per 
)nt  and  evidently,  therefore,  the  tenant  farmers  increased  faster 
lan  the  owners. 
Mr.  Hayes.  Three  per  cent? 

Mr.  Coulter.  Or  taking  the  total  for  the  group  of  tenants,  16  per 
mt 

Mr.  BuLKLEY.  You  can  not  go  back  to  1900  and  make  a  compari- 
m  of  these  figures  according  to  the  age  of  the  farmers,  can  you  ? 
Mr.  Coulter.  No;  I  do  not  believe  I  could,  for  each  age  group. 
It  has  seemed  to  be  a  practical  question,  right  off,  to  see  whether 
fnants  continued  as  tenants  until  they  became  very  old  men. 
I  should  state  here  that  there  is  a  further  point  that  I  have  not  had 
me  to  look  into  in  connection  with  this  inquiry.     I  expect  that 
me  one  will  at  once  say  that  these  tenants,  whenever  they  find  that 
ey  can  not  succeed  and  can  not  buy  the  farms  drift  to  the  cities, 
lat  is  to  say,  that  the  increase  in  the  city  laboring  class  comes  from 
led  tenants  who  never  would  become  owners,     i  do  not  know  that 
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there  is  any  way  to  prove  or  disprove  that  statement,  if  it  ahould  b* 
made.    My  observation  is  that  that  is  not  true. 

Mr.  Hayes.  No. 

Mr.  CouLTEB.  It  seems  to  me  that  the  men  that  leave  the  faimi 
are  not  always  the  ones  that  would  not  become  owners.     It  is,  I 
think,  unfortunately  true  that  it  is  too  often  the  other  way. 
•  Mr.  Hayes.  Yes. 

Mr.  CouLTEB.  The  men  demonstrate  that  they  can  move  modi 
faster  and  do  not  stick  to  that  particular  community.  However,  W9 
have,  so  far  as  I  know,  no  facts  on  that  question. 

Senator  Hollis.  Dr.  Coulter,  your  figures  as  to  the  increase  ift 
farms  do  not  necessarily  indicate  that  more  land  has  been  taken  into 
cultivation  in  that  ratio,  but  that  the  larger  farms  may  be  split  up, 
do  they  not  ? 

Mr.  CouLTEB.  That  is  actually  what  has  happened.  The  actmi 
land  in  farms  increased  only  5  per  cent,  while  the  nimiber  increased 
11  per  cent,  showing  that  there  has  been  a  cutting  up  of  a  great  mai^ 
farms. 

Senator  Hollis.  Do  you  not  think  that  is  a  very  encouraging 
condition  ? 

Mr.  CouLTEB.  Yes;  I  think  it  is  very  encouraging  and  a  movement 
in  the  right  direction. 

Mr.  Platt.  And  that  in  itself  would  give  rise  to  an  increase  in 
tenancy,  would  it  not  ? 

Mr.  CouLTEB.  It  is  very  likely  to  do  so.  And  the  parts  of  the 
country  where  tenancy  has  increased  more  rapidly  are  the  sections 
where  the  size  of  the  owned  farms  has  decreased. 

Mr.  Seldombidge.  Can  you  tell  us  where  the  tenancy  has  increasedl  1 

Mr.  CouLTEB.  Yes;  I  have  the  figures  for  each  State.     Possibly  ii  \ 
would  be  better  to  give  it  by  general  divisions  of  the  country. 

Mr.  Seldombidge.  Yes;  that  is  what  I  had  in  mind,     ^ou  need   \ 
not  take  up  the  time  of  the  committee  by  looking  it  up  now,  but  yon 
might  make  up  a  little  statement  which  we  can  put  in  the  record. 

Mr.  CouLTEB.  I  would  rather  do  it  that  way. 

(The  statement  referred  to  is  as  follows:) 

Increase  of   Farm   Ownership  and   Farm   Tenancy  in  the  United  SxATif 

Between  1900  and  1910. 

For  the  United  States  as  a  whole  there  was  an  increase  of  about  11  per  cent  in  the 
number  of  farms  between  1900  and  1910.  Tenants  increased  somewhat  more  rmpidlf 
than  owners;  thus  there  was  an  increase  of  only  about  8  per  cent  in  the  number  oi 
farms  operated  by  owners,  and  about  16  per  cent  in  farms  operated  by  tenants.  Thi* 
is  a  very  much  better  showing  than  during  preceding  decades.  Thus,  between  18S0 
and  1900  the  increase  in  the  number  of  farms  operated  by  owners  was  less  than  14  pcC 
cent,  while  the  farms  operated  by  tenants  increased  over  56  per  cent.  The  sun* 
statement  applies  with  reference  to  the  movement  between  1880  and  1890.  Duria^ 
that  decade  tne  farms  operated  by  owners  increased  leSvS  than  10  per  cent,  and  f»n0 
operated  by  tenants  increased  over  26  per  cent.  It  would  seem  that  the  country  hid 
commenced  to  establish  itself  on  a  basis  of  normal  progress,  under  whidi  young  nt^ 
generally  start  in  as  laborers  and  tenants  and  graaually  become  owners,  througli  * 
series  of  steps  of  progress. 

Turning  now  to  the  various  divisions  of  the  country,  it  might  be  noted  that  there  Wii 
a  decrease  in  the  number  of  farms  in  the  New  England  States,  and  this  decrease  wi» 
almost  entirely  in  the  tenant  class.  Owners  decreased  in  number  only  143,  wfaili 
tenants  decreased  in  number  nearly  3,000.  In  the  Middle  Atlantic  States,  indudilf 
New  York,  New  Jersey,  and  Pennsylvania,  even  a  better  showing  is  made  for  owMO^ 
since  there  was  an  increase  of  over  1,300  owners  and  a  decrease  of  nearly  19,000  inlhf 
number  of  tenants.    In  the  group  of  States  from  Ohio  to  Illinois,  inclusive,  and  indlldf 
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WiBconsin  and  Michigan,  the  reverse  movement  is  shown.  There  was  a  decr'^ase 
^  per  cent  in  the  number  of  farms  operated  by  owners,  and  an  increase  of  nearly  2 
cent  in  the  number  of  farms  operated  by  tenants.  In  the  group  of  States  west  of 
Wisconsin  and  Illinois  there  was  an  increase  in  the  number  of  owners  of  about  21,000, 
an  increase  in  the  number  of  tenants  of  about  28,000.  In  the  Southern  States 
anding  south  from  Delaware  and  west  as  far  as  Texas  there  was  an  increase  of 
r  170,000  in  the  number  of  farms  operated  by  owners  during  the  last  10  years,  and 
the  same  time  an  increase  of  about  300,000  in  the  number  of  farms  operated  by 
"^^mantB.  This  represents  very  laigely  a  breaking  up  of  the  large  plantations  and  the 
^icliiition  of  improved  land  in  the  same. 

In  the  mountain  States  there  was  an  increase  of  75,000  farms  operated  by  owners, 
^Jid.  only  7,000  operated  by  tenants;  while  on  the  Pacific  slope,  including  California, 
'VVashington,  ana  Oregon,  the  number  of  farms  operated  by  owners  increased  over 
-^SjOOO,  and  the  farms  operated  by  tenants  increased  only  4,800. 

Mr.  Coulter  (continuing).  I  might  say  that  it  is  literally  the  fact 
"fclutt  tenancy  has  decreased  in  a  dozen  or  15  States;  the  percentage 
c>f  the  total  number  of  farms  operated  by  tenants  has  actually  decreased 

-  .1x1  a  considerable  munber  of  States.     It  has  increased  rapidly  in  the 

Southern  States,  where  the  colored  farmers  and  the  poorer  white 

f  ourmers  have  been  taking  part  of  what  were  formerly  the  big  planta- 

"fcions.     In  other  words,  the  tendency  seems  to  be  that  farms  tnrough 

^fcihe  North  are  operated  by  hired  labor  and  are  smaller  than  in  the 

Bouthem  districts  whore   the   big  plantations   are  divided   up  and 

operated  by  croppers,  standing  renters,  and  other  classes  of  tenants 

X^ther  than  by  the  hired  labor.     For  instance,  in  Mississippi  less  than 

20  farmers  out  of  100  liire  any  labor  at  all.     In  Massachusetts  85 

'aimers  out  of  every  100  liire  some  laborers  during  the  year. 

Mr.  Seldomridge.  Can  you  make  any  comparison,  Dr.  Couher,  as 
\)etween  interest  rates  in  the  sections  where  the  tenancy  is  lowest  and 

-  -in  those  sections  where  it  is  highest  ? 

-  ^  Mr.  Coulter.  It  is  the  fact  that  the  interest  rates  are  the  liighest 
Sn  some  parts  of  the  coimtry  where  tenancy  is  also  highest,  and  where 
'tenancy  is  increasing;  but  I  do  not  know  that  there  is  the  relation  of 
^ause  and  effect  there. 

Mr.  Platt.  You  would  not  say,  would  you,  that  the  movement 
toward  dividing  up  the  farms  rather  than  hiring  laborers  is  a  step 
backward;  it  is  rather  a  step  in  advance,  is  it  net? 

Mr.  Coulter.  I  think  it  is  a  step  in  advance. 

Mr.  Platt.  I  think  so. 

Mr.  Coulter.  But  that,  of  course,  is  a  matter  of  opinion  and  might 
not  hold  in  ajl  sections  of  the  countrv^  at  all  times. 

tir.  Platt.  They  are  more  Ukely  to  become  owners  ultimately 
where  they  are  tenants  than  where  they  are  hired  laborers  ? 

Mr.  Coulter.  I  think  so. 

Mr.  Platt.  Certainly  that  is  true. 

Mr.  Hayes.  How  about  the  Far  West;  tenancy  must  be  decreasing 
tfaeret 

Mr.  Coulter.  It  has  not  changed  materially  there.  There  is  no 
big  upward  movement  of  tenancy.  There  seems  to  be  api)roximatoly 
the  normal  number  of  farms  operated  by  tenants  as  the  3'oung  men 
oome  in  and  as  the  old  men  become  retired  owners.  I  must  say  this, 
although  I  think  you  could  pick  up  some  articles  which  I  wrote  when 
I  had  no  business  writing  anything,  where  I  said  that  this  terrible 
tenancy  evil  was  coming  over  the  country.  I  thought  everj^body 
should  oe  an  owner  from  the  day  he  started  operating.  That  was  the 
natural  inclination,  if  you  read  what  was  being  written  at  that  time 


Digitized  by 


Google 


160  BUBAL  CBEDrrS. 

But  it  seems  to  me  now  that  that  is  a  sensible  movement.  ^  ETeiy 
man  has  to  start  in,  unless  he  is  unfortunate  enough  to  inherit  some- 
thing, and  work  his  way  through;  and  I  think  it  is  oest  that  it  should 
be  that  way;  and  I  thmk  it  is  not  at  all  a  bad  thing,  I  reoeat.  thai 
there  is  a  fair  proportion  of  tenants  in  the  country,  eBpecially  if  they 
are  people  who  will  go  right  on  through  the  various  stages,  become 
owners,  and  pay  for  their  places. 

Senator  Hollis.  That  is,  the  result  of  your  researches  did  not  agree 
with  the  theories  -which  you  originally  held  t 

Mr.  Coulter.  No;  ana  it  seems  to  me  that  we  are  not  getting  into 
anv  terribly  bad  condition  as  yet. 

Mr.  Platt.  If  it  were  possible  to  make  such  a  study  as  the  chair- 
man suggested,  of  age  groups,  with  one  of  the  previous  censuses  so  es 
to  show  whether  or  not  the  chances  of  a  man  going  on  a  farm  are  better 
now  than  they  were  10  or  20  years  ago,  it  seems  to  me  that  that 
would  he  a  very  valuable  thing. 

Mr.  CoLT-TER.  I  think  it  would  be,  if  we  could  do  it.  I  shall  look 
into  that  and  soe  if  it  is  practicable. 

Mr.  Woods.  You  have  no  figures,  have  you.  showing  the  death  rate 
among  the  tenants  as  compared  with  the  death  rate  among  the 
ownei's  of  farms  ? 

Mr.  Coulter.  I  have  not. 

Mr.    Platt.  Generally  speaking,    there  is   no   great    increase  of 
tenancy  in  the  Eiisteni  States,  is  there  ? 
Mr.  (?OLT.TER.  Ill  what  States  ? 
Mr.  Platt.  In  the  Xortheasteni  States  ? 

Mr.  Coulter.  No.     .Vs  a  mattoi  of  fact,  there  is  an  actual  decrees! 
in  most  of  the  northeastern  part  of  the  country. 
Mr.  Platt.  Ye*^. 

Mr.  Coulter.  And  tliere  is  a  very  slight  increase  in  some  of  the 
States;  in  Wisconsin,  for  instance,  theie  is  a  very  slight  increase  in 
tenancy;  it  is  almost  insipiifioant. 
Mr.  Platt.  Yes. 

Mr.  Hayes.  Well,  there  is  not  much  tenancy  there,  anyho\ir,  is 
there  ? 

Mr.  Coulter.  No  :  the  tenaiic y  is  very  low  there.  I  might  say  thai 
I  took  that  question  u])  fnither  in  this  way:  I  have  not  quite  coin- 
pleted  the  study  yot.  Init  it  seems  to  me  that  you  can  sav  for  prac- 
tically every  State  in  the  union  that  the  States  where  the  hijrhest 
percentasre  of  faniis  operated  by  tenants  will  be  found,  are  the  States 
where  you  have  the  lowest  percent a;c:es  of  mortgages. 

For  Instance.  WLsoonsbi.  and  two  or  throo  other  States,  where  50 
out  of  100  OAmers  have  nioncragos,  in  those  States,  you  find  the  lowest 
percentage  of  tenancy.  Take  the  Southern  States,  where  there  art 
ver}'  few  mortgages  comparatively-  not  20  farmers  out  of  100,  oB 
the  average,  throughout  15  or  20  Southern  States  have  mortgages— ifl 
those  States  fn>m  50  to  70  per  cent  of  the  fanns  are  operated  bf 
tenants.  In  other  wortt.  if  a  system  is  provided  so  tnat  yoPi 
farmers  could  start  in  as  tenants'  coulil  biiy  the  farm,  and  takei 
mortgage  on  them,  you  woulil  reduce  tenancy  even  now. 

Those  are  matters  of  exact  statistics,  and  not  matters  of  guess. 
Mr.  Platt.  Might  it  not  be  a  good  ]>lan  to  require,  whereafflj 
iNoited  to  buy  a  farm  and  bornnv  money  on  it  through  some  sua 
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1  as  we  mi^ht  provide,  that  he  should  rent  a  farm  and  prove  his 
i^  to  run  it  firet  ? 

Coulter.  I  am  not  sure  that  it  would  not  be  worth  while; 
;  to  say,  he  would  have  to  actually  operate  a  farm  independently. 
Platt.  Yes. 

Coulter.  I  really  think  that  there  is  more  or  less  risk  in  a  man 
ng  in  and  starting  to  run  a  farm  and  going  into  debt  heavily  to 
unless  the  man  has  had  some  expenence.  I  know  I  made  a 
many  mistakes  in  the  beginning  as  a  farm  boy. 
Hayes.  Would  not  most  men  who  had  to  put  up  50  per  cent 
value  of  their  farm  be  men  who  had  had  some  experience  ? 
Coulter.  Probably  so. 

Hayes.  They  would  probably  be  men  who  had  had  experience 
I  they  applied  for  a  loan  under  the  system. 
Coulter.  But  it  is  easy  to  see  how  some  one  from  the  city — a 
clerk,  for  instance— might  get  a  few  thousand  dollars  and  go 
id  buy  a  farm  and  pay  half  the  value  of  the  farm  and  give  a 
age  for  the  remainder  and  be  a  complete  failure.  He  might  be 
:nificent  bank  clerk,  but  until  he  tried  it  out  for  two  or  three 
as  a  tenant  and  really  learned  the  fundamental  principles  he 
make  a  complete  failure  as  a  farmer,  and  we  would  have 
?r  wreck  on  our  hands. 

Hayes.  Of  course,  there  would  be  comparatively  few  cases  of 
ind,  would  there  not  ? 

Coulter.  Yes;  I  think  there  would  be  few  of  them, 
ink  that  those  Questions  are  all  related  to  this  general  subject 
aturally  are  preliminary  to  it.     But  my  interest  in  this  par- 

*  question  of  agricultural  credit  arose  in  a  special  way  about 
ears  ago,  when  I  was  asked  the  question,  wnether  I  thought 
ew  system  of  agricultural  credit  was  necessary;  and  I  had 
r  my  own  views  at  that  time,  from  studying  the  question  from 
onal  and  purely  selfish  standpoint.  I  had  never  thought  of 
.  national  question  or  from  anybody  else's  standpoint.  And  I 
i  in  to  see  whether  certain  State  legislation  would  not  be 
ble  in  my  home  State  and  one  or  two  others  in  that  section, 
•und  out  very  soon  that  the  subject  seemed  to  divide  itself 
tely,  from  the  start,  into  two  questions. 

1  was  a  matter  of  personal  credit  for  current  business  purposes 
le  other  was  a  matter  of  mortgage  credit  on  lands. 
I  I  personally  gave  most  thought  to  the  Question  of  personal 
for  a  year.  At  that  time  it  seemed  to  me  tnat  on  the  personal 
question,  if  the  farmers  were  taught  by  the  agricultural  colleges 
lie  agricultural  papers  and  others  interested  how  to  use  tne 
\  which  could  be  f oimd  in  every  neighborhood ;  and  if,  in  turn, 
aufcs  would  use  their  efforts  to  show  the  farmers  the  needs  and 
ve  the  farmers  as  they  deserved  to  be  served,  we  did  not  really 
any  new  set  of  banks  for  personal  credit  purposes  throughout 
ountry,  as  a  general  thing.  Many  individual  communities,  I 
fht,  did  need  banks.  I  came  across  some  that  certainly  needed 
ill  bank. 

3re  was  only  one  particular  defect  that  appealed  to  me,  and  that 
lue  to  the  fact  tnat  the  farmers  lived  out  around  through  the 
"7  away  from  the  bank,  and  the  banker  could  not  intelligently 

*  good  rating  on  the  farmer  and  did  not  really  know  how  far 
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he  could  trust  the  fanner;  to  what  extent,  in  other  words,  the  fi 
was  a  good  risk.  Now,  the  banker,  not  knowing — throua'h  no 
of  his  own,  it  seemed  to  me,  because  he  could  not  afford  to  hin  i 
livery  rig  and  go  aroimd  the  country  aU  the  time — the  banker  Ml 
knowing  the  character  of  the  risk,  and  the  farmer  not  having  an^wij 
to  bring  his  position  to  the  individual  banker,  there  was  a  misaBg 
link,  except,  of  course,  for  the  successful  farmers,  the  bigger  fannm, 
the  farmers  who  were  accustomed  to  drop  in  and  do  t^ir  huainm 
in  a  business-Uke  way — it  seemed  to  me  that  the  most  importM 
thing  was  for  farmers  to  organize  in  every  Uttle  community  a  ha 
credit  union,  or  something  of  that  sort,  to  take  the  place  of  Dunli 
and  Bradstreet's  for  that  httle  community;  let  100  farmers  gel 
together  and  organize  a  rating  society  with  an  officer,  and  just  Est 
the  farmers  and  their  backing  and  what  credit  they  ought  to  htfl 
according  to  the  judgment  of  the  group,  and  then,  whenever  toy 
farmer  wanted  to  get  a  standing  with  a  bank,  it  seemed  to  me  thit 
the  officer  of  this  society  might  act  as  the  second  signature  "in  tin 
name  of  all  the  group,''  to  certify  that  he  was  good  up  to  that  pofatf 
and  that  they  would  back  him  up  to  that  point. 

And  I  thought  if  they  did  that  it  would  be  the  connecting  link 
between  the  individual  small  farmer,  of  whom  we  have  5,000,000  in 
the  country,  and  the  bank;  that  is,  the  small  farmers,  not  tin 
1,000,000  big  ones,  big  enough  to  do  business  directly  with  the  bank 
all  the  time. 

I  studied  the  situation  in  the  different  European  countries,  and  I 
found  that  was  the  general  condition  over  there.  For  infttn'ifi 
Germany  had  not  any  of  these  little  credit  associations  and  thi 
farmers  had  not  any  connecting  link  with  the  big  bank,  or  banb 
generally,  imtil  they  started  what  is  known  as  the  Raiffeisen  Bank, 
after  Mr.  Raiffeisen,  who  started  the  first  one. 

For  many  years  there  were  very  few  of  those  institutions  started. 
It  took  a  great  many  years  to  estabUsh  the  first  1,000.  But  iriieB 
they  got  up  to  1,700, 1  remember  in  looking  up  the  report,  I  marveled 
at  the  fact  that  within  10  years  they  had  17,000.  In  other  words,  al 
that  was  necessary  was  to  get  the  idea  started,  and  then  the  farnMa 
organized  aU  of  these  Uttle  credit  unions  wMch  do  the  Uttle  local 
banking  business  for  the  members. 

The  idea  spread  to  Italy. 

Mr.  Platt.  Will  you  permit  an  interruption,  Dr.  Coulter!  Did 
those  German  Raiffeisen  societies  guarantee  each  other's  credit,  ai 
you  oi^inaUy 

Mr.  Coulter  (interposing).  Some  of  them  now  are  limited  Uabilit^ 
Some  of  them  have  an  unlimited  UabiUty;  that  is,  what  we  woaK 
caU  UabiUty. 

Mr.  Platt.  Do  they  rate  each  other  ? 

Mr.  Coulter.  They  rate  each  other,  and  they  know  how  far  thej 
wiU  let  any  farmer  borrow. 

Mr.  Platt.  That  is,  in  their  own  association  ? 

Mr.  Coulter.  Yes;  in  their  own  Raiffeisen  society. 

Mr.  Platt.  They  do  not  rate  the  farmers  for  the  purpose  of  showioif 
what  credit  they  might  obtain  from  a  bank  outside  the  associatioBf 
do  they? 

Mr.  Coulter.  No;  but  the  banks  do  not  now  do  any  business  with 
the  small  farmers  at  aU;  those  farmers  do  their  business  Uirou|^ 
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.    the  Haififeisen  societies;  that  is  to  say,  only  the  big  farmers  now  deal 

dipectly  with  the  outside  b^  banks,     llie  great  mass  of  smaller 

farmers  deal  through  their  own  society,  and  they  practically  all  do 

titett.    In  other  words,  in  Germanj-,  which  is  not  as  big  as  Texas,  they 

have  17,000  of  these  little  credit  societies,  or  Raiffeisen  societies. 

A£r.  Woods.  What  rate  of  interest  do  these  farmers  have  to  pay 
irhexi  dealing  with  these  societies  ? 

Mr.  Coulter.  I  think  we  found  that  generally  throughout  Ger- 
xnanjr  it  was  between  3i  and  4^  per  cent;  what  would  you  say  to 
tbat^  ^r.  Moss  ? 

Mr.  Moss.  I  think  it  would  be  safer  to  put  in  Germany  at  4J  per 
cent. 

Mr.  Coulter.  Four  and  one-half  per  cent.  There  are  many  indi- 
vidual cases,  however,  where  they  would  say,  '*We  pay  3^  per  cent 
interost." 

Mr.  Hayes.  That  is,  on  the  short-time  loan,  of  course  ? 
Mr.  Coulter.  Yes;  on  the  short-time  loan. 
Mr.  Platt.  Very  small  ones? 

Mr,  Coulter,  very  small  ones;  yes,  generally  speaking. 
But  that  idea  of  tne  littler  local  farmers  having  a  connecting  link, 
to  make  use  of  their  local  funds  and  then  get  outside  connections, 
.    ippealed  to  me. 

1  found  that  that  had  spread  practically  all  through  Italy,  under 

toother  name,  because  it  was  another  man  who  started  the  thing  in 

?     Jtaly— a  Mr.  Wollemborg,  whom  we  had  the  pleasure  of  meeting  and 

,--   discussing  the  subject  with.     He  was  the  one  who  first  startea  and 

QUCcessfuUy  operated  such  an  association,  and  he  is  now  in  one  of  the 

lii^est  positions  in  Italy,  a  close  adviser  to  the  King  of  Italy. 

The  same  thing  is  true  of  Austria.  The  societies  there  spread  by 
the  thousand. 

And  they  are  now  introducing  the  same  thing  in  Ireland.  They 
call  them  there  "credit  unions.  And  so  they  are  all  over  Europe, 
all  over  Russia,  under  different  names,  and  with  slightly  different 
connections.  In  Belgium,  you  find  the  same  thing.  In  France,  they 
draw  funds  directly  from  the  Government.  I  found  them  operating 
in  every  community  I  went  to,  all  over  Europe. 

Mr.  Brown.  Dr.  Coulter,  while  we  have  the  information  in  the 
published  volumes,  and  can  read  it  there,  for  the  purpose  of  getting 
it  concisely  stated  in  the  record  of  those  hearings,  >vill  you  tell  us  how 
those  cremt  unions,  or  societies,  are  formed  ? 

Mr.  Coulter.  Yes,  indeed.  Now,  as  to  how  thej  are  formed.  We 
have  seen  the  number  of  them  and  the  way  they  exist  all  over  Europe; 
ihey  are  very  small,  and  they  are  of  many  Kinds,  and  with  many 
variations.  Little  groups  of  10  or  15,  and  sometimes  not  more  than 
7  or  8  farmers,  will  get  together  and  form  what  they  will  call  a  credit 
union,  or  credit  association,  or  whatever  name  they  wsh  to  give  it. 

In  some  countries  they  are  now  required  to  have  a  small  foundation 
capital.  Generally  speaking,  it  is  insignificant,  although  in  some 
countries  it  amounts  to  $2,000  or  $3,000,  on  the  averaj^e. 

In  some  countries  they  actually  assume  unlimited  liability  for  all 
transactions  approved  by  the  society.  That  is  to  sav,  a  member  can 
not  do  anything  he  wants  to  and  have  them  back  of  him,  but  every 
transaction  which  is  approved  by  their  society  they  get  back  of  with 
their  entire  resources. 
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In  other  d^tricts  they  have  limited  liability.  Double  liability  k 
our  rule  in  this  couotr^*  m  the  case  of  banks,  but  I  saw  every  kind  of 
liability  in  Europe — five  times  the  amount  of  paid-in  capital  in  some 
of  these  little  societies,  in  some  10  times  the  capital,  and  in  some  25 
times.  I  remember  one  was  100  times  the  capital.  Doubtless  theie 
they  did  not  want  to  make  it  absolutely  unlimited,  but  to  put  it  to  i 
point  where  there  was  no  question  at  all  that  they  were  back  of  it 

Senator  Hollis.  Dr.  Coulter,  any  Umitation  of  the  liability  of  tbe 
members  of  a  voluntary  association  in  this  country  must  be  statutory, 
must  it  not  ? 

Mr.  Coulter.  Yes;  in  this  country. 

Senator  Hollis.  How  is  that  abroad  ? 

Mr.  Coulter.  Many  of  them  have  no  statutory  limitations  at  aO. 
They  may  not  have  any. 

Now,  Austria  has  a  new  idea  up,  in  which  they  are  suggesting  thit 
a  law  be  passed  which  will  be  uniform  for  all  of  them,  reqiuring  a  smifl 
liability  and  then  what  is  called  a  proportional  liabihty  for  future 
payments.  In  other  words,  no  individual  member  could  be  attacked 
and  made  to  bear  the  responsibihty  for  the  whole  credit  union,  but 
any  outside  creditor  could  come  upon  the  union  for  the  entire  amoimt 
due,  and  this  would  have  to  be  distributed  over  all  the  members,  ia 
proportion  to  some  rule  which  they  might  adopt.  That  would  encoin^ 
age,  as  they  said,  the  big  man  in  the  community  to  join  the  union  widi 
the  little  men,  knowing  that,  at  best,  he  would  never  have  to  bear 
any  other  than  his  proportional  liabiUty. 

But,  generally  speaking,  the  liabiUty  is  just  unlimited.  Any  mem- 
ber can  be  called  upon  for  the  full  amount. 

Now,  as  to  the  number  of  members,  they  are  down  as  low  as  sevao. 
As  to  capital,  it  may  be  almost  nothing,  or  it  may  be  $1,000,  or  S2,000, 
or  $3,000,  eventually.  As  to  UabiUty,  it  may  be  strictly  limited  or 
absolutely  unlimitea,  or  any  degree  between  these  two. 

Almost  universally  the  rule  is  that  no  loan  is  made  to  anyone  who 
is  not  a  member.  In  other  words,  they  must  know  what  becomes  of 
the  money  that  they  lend  out  that  they  are  liable  for. 

For  instance,  in  Italy  and  other  countries,  clear  uj)  to  Belgium. 
where  the  Catholic  Church  is  strong  in  the  country  districts,  I  noti^ 
this  situation — the  problem  seemed  a  rather  peculiar  one — that  the 
local  priest  would  be  a  member  and  he  would  probably  be  the  loctl 
officer.  They  did  not  have  a  separate  bank  building  and  there  was 
practically  no  expense.  He  might  be  the  local  officer.  He  was  good 
at  figures  and  he  could  keep  their  records  for  them  in  good  shape.  I 
asked  a  number  of  them  the  Question  whether  they  could  borrow, 
and  they  would  probably  say,  *' Yes;  so  far  as  being  a  member  is  con- 
cerned, 1  can  borrow.  Of  course  I  am  a  member  and  I  can  borrow. 
But  there  is  another  rule  of  the  society,  so  that  even  if  I  am  a  member 
I  can  not  borrow  unless  I  am  actually  a  farmer  and  want  to  borrow 
the  money  and  use  it  on  the  farm.'^ 

They  adopt  rules  that  they  will  not  lend  to  anybody  but  a  member, 
and  if  they  happen  to  have  a  school  toaclier  or  a  priest,  or  somebodr 
else  who  is  a  member  but  not  a  farmer,  they  will  not  lend  to  him,  anS 
even  where  the  member  is  a  farmer  they  will  not  lend  to  him  unleaB 
he  is  going  to  use  the  money  on  his  farm. 

Senator  Hollis,  What  is  there  in  the  membership  for  the  school- 
teacher, then  t 
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-  -       Mr,  Coulter.  Oh,  he  might  get  $25  a  year  as  an  honorarium; 
"-:  posaibly  sio. 

Senator  Hoixis.  Would  he  got  any  dividends  ? 
Mr.  pouLTER.  There  would  probably  not  be  anything  of  that  sort. 
>  He  is  likely  to  have  a  few  acres  of  land,  as  a  matter  of  fact. 
Senator  HoLLis.  Yes. 

Mr.  Cc>ULTER.  The  priest  becomes  a  member  in  order  to  keep  in 
touch  w^ith  his  flock. 

Mr.  Px-ATT.  Is  that  the  case  in  Ireland;  do  the  Catholic  priests 
become    the  local  officers  there  ? 

Mr.  Coulter.  On  this  question,  in  Ireland,  they  are  all  working 

together;  there  is  no   dissension   at  all.     I  sat  around  the   table 

at  a  laeeting  with  priests  and  Protestant  leaders;  also  with  men 

.^^    Bke  Sir  Horace  Plunkett  and  some  others  who  have  not  any  politics 

^7  at  aU;  and  they  all  worked  together  on  this  matter  of  rural  credit 

:j::.7  "^d  cooperation. 

^:.      Senator  HoLLis.  Yes;  I  see. 

^'     ,  Mr.  Coulter.  And  once  in  a  while  I  asked  a  question  that  bor- 

::.^^  tk^^  pretty  close  to  a  j^oUtical  question  in  Ireland;  and  one  of 

■-^  i?^®  present  said  to  me,  jokingly,  ^' We  had  better  leave  that  until 

:.  ..   ^^  get  on  the  public  platform,  where  we  can  say  things  to  each 

v  But  on  the  question  of  rural  credit  and  cooperation,  there  is  no 

9^estion  of  party,  or  church,  or  anj^tliing  else  in  Ireland.     Tliat  is 

^hy  the  movement  is  spreading  so  rapidly.     I  miglit  say  that  in  Italy 

you  find  a  much  more  noticoablc  question  of  poUtics  or  religion. 

There  the  Catholic  Cliurcli  is  actively  engaged  in  organizing  credit 

t       associations  among  the  farmers,  and  tne  s(!ciaUsts  are  doing  the  same 

thing,  claiming  that  the  church  has  not  any  business  to  do  tliat.     The 

socifoists  may  be  Catholics  on  Sunday,  but  tliey  say  that  tlie  cliurch 

should  not  go  into  this  business  at  all,  and  so  the  socialist  party  is 

organizing  farmers  into  these  same  societies.     And  so  are  the  neutrals; 

there  are  many  wlio  sit  on  tlie  barb-^vi^e  fence  and  say  "We  will  not 

join  either  gn)up  in  their  contentions,"  excei>t  that  they  do  agree  that 

it  is  a  good  tiling  to  have  these  s(^cieties. 

Mr.  Platt.  Are  the  societies  established  by  funds;  is  any  outside 
capital  used  to  estabUsh  them  ? 

Mr.  Coulter.  No;   they  are  purely  local,  mutual  organizations. 
Mr.  Platt.  Are  not  some  of  the  societies  started  by  a  gift  or  loan 
of  funds  from  individuals  or  charita])le  organizations,  or  something  of 
.that  kind? 

Mr.  Coulter.  Practically  never. 

Mr.  Platt.  I  understand  that  tlie  Hearst  fund,  or  something  of 
that  kind  is  being  used  in  the  State  of  New  York  to  form  credit 
unions  ? 

Mr.  Coulter.  Well,  in  this  country  there  are  a  few  cases  where 
they  are  trying  to  make  a  start  in  that  way,  by  small  loans  or  gifts  of 
funds.  But  in  Europe  there  must  be  50,000  of  these  credit  unions  all 
over  Europe,  and  I  do  not  believe  I  ever  heard  of  outside  money  com- 
ing in  to  start  these  Uttle  community  societies.  In  this  country,  I 
know  of  those  cases  to  which  you  refer,  and  have  all  of  the  details 
concerning  them. 

Mr.  Platt,  You  would  not  think  that  anything  of  that  sort  was 
necessary  in  order  to  get  them  going,  would  j'-ou  ^ 


Digitized  by 


Google 


166  BUBAL   CBEDITS. 

Mr.  Coulter.  I  would  not  think  anything  of  the  sort  was  nee 
sary ;  it  may  be  a  good  idea  here  in  a  few  instances.  The  one  that ^ 
refer  to  is  the  Jewish  Agricultural  Organization  Society.  They  Ii 
17  unions  started  in  this  country^  purdy  mutual  societies;  there  are 
State  or  National  laws  under  wnich  they  are  incorporated.  They 
just  societies,  like  they  are  in  Europe.  They  get  a  loan  from 
central  organization.  Those  institutions  are,  I  think,  a  good  i( 
but  I  think  that  farmers  generally  could  go  idiead  and  start  tl 
societies  without  any  ^t  or  loan.  In  fact,  I  think  they  could 
ahead  and  start  them  without  any  law;  it  is  not  necessary  to  have 
special  law  on  the  subject,  except  that  they  do  not  know  how  t< 
at  it. 

Mr.  Bbown.  Do  these  societies  just  lend  their  credit  to  each  ot 
or  is  it  secured  by  mortgage  in  any  way,  by  a  joint  security  of 
kind? 

Mr.  CouLTEB.  In  lending,  they  lend  only  to  members  and  it  n 
be  for  a  specific  purpose;  tne  appUcation  must  be  made  for  a  1< 
and  that  application,  you  see,  is  in  the  nature  of  a  note. 

Mr.  Bbown.  Yes;  I  see. 

Mr.  CouLTEB.  And  that  application  must,  almost  universally 
seconded  by  some  other  person,  and  not  necessarily  by  a  membei 
some  sections;  the  local  butcher,  who  may  not  be  a  member,  i 
second  that  appUcation,  merely  to  concentrate  it  and  make  it  spec 

Probably,  generally  speaking,  no  other  security  is  given  than  1 
application,  which  is  in  the  nature  of  a  note,  but  in  some  coimti 
in  many  communities,  I  found  that  the  farmer  will  also  give  a  si 
statement  that  he  has  a  certain  amoimt  of  land  unencumbered,  wl 
statement  is  supplementary  to  the  application;  and  there  are 
sorts  of  variations  of  that  kind  in  the  appUcation. 

Mr.  Woods.  You  spoke  awhile  ago,  Dr.  Coulter,  about  the  i 
tJiat  in  order  for  a  member  to  borrow  money  it  was  necessary  for  1 
to  have  a  farm.  You  did  not  mean  that  it  was  necessary  for  hin 
own  a  farm,  did  you  ? 

Mr.  CouLTEB.  No;  to  be  operating  a  farm.  That  was  the  r 
In  fact,  I  foimd  cases  where  every  member  was  a  tenant,  ever 
Italy.  And,  by  the  way,  there  is  a  large  stretch  of  Italy  where 
farms  are  operated  almost  identicaUy  the  same  as  the  big  plantat 
systems  in  tne  South,  where  aU  are  tenants,  and  where  groups  of  tl 
tenants,  30  or  40  on  a  big  estate,  will  have  their  own  credit  uni 
and  their  own  store,  etc.  Those  tenants  may  independently  orgai 
their  unions,  or  they  may  join  with  the  owners.  And  I  struck  mi 
special  Uttle  rules  there.  Sometimes  where  the  members  of  tl 
credit  unions  come  from  the  whole  countryside  the  unions  are  pre 
big.  I  struck  one  with  1,500  members  and  another  with  only  7 
In  Mr.  Seldombidoe.  These  were  entirely  for  loans  on  perse 
property  ? 

Mr.  CouLTEB.  Yes;  for  loans  on  personal  property,  one  sod 
had  about  1,500  members.     But  in  that  case  if  a  tenant  appUed 
a  loan  he  had  to  have  as  his  second  signature  the  o\\Tier  oi  prope] 
That  just  happened  to  be  a  special  rule,  and  I  mention  it  to  show 
variations. 

Mr.  Seldombidoe.  Wliat  happens  In  the  event  that  the  loai 
defaulted  ? 
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Mr.  CouLTEB.  I  asked  them  that,  and  they  said  they  did  not  know 
riiat  would  happen. 

Mr.    Seldombidge.  They  have  never  had  a  default? 
Mr.  CJouLTEB.  Probably  the  man  would  renew,  and  finally  make 

Mr,  Seldombidge.  Is  there  any  tangible  security  given  for  the 

an,  such  as  we  have  in  the  way  of  mortgages 

Mr.  CJouLTEB  (internosing).  (jhattels? 
Mr.  Seldobcbidoe.  Yes;  chattel  mortgages. 

Mr.  CouLTEB.  I  could  not  find  anythmg  exactly  like  chattel  mort- 
iges  in  Europe,  but  it  was  generally  understood  that  the  man  gave 
-erything  he  had,  as  you  might  say,  as  his  backing. 
Mr.  Seldombidge.  Is  there  any  chattel-mortgage  business  being 
me  in  Europe  ? 

Mr.  CouLTEB.  Well,  I  should  say,  in  the  case  of  these  institutions 
lat  it  is  imderstood  that  these  chattels  are  recognized  as  part  of 
le  security.  I  could  not  find  a  special  chattel-mortgage  business 
ke  we  have  in  this  country.  Did  you  look  into  that  particularly, 
k.  Moss  ? 

Mr.  Moss.  I  think  there  are  no  exemptions  whatever  in  Europe 
om  executions  for  debt,  and  that  they  can  take  everything  a  person 
ts;  and  when  a  man  goes  in  debt  there  he  practically  gives  a  mort- 
ige  for  everythinj^ho  has. 

Mr.  Bbown.  I  Mma  just  going  to  ask  whether  there  are  any  home- 
ead  or  exemption  laws  in  Europe  ? 

Mr.  OouLTEB.  Practically  not,  in  any  country.  You  may  know  of 
le  present  Egyptian  controversy.  The  Government  is  trjdng  to 
3rk  out  an  exemption  system  there.  First  there  was  an  executive 
der  issued,  providing  for  an  exemption  for  the  poor  tenants  there, 
I  have  not  all  the  details  of  that,  but  that  is  a  very  recent  problem 
at  has  arisen. 

Mr.  Seldombidoe.  Do  they  exercise  supervision  over  their  mem- 
)rs  in  the  matter  of  the  proper  use  of  the  loans  ? 
Mr.  OouLTEB.  Throughout  Europe  ? 
Mr.  Seldombidge.  Yes;  in  these  societies. 

Mr.  OouLTEB.  Yes;  they  do.  In  the  application  for  a  loan  they 
ive  to  specify  just  what  they  want  the  money  for;  for  instance,  $7 
buy  a  pig;  $7  to  buy  a  goat,  etc.  They  have  the  goat  already  in 
ind  and  have  already  made  the  bargain;  and  then,  of  course,  the 
>plication  goes  on  up  to  some  bigger  items,  but  they  often  get  down 
I  very  small  items.  I  saw  one  application  for  a  loan  in  which  the 
an  wanted  only  about  $15  to  $18,  and  he  had  nine  items  set  forth 
I  to  what  he  was  goin^  to  do  with  the  money. 
And  thev  do  that  with  their  money.  Now,  of  course,  that  will  be 
le  type  that  might  apply  to  a  mass  of  very  poor  tenants,  such  as 
Jored  tenants,  or  others  of  that  kind. 

On  the  other  hand,  they  have  in  Europe  some  of  these  credit 
lions  which  are  very  large  and  prosperous,  where  the  loans  are  fairly 
i^,  which  would  ie  more  the  type  that  you  would  expect  to  grow 
Qong  a  prosperous  group  of  farm  owners.  You  have  there  as  nere 
'ery  type  of  farmer. 

Mr.  Platt.  Are  the  loans  always  exclusively  agricultural;  do  they 
>t  sometimes  make  loans  in  the  villages  ? 
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Mr.  Coulter.  These  societies,  I  think  I  am  safe  in  saying,  are  pne- 
tically   exclusively   agricultural.     The   cities   have  sister  societMi 
known  throughout  Europe  under  the  general  name  of  ''people's  bank 
In  Germany  they  are  under  the  name  of  the  Schulze-DeUtzsch  Coop- 
erative Societies. 

Mr.  Platt.  They  are  all  in  the  lending  business,  are  they  ? 

Mr.  Coulter,   i  es;  and  they  do  some  business  with  the  farmers. 

Mr.  Seldomridge.  And  they  issue  a  note  to  the  party.  Are  these 
credit  society  banks  mutually  or  severally  responsible  for  those  fundsl 

Ml .  Coulter.  No;  I  might  say  there  that  these  little  societies  1ut» 
regular  systems  of  deposits,  generally  speaking.  Now,  I  think  yoi 
wfll  find  more  variation  there  than  you  mil  in  many  other  points.  In 
France,  for  instance,  I  think  I  am  right  in  saying  they  do  not  htw 
any  deposits,  although  in  France  there  is  a  second  exception;  then 
are  manv  credit  unions  there  which  are  known  as  the  Durand  Bank, 
or  the  Durand  type  of  credit  union.  These  are  independent  of  the 
general  system  of  credit  unions;  there  are  a  few  hundreds  of  them. 
In  France,  then,  these  Uttle  societies  do  not  have  deposits. 

Mr.  Moss.  I  think  they  are  wiUing  to  take  deposits,  but  they  gel 
very  few  of  them. 

Mr.  Coulter.  I  think  that  is  right.  They  are  willing  to  take 
deposits,  but  the  French  peasants  put  their  money  in  Grovemmeni 
securities  and  get  interest  on  eveir  penny.  Besides  that,  they  know 
that  they  do  not  have  to  deposit  if  they  do  not  \mnt  to.  They  know 
they  can  get  money  by  tne  discoimting  process  up  through  the 
regional  bank  and  up  through  the  Bank  of  France,  through  the 
commercial  banking  system. 

Mr.  Seldomridge.  Do  you  think  the  community  life  of  the 
peasantry  in  Europe  has  contributed  in  any  way  to  the  success  of 
these  societies — the  fact  that  these  people  Uve  together  in  ckse 
association  in  the  villages  ? 

Mr.  Colxter.  I  found  that  they  had  these  credit  unions  where 
they  did  not  live  together  in  villages.  The  village  community  is  not 
universal  in  Europe,  you  know.  In  fact,  in  some  sections  of  Europe 
they  Uve  entirely  scattered  throughout  the  country,  and  in  those 
districts  they  have  these  same  litfle  credit  unions.  Russia  now  is 
taking  the  necessary  steps  to  get  rid  of  the  community  liJe  within 
the  next  decade  or  two.  It  is  so  insanitary  and  it  is  so  uneconomk. 
They  are  helping  the  peasants  to  move  out  and  build  their  independ- 
ent homes  in  the  coimtry.  As  it  is  now,  it  takes  the  poor  fanner 
nearly  half  of  his  time  coming  from  and  going  to  his  little  patches  d 
land,  which  are  scattered  around ;  and  the  Russian  Government  ii 
now  helping  to  make  them  into  little  soUd  farms,  and  helping  them 
to  build  their  homes  out  there  on  those  fanns.  And  about  l,M)O,O00 
farmers,  I  understand,  up  to  date,  have  gone  out  from  the  cimii- 
munities  which  are  so  insanitary  and  so  uneconomic;  and  I  tlmik 
there  are  many  indications  that  the  little  community  will  not  survite 
with  the  farmers  with  their  better  roads  and  more  economic  fivinc 
outside,  and  more  sanitan^  conditions  and  with  the  development  ol 
rural  maU  doUvery — which  they  have  in  Europe,  too. 

Mr.  Hayes.  There  is  also  the  safety  from  brigandage,  and  all  aorte 
of  things  of  that  kind. 

Mr.(53ULTER.  Yes;  and  with  the  safety  from  brigandage,  which  they 
now  have,  and  with  better  ways  of  communication.     I  do  not  know 
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t,  comrniinjty  life  in  those  villages  will  altogether  disappear,  but  I 

lot  think  it  is  an  essential  feature. 

enator  Hollis.  How  is  that  system  working  in  Utah  ?    I  was  in 

ih  some  25  years  ago,  and  where  the  people  gathered  in  villages 

I  did  the  farming  outside;  are  they  continuing  that  process? 

Ir.  CouLTEK.  There  is  more  or  less  of  that,  I  think,  in  the  irri- 

ed  sections,  where  the  farmer  has  a  small  nimiber  of  acres. 

Ir.  HoLLis.  That  is  true. 

Ir.  Coulter.  And  for  the  country  as  a  whole  that  might  be  a  good 

ig  in  irrigated  areas. 

S.  Hayes.  As  a  general  rule,  that  is  not  now  true  of  Utah,  is  it  t 

Ir.  Coulter.  No.     That  is  not  a  normal  thing;  it  is  exceptional. 

course  we  know  that  the  village  community  m  Europe  does  not 

it  for  any  present-day  reason.     It  is  a  siurvival  of  the  old  necessity 

protection,  when  they  had  to  live  in  communities,  centuries  ago, 

1  they  built  very  strong  walls  around  them,  and  they  had  to  stay 

re  in  the  villages  in  order  to  be  safe.     As  you  drive  through  the 

ntry  districts  of  Eiurope  you  strike  these  communities  every  few 

es,  and  they  are  all  walled  in  with  great  stone  walls;  and  it  would 

axpensive  for  the  inhabitants  to  move  out  to  the  independent  farms 

Lch  they  operate. 

dr.  Hayes.  You  have  not  told  us  where  these  credit  unions  get 

fimds  which  they  loan  to  their  members. 

Si.  Coulter.  I  started  to  say  that  in  France  there  is  very  Uttle 
K)sited.  In  some  other  coimtries,  however,  there  are  very  large 
oimts  of  money  deposited. 

)enator  Hollis.  In  the  shape  of  savings  deposits  ? 
St.  Coulter.  Little  savings  deposits,  left  both  by  members  and, 
some  districts,  by  nonmembers.  In  other  words,  although  they 
it  tiie  loans  to  members,  many  of  them  will  take  deposits  from 
unembers,  and  the  nonmembers  deposit  because  they  know  it  is 
olutely  secure.  And  generally  that  is  one  of  the  very  best  reasons 
Y  they  have  the  unlimited  liability,  in  order  to  attract  the  loans 
n  the  outside. 

have  before  me  what  seemed  to  me  to  be  two  or  three  statistical 
ts  that  would  show  about  the  extent  of  that  particular  feature 
ieposits. 

f  you  take  Germany — I  have  the  facts  for  17,000,  approximately, 
these  little  credit  unions;  and  I  asked  the  question  and  tried  to 

up  the  facts  to  show  where  thev  got  their  working  capital.  I 
nd  that  their  working  capital  at  tne  date  I  got  this,  a  few  months 
I,  was  a  little  over  2,000,000,000  marks. 

Jow,  to  ascertain  where  they  got  that  seemed  to  me  to  be  im- 
tant.  I  found  that  only  1.2  per  cent  of  it  came  from  share  capital, 
a  will  see  that  1.2  per  cent  is  almost  insieniiicant;  that  is  the 
re-capital  feature.  Thejr  had  also  accumulated  what  we  would 
I  surplus  here.  They  call  it  "reserve, "  and  2.6  per  cent  of  the  total 
rking  capital  was  reserve.  The  reserve,  in  other  words,  was  more 
n  twice  the  amount  of  the  share  capital.  Thus  the  bank^s  own 
ds  amounted  to  only  3.8  per  cent  of  the  total  working  capital. 
the  rest,  ''deposits  on  current  account"  amounted  to  oray  9.7  per 
t.    In  other  words,  that  is  not  much  of  a  current  account 
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Evidently,  however,  these  societies  are  the  local  savings  societies  for 
the  community,  because  78  per  cent  of  these  2,000,(K)0,000  mA 
represented  savings  deposits. 

Mr.  BuLKLEY.  You  do  not  mean  78  per  cent;  it  is  7.8  per  cent,! 
it  not? 

Mr.  Coulter.  No;  78  per  cent  of  the  total  working  capital. 

Mr.  BuLKLEY.  Oh,  yes;  I  see. 

Mr.  Coulter.  Only  9.7  per  cent  represented  deposits  on  cuiwnfc 
account.  -j, 

Mr.  Platt.  Those  savings  deposits,  of  course,  draw  interest,  do  I  v 
they  not  ? 

Mr.  Coulter.  Those  savings  deposits  draw  interest.  The  mugin 
they  do  business  on  is  something  wonderful  to  behold.  Of  ooune, 
they  have  practically  no  expenses. 

Mr.  Platt.  Yes.  They  must  pay  as  much  interest  as  the  saviup 
banks,  I  suppose — or  do  they  not  ? 

Mr.  Coulter.  Well,  I  think  you  will  have  to  study  the  individual 
country.  It  would  be  pretty  hard  to  tell.  The  rate  of  interest 
however,  I  should  say  is  very  nearly  the  same.  You  find  Httib 
variations  of  all  kinds,  but  they  are  in  very  small  fractions. 

Senator  Hollis.  But  do  thev  not,  in  addition  to  that,  as  a  society, 
borrow  some  money  from  the  banks  for  their  members  ? 

Mr.  Coulter.  Now,  there  is  a  very  small  percentage  left,  8  or  9 
per  cent,  that  they  must  get  from  outside.  In  (Jermany  these  crodii 
xmions  have  their  own  regional  institutions  and  central  institutioiiB 
of  many  kinds,  and  they  do  a  great  deal  of  exchange  in  that  waj; 
a  sort  of  a  clearing  for  them.  In  other  countries  Uiey  have  other 
ways;  for  instance,  some  of  them  in  Italy  deposit  any  surplus  with 
the  savings  banks  or  the  people^s  banks  and  oorrow  any  additional 
money  they  need  from  those  banks,  and  in  diflFerent  countries  they 
have  different  ways.  France,  for  instance,  gets  all  of  theirs  from 
the  regional  bank,  and  then,  by  rediscounting  process,  from  the  BaJik 
of  France. 

There  are  all  sorts  of  ways  of  getting  outside  funds,  when  needed. 
In  some  countries,  for  example,  in  Austria  and  Hungary,  dep>osits  are 
less  important;  they  get  much  more  from  outside  sources. 

Senator  Hollis.  And  they  pledge  their  community  capital  and  get 
fimds  at  a  low  rate  of  interest  for  disposal  among  their  members,  do 
they  not  ? 

Mr.  Coulter.  Yes ;  and  for  that  reason,  generally  speaking,  bankers 
generally  do  not  have  any  objection  to  them.  I  have  talked  to 
Bankers  on  tlie  subject.  Many  of  them  said,  ^*They  are  fine  things; 
we  eoulcf  not  go  out  and  fool  around  to  make  a  loan  of  17  cents,  or 
something  Uke  that,  for  a  farmer  who  wants  to  buy  a  chicken;  but,  aJl 
told,  we  get  a  very  large  amount  of  business  with  these  local  societies." 

Mr.  Platt.  Right  there,  did  you  come  to  the  conclusion  that  your 
original  idea  that  the  Uttle  societies  might  take  the  place  of  Dun's  and 
Bradstreets'  among  the  farmers  would  be  impracticable? 

Mr.  Coulter.  No ;  I  think  we  need  them  in  this  country;  I  think  the 
farmers  ought  to  form  these  little  credit  unions.  That  is  the  way 
to  carry  the  bank  closer  to  the  comparatively  poor  American  farmers. 

Mr.  rLATT.  I  understood  you  to  say  that  your  original  idea  was 
that  they  could  form  societies  to  give  each  other  ratings  and  then  do 
business  with  the  present  banks  ? 


Digitized  by 


Google 


BUBAL '  CBEDITS.  171 

Mr.  Coulter.  Either  that,  or  actually  do  a  part  of  the  busmess 
t^liemselves.  I  think  it  depends  on  how  prosperous  the  community 
is,  and  how  much  they  do.  There  are  so  many  different  conditions 
ill  this  country — from  the  negro  croppers  in  the  Southern  States  to  the 
|>ig  successful  farmers  in  some  other  parts  of  the  country — that  it  is 
ixnpossible  to  work  out  a  uniform  system  for  them  all. 

Mr.  Seldombidoe.  Does  a  man  have  to  establish  a  reputation  for 
l^onesty  and  integrity  before  he  can  be  admitted  to  one  of  these 
Societies  ? 

Mr.  CouLTEB.  Yes;  he  has  to  be  known  by  the  membei-s  and  they 
liave  to  pass  on  him. 

Mr.  Hayes.  They  do  not  take  everybody  that  Uves  in  the  neighbor- 
hood in,  do  they? 

Mr.  Coui-teb.  No;  they  pass  on  each  appUcant  for  membership? 
Mr.  Platt.  The  supervision  they  give  of  tlie  farms,  of  course,  is 
"Valuable  in  itself,  ana  an  additional  security  ? 

Mr.  CouLTEB.  Yes;  but  this  is  purelv  mutual.  There  is  no  person 
liired  to  supervise  it;  but  it  works  out  this  way:  Suppose  I  am  passing 
John  Doe's  farm  out  in  the  country  and  I  know  he  borrowed  some 
money  to  buy  a  pig  with,  and  I  stop  in  to  see  the  pig.  If  he  has  not 
the  pig,  I  am  surprised. 

Mr.  SELDOBfBiDOE.  Do  they  perform  any  other  service  for  the  farmer 
than  the  mere  financial  relief  *  Do  they  give  him  any  assistance  in 
these  cooperative  societies  in  the  way  of  marketing  his  produce  and 
seUii^  what  he  has  to  sell;  helping  liim  to  dispose  of  it,  and  buying 
supplies  for  liim  t 

Mr.  CouLTEB,  Yes;  and  there,  again,  w^e  have  eveiy  kind  of 
experience  in  the  different  countries.  My  first  example  was  in  Italy. 
I  stopped  in  a  little  village  and  I  asked  them  if  thev  did  any  other 
business;  and  they  would  answer,  ''No'*  at  once.  They  would  say, 
"No,  our  credit  union  is  strictly  a  credit  union."  And  when  I  asked 
them  how  they  did  hi  these  other  mattere,  they  said  tliat  there  was 
another  society  that  had  the  same  members  which  had  this  store  or 
supply  house.  The  other  society  would  buy  their  fertiUzer,  their 
machmes  and  seed,  and  so  on;  and  the  little  credit  union  would  do 
all  the  financial  business  for  the  little  supply  house.  Then  I  asked 
them,  "What  do  you  do  about  selUng  your  produce?"  In  that  com- 
munity they  dealt  in  silk  worms  and  cocoons;  they  liad  a  little 
cocoon  drying  establishment,  which  was  entirely  financed  by  the  credit 
union.  In  the  same  community  I  had  seen  a  groat  many  <rrapes 
grown  between  the  mulberry  trees.  I  asked  them  who  sohl  tlioir 
product  for  them.  They  sai(f , ' '  Yes,  we  have  u  plant  for  making  wine, 
a  little  factory,  which  is  purelj'  cooperative;  it  lias  the  same  members 
as  the  credit  union,  but  it  is  an  independent  unit  " 

I  asked  them  why  it  was  not  all  one  unit.  Thoy  snid  that  was  for 
two  reasons:  In  the  first  place,  some  of  tlie  farmers  who  raised  gi'ajjes 
did  not  raise  silkworms,  and  they  were  not  interost(^l  in  the  silk 
business,  cocoons,  etc.  That  is  to  say,  that  aU  tlie  farmers  wore  not 
interested  in  all  phases  of  the  local  industry.  Second,  tliey  thought 
it  more  practicable  to  have  the  bank  do  only  a  banking  biishioss. 

In  the  same  general  part  of  the  country,  h()\vev(T.  you  go  into  the 
bank  and  stumble  over  bags  of  fertilizer  and  supplies.  That  is  to 
say,  the  .same  institution  will  actually  handle  aiKi  do  the  business  in 
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a  regular  businesslike  way,  selling  the  small  things  for  sale  and  buyiog 
the  supplies. 

Mr.  6rown.  Do  you  think  the  European  systems  that  you  hifl 
mentioned  are  practicable  in  this  country,  and  would  meet  the  laigv 
demands  of  our  people  ? 

Mr.  Coulter.  I  think  that  for  the  great  mass  of  our  farmers  some* 
thing  along  this  same  line  would  be  a  very  valuable  thing,  and  voy 
necessary  for  the  farmers.  We  have  two  and  one-third  million  imuA 
farmers  working  toward  o\\Tiership,  and  we  have  a  couple  ot  milBoa  i 
very  small  farmers  who  own  their  tarms.  It  would  take  a  great  manr 
different  kinds  of  organizations  to  carry  the  system  into  effect,  accordk 
ing  to  the  community.  In  my  home  district  we  sell  carloads  of  wheat 
In  other  districts  they  may  sell  one  or  two  animals  at  a  time.  It 
depends  on  the  type  and  extent  and  character  of  business  being  done. 
But  absolutely  the  same  conditions  were  found  in  every  part  ot 
Europe.  Farmers  who  had  large  farms  and  fine  driving  horses  and 
beautiful  lace  curtains  on  their  windows  and  fine  pianos,  etc.,  were 
frequently  members  of  credit  societies.  In  other  oistricts,  awaj  of 
in  tne  heart  of  Russia,  these  same  societies  were  formed  under  eithir 
national  or  local  direction  or  suggestion — these  same  credit  insti- 
tutions. 

Mr.  Seldomridge.  Have  these  societies  raised  the  standard  of  liv- 
ing over  there  ? 

Mr.  Coulter.  Of  coiu'se,  I  have  not  inspected  the  country  ''hefon 
and  after,"  but  the  question  was  asked,  time  after  time,  and  f^y  il 
contended  that  it  had;  that  they  could  do  many  things  wfaim  thej 
could  not  do  before;  they  had  many  things  whicn  they  did  ncJtTlaT* 
before;  they  were  more  satisfied  than  they  were  before;  they  ^vouU 
not  leave  tne  society  for  anything;  they  were  afraid  to  do  anyihutf 
that  was  out  of  the  way  for  fear  they  might  offend  and  get  in  bad  witi 
the  society.  They  did  not  take  any  chance  of  being  expelled  end 
they  became  members.  Then  there  were  social  advantages;  ihtff 
could  all  get  together  at  their  meetings  once  in  a  while. 

The  economic  advantages  were  considerable. 

Mr.  Woods.  Do  you  think  the  estabUshment  of  such  societies  in 
the  United  States  would  encourage  thrift  and  savings,  or  not  I 

Mr.  Coulter.  I  think  they  would.  I  think  it  would  make  it  poofli- 
ble  for  those  men,  gradually,  through  their  savings,  to  become  bettef 
citizens,  and  better  farmers,  and  to  improve  their  condition  in  every 
way.     I  think  it  clearly  tends  in  that  direction. 

Mr.  Platt.  Well,  the  establishment  of  such  societies  in  this  country 
does  not  depend  upon  law,  and  clearly  is  not  a  subject  for  nationd 
legislation,  is  that  not  true  ? 

Mr.  Coulter.  Well,  that  is  the  next  question  that  I  think  comei 
up.  You  do  not  have  to  have  a  law  to  provide  for  them,  that  b  clear. 
But  if  a  law  were  passed  outUning  how  thev  could  be  organized,  gi^nng 
the  whole  scheme  and  an  officer  provided  for,  or  some  inspection  offid 
of  some  sort  which  would  have  typical  forms,  constitutions,  by-lama 
rules  and  regulations,  and  all  necessary  information  to  furnish  to  tin 
farmers,  I  beUeve  the  plan  would  spread  very  rapidly  and  take  hoU 

Mr.  Platt.  Why  would  not  an  agricultural  bulletin  do  just  as  wJ 
as  a  law  ? 

Mr.  Coulter.  Well,  I  think  there  is  a  great  tendency  in  this  oouB* 
try  to  have  legal  recognition  for  any  orgam'zation.    For  instance,  il 
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inesota  we  did  not  have  practical^  well-founded  mutual  insurance 
ipanies  among  the  farmers  for  our  mutual  protection  imtil  the 
mers  obtained  the  enactment  of  a  law  providing  for  township 
fcual  companies.  Now,  I  suppose,  practically  every  farmer  in  the 
te  belong  to  a  mutual  insurance  company.  We  do  our  own 
iring  entirely.  We  report  to  the  State  insurance  commissioner 
«  a  year  on  a  little  form  which  is  furnished,  and  it  looks  very 
inesslike,  and  it  is  a  very  pleasant  thing  for  a  farmer  to  belong  to 
se  mutual  companies.  Under  the  law  we  have  to  report  every 
T,  and  we  do  a  great  business  in  the  State. 

dr.  Platt.  Well,  the  States  are  passing  such  laws,  and  several  of 
m  have  akeady  passed  such  laws. 
fr.  CouLTEE.  On  credit  unions  ? 
ir,  Platt.  Yes;  on  credit  unions. 

St.  Coultee.  There  are  four  States  which  have  passed  laws  on 
lit  unions.  Massachusetts  has  had  one  for  several  years;  it  was 
ery  general  law.  There  have  been  about  30  or  40  credit  imions 
rted  imder  that  law.  They  have  all  been  town  unions,  I  believe — 
le  town  societies.  New  York  passed  a  law  just  a  short  while  ago. 
fr.  Platt.  Yes;  last  spring. 

Ir.  Coultee.  And  they  have  f oimd  a  few  defects  in  that  law,  and 
y  are  now  planning  to  amend  it  at  the  next  session  of  the  legisla- 
9,  in  a  month  or  two. 

Visconsin  passed  a  law  a  few  months  ago,  and  I  had  a  letter  from 
re  recently  saying  that  nothing  has  been  done  imder  it. 
ind  Texas  passecTa  law  a  few  months  ago,  and  I  received  a  letter 
jntly  saying  they  had  had  no  applicants  and  no  organizations 
rted  yet. 

liose  are  the  four  States  which  have  laws  on  the  subject,  but  the 
vement  has  started  in  different  States.  Now,  there  is  the  question, 
course,  whether  it  would  result  in  a  great  many  different  Kinds  of 
te  laws,  and  whether  a  great  many  of  the  States  will  not  pass  laws 
the  subject. 

Ir.  Platt.  Would  it  not  be  better,  in  view  of  the  diversity  of  con- 
ons,  to  have  the  laws  passed  by  the  several  States  to  correspond 
h  their  own  needs,  rather  than  to  try  to  do  anything  through  the 
iional  Government  ? 

It.  Coultee.  My  personal  judgment  has  been,  and  I  have  recom- 
ided  it  in  the  past,  that  the  States  should  pass  these  laws;  that 
re  is  no  place  for  Federal  legislation  in  the  matter. 
'here  is  one  question,  however,  that  I  have  not  finally  decided  in 
own  mind;  and  I  do  not  know  what  others  may  think  of  it. 
think  that  probably  it  will  be  necessary  for  some  arrangement  to 
made  whereW  these  credit  unions  can  be  connected  up  in  some 
T  with  the  Federal  reserve  system,  which  has  just  been  established 
the  Federal  Reserve  Act,  and  which  I  think  is  an  admirable 

[r.  Ragsdale.  Pardon  me,  Dr.  Coulter,  but  why  do  you  say  there 
iild  be  no  Federal  legislation  on  the  subject? 
[r.  Coultee.  Well,  m^t,  I  think  that  my  experience  in  the  differ- 
parts  of  Europe  has  led  me  to  beheve  that.  And  that  experience 
taken  me  over  a  greater  variety  of  country  than  anything  we 
B  in  the  United  States — ^from  near  the  North  iPole  in  Russia  to  the 
,hem  part  of  Italy. 
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Conditions  are  very  diflferent  in  diflferent  parts  of  this  countir.  I 
have  spent  days  and  weeks  on  plantations  in  the  Southern  Statei 
with  fnends;  and  the  system  of  larming  there,  with  those  cropjpen, 
who  are  as  dependent  or  more  dependent  in  some  parts  of  thi 
country  than  the  average  farm  laborer  in  other  parts  of  the  countij. 
On  the  other  hand,  I  have  been  in  other  sections  of  the  countty, 
where  almost  every  farmer  who  calls  himself  a  farmer  is  worth  bm 
$10,000  to  $200,000.  I  doubt  if  there  is  a  farm  owner  in  my  home 
township  who  is  worth  less  than  $10,000.  Many  farmers  do  not 
talk  in  terms  of  a  few  acres;  they  say,  '*!  think  I  will  put  in  400  or 
500  acres  next  year  in  this  crop,  or  that  crop.'*  The  different  types 
of  am'Lculture  are  so  distinct  and  different  that  I  have  doubted 
whether  it  would  be  possible  to  form  a  national  law  which  would  fit 
all  the  needs  of  the  different  States.  In  other  words,  it  has  seemed 
to  me,  aside  from  this  one  question  that  I  will  raise,  that  the  needs, 
and  problems  and  characteristics  of  agriculture  are  so  different.  I 
found  so  many  variations  in  Europe  in  the  needs  of  the  different  sec- 
tions that  my  inclination  has  been  very  strongly  that  it  should  be  a 
matter  of  State  law,  and  I  would  not  even  advise  the  farmers  to  wait 
for  a  State  law.  I  would  advise  them  to  go  ahead  and  form  these 
unions,  without  laws;  but  if  they  wait  for  laws,  let  us  have  State  laws. 

But  let  us  connect  up  with  the  Federal  reserve  system,  so  as  to 
have  an  outlet  during  harvesting  and  thrashing  seasons. 

Mr.  Hayes.  I  would  like  to  ask  you  just  how  far  your  idea  gcjesl 
Do  you  refer  to  those  little  credit  unions  or  do  you  refer  to  organiza- 
tions among  farmers  for  the  sake  of  getting  credit  generally— shwt- 
time  credits  ? 

Mr.  Coulter.  I  think  the  next  step  is  to  secure  personal  credit 
generally.  Many  farmers  now  own  their  own  small  banks.  I  think 
they  should  do  tnat  too,  the  bigger  and  more  prosperous  farmerSi  at 
least. 

Mr.  Ragsdale.  But  in  the  svstem  we  have  under  consideration  at 
this  time,  it  is  presumed  that  the  land  itself  will  stand  as  a  guarantee 
of  payment,  wiU  it  not? 

Mr.  Coulter.  I  am  speaking  now  entirely  of  personal  credit. 

Mr.  Hayes.  And  not  land-mortgage  banks  ? 

Mr.  Coulter.  No  •  not  land-mortgage  banks. 

Mr.  Raosdale.  I  know.  But  do  you  think  the  States  ought  legiti- 
mately to  govern  that  system  also  ? 

Mr.  Coulter.  No;  on  the  matter  of  mortgage  credit,  I  am  veiy 
much  in  favor  of  national  legislation. 

Mr.  Ragsdale.  That  is  wnat  I  wanted  to  draw  out. 

Mr.  Coulter.  Yes. 

Mr.  Raosdale.  Whereas,  in  the  case  of  personal  credits  you  think 
the  States,  on  account  of  differing  conditions,  ought  to  control,  yoo 
believe  that  in  the  case  of  land-mortgage  loans  the  Federal  Govero- 
ment  should  control  and  i emulate  them?  \ 

Mr.  Coulter.  Yes;  I  feel  that  very  strongly.  | 

Mr.  Ragsdale.  Under  the  conditions  you  have  learned  in  this  j 
country  and  abroad,  do  you  not  think  that  in  order  for  them  to  be  a 
perfect  success,  the  Government  must  extend  some  aid  itself  I  j 

Mr.  Coulter.  No;  I  feel  very  strongly  that  it  is  absolutely  unneces- 
sary, in  the  first  place,  and  it  would  be  a  very  bad  thing  if  it 
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lecessary;  I  am  glad  it  is  not  necessary.     I  would  feel  sorry  if  our 
country  was  at  the  point  where  that  was  necessary. 

Mr.  Raosdale.  17  those  communities  in  which  there  is  a  heavy 
lemand  for  money,  greater  than  the  local  supply  can  furnish,  how 
would  you  get  this  money  in  those  communities « 

Mr.  Coulter.  I  would  let  the  bank  organized  in  those  communities 
for  that  purpose  issue  bonds,  properly  secured  by  mortgage,  and  let 
those  bonds  go  to  markets  where  tne  money  is  available. 

Mr.  Ragsdale.  Do  you  mean  banks  that  would  receive  deposits  ? 

Mr.  Coulter.  I  think  it  would  be  very  doubtful  whetner  they 
should  be  regular  deposit  banks. 

Mr.  Ragsdale.  Then  they  would  not  be  banks,  in  the  ordinary 
acceptation  of  the  word  in  this  country,  would  they  ? 

Mr.  Coulter.  I  think  they  might  be  called  banks,  and  given  a 
special  definition. 

Mr.  Hayes.  Let  me  say  that  this  bill  provides  for  such  banks  that 
are  not  banks  of  deposit. 

Mr.  Ragsdale.  Yes;  I  know. 

Mr.  Hayes.  And  that  is  what  the  bill  calls  them. 

Mr.  Ragsdale.  I  do  not  think  they  ought  to  be  called  banks. 
They  might  be  called  trust  companies  or  something  of  that  kind. 
My  idea  is  that  in  the  national  system  there  ought  to  be  a  clear  dis- 
cnmination  in  the  use  of  terms  that  apply  to  those  institutions  which 
receive  deposits  and  those  which  do  not  receive  deposits. 

Mr.  Platt.  Do  you  not  think  the  word  'Hrust''  is  in  rather  more 
disrepute  than  the  word  ''bank"  nowadays? 

Mr.  Ragsdale.  It  is  not  a  question  of  that,  but  it  is  a  question  of 
devisinfi:  a  system  that  would  be  as  easily  imderstood  as  possible. 
5ULTER.  Of  course,  you  could  call  them  "compames." 


Mr.  CJoulter.  Of  course,  you  could  call  them  "compames. 

Mr.  Woods.  Dr.  Coulter,  you  spoke  about  connectmg  these  per- 
sonal credit  societies  with  the  national  banking  system.  Would  not 
that  require  national  laws  to  do  that  ? 

Mr.  Coulter.  I  think  so;  and  that  is  the  one  point  that  I  am  not 
clear  on  myself — as  to  what  should  be  done.  In  fact,  I  have  been 
studying  the  matter  for  some  time;  with  Mr.  Moss,  Senator  Fletcher, 
and  others  I  have  been  studying  that,  and  have  been  trying  to  frame 
some  kind  of  a  scheme  whereby  these  little  local  banks  might  organize 
a  national  bank  which  could  come  in  as  a  member  bank  in  the  Federal 
reserve  system,  but  I  have  nothing  to  recommend  on  that  at  the 
present  time,  except  that  were  it  not  for  the  desirability  of  having 
these  local  credit  unions,  or  whatever  they  are  called,  attached  in 
some  wav  to  that  system  of  Federal  reserve  banks,  I  would  prefer 
them  to  be  developed  by  the  various  States,  under  the  State  laws,  or 
without  any  laws.  But  in  order  for  them  to  have  the  advantage  of 
the  Federal  reserve  system  which  has  just  been  established  I  think 
it  may  be  necessary  or  wise  for  some  national  legislation  to  make  it 
possible  for  them  to  organize  a  national  bank  which  would  become  a 
member  bank. 

But  that  is  a  matter  I  had  not  intended  to  be  drawn  into.  I  have 
discussed  that  with  Mr.  Moss  and  we  have  been  trying  to  work 
out  something.     I  have  not  any  final  judgment  on  it. 

Mr.  Moss.  Dr.  Coulter,  if  you  will  excuse  me  a  moment,  I  wish  to 
say  for  the  record  that  the  subcommittee  of  the  commission  feels 
that  it  is  necessary  to  have  some  such  legislation. 
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Mr.  Coulter.  Yes.  I  think  that  all  feel  that  it  is  necessary  togpi 
some  connection,  but  how  to  bring  it  about  and  whether  it  is  news- 
sary  to  o^anize  these  little  credit  unions  under  Federal  act.  or 
whether — 1  made  this  suggestion  for  what  it  is  worth  some  daji 
ago — the  national-banking  act  might  not  be  merely  amended  so  as  to 
provide  that  instead  of  from  7  to  10  natural  persons  joining  to  form  a 
national  bank,  that  the  same  number  of  credit  unions,  or  fannerB* 
credit  societies,  or  any  other  similar  organizations,  might  also  o^ 
ganize  to  form  such  a  national  bank,  is  the  question.  But  if  yoa 
did  that,  you  would  have  to  regulate  these  credit  unions. 

Mr.  Ragsdale.  I  was  going  to  say  that  would  open  the  door  ao 
wide  that  it  would  not  be  aavisable. 

Mr.  Coulter.  It  goes  back  to  the  question  of  providing  some 
thing;  but  I  have  studied  that  subject,  and  have  not  reached  anjf 
final  judgment  on  it.  I  think  there  must  be  some  method  to  connect 
them  up,  but  how  I  do  not  know. 

Mr.  Platt.  The  States  have  got  to  do  something  to  take  care  o 
the  small  banks  they  have  now,  with  $5,000  or  $10,000,  that  are  shu 
out  of  the  Federal  reserve  act. 

Mr.  Coulter.  That  is  another  thing  I  wished  to  discuss.  Ther 
are  at  the  present  time  between  7,000  and  9,000  State  and  othe 
small  banks  with  a  capital  of  less  than  $25,000.  Mjr  own  feeling  i 
very  strong — and  I  have  expressed  it  to  the  commission  that  ha 
been  studying  this  subject — that  there  should  be  provision  made  fo 
national  incorporation  of  banks  down  as  low  as  $10,000  capital. 
think  that  they  ought  to  have  the  advantage  of  connection  wiUi  th 
Federal  reserve  system.  We  have  written  hundreds  and  hundred 
of  letters  to  those  small  banks,  and  it  is  perfectly  clear  that  they  ca: 
not  afford  to  increase  their  capital  to  $25,000.  The  communitic 
are  such  that  they  can  not  afford  to  do  that,  and  therefore  they  ca; 
not  go  into  the  system. 

Mr.  Platt.  Some  of  them  are  very  similar  to  those  people's  bank 
in  Europe  ? 

Mr.  (joulter.  Yes. 

Mr.  Platt.  And  some  of  them  are  almost  purely  farmers'  banks! 

Mr.  Coulter.  Yes;  some  of  them  are  almost  purelv  farmen 
banks,  and  I  know  some  where  the  stock  is  all  ownea  by  ^rmers. 

Mr.  Hayes.  There  is  nothing  to  prevent  the  States  from  organ 
izing  and  taking  care  of  those  banks,  the  same  as  the  Nation  na 
provided  for  the  Federal  reserve  banks. 

Mr.  Coulter.  Well,  but  there  you  fall  into  48  kinds  of  laws. 

Mr.  Hayes.  That  is  true,  but  the  conditions  are  different  in  th 
various  States. 

Mr.  Coulter.  And  yet  if  you  take  the  digest  of  the  State  bankin 
laws,  some  of  the  good  digests  and  examine  them,  you  will  find  that,  i 
an  illustration,  State  banks  were  aUowed  to  lend  money  on  real  estati 
and  yet  you  study  the  laws  in  all  the  States  and  the  practices  in  a 
the  States,  and  they  have  imitated  the  precedents  of  the  nationi 
banks.  Even  if  you  authorize  them  by  law  to  do  a  certain  thinj 
they  know  in  practice  they  must  follow  the  general  system  of  nations 
banks,  because  they  must  deal  through  national  banks  and  hai 
finally  to  turn  to  them;  they  know  that  their  paper  on  land  is  m 
good;  they  are  modeled  after  the  national  banks  in  their  busine 
forms  and  bu^ess  methods  and  you  can  not  get  away  from  that. 
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r.  Hayes.  That  is  sound  and  proper. 

r.  CouLTEB.  I  think  it  is,  and  therefore  I  think  they  ought  to  be 

ved  to  incorporate  with  a  Federal  charter  down  to  $10,000. 

r.  Woods.  Kef  erring  to  those  associations  in  foreign  countries. 

spoke  about  the  fact  that  the  local  credit  associations  were  obliged 

et  money  from  outside  sources  ? 

T.  CouLTEB.  Yes;  sometimes. 

r.  Woods.  Do  they  rediscount  their  paper  or  borrow  on  their 

note  directly,  or  issue  bonds  ? 
r.  CouLTEB.  Generally  they  borrow  directly,  or  rediscount  their 

paper. 

r.  Woods.  Yes. 

r.  CouLTEB.  But  it  is  interesting  to  know  that  in  Italy  the  idea 
)suin^  bonds  arose  20  years  ago,  but  instead  of  the  little  locals 
ing  the  bonds  they  went  to  the  savings  bank  or  people's  bank  and 
5  tneir  paper  as  security,  and  these  savings  banks  or  people's  banks 
ed  bonds. 

I  Hungary  a .  the  present  time  I  believe  that  the  reason  that  the 
igarian  Government  is  so  active  is  because  they  have  to  get  much 
lie  money  necessary  from  other  countries  and  provide  for  central 
itutions  to  issue  the  bonds.  The  locals,  I  think,  have  never  issued 
is,  but  rediscount  their  paper,  or  borrow  directly. 

0  summarize,  on  the  personal  credit  side  then,  if  it  were  possible 
:et  the  small  State  and  county  banks  under  Federal  charter,  it 
Id  be,  it  seems  to  me,  a  long  step  in  the  right  direction,  and  then 
le  little  locals  were  established  all  over  the  country,  I  think  that 
Id  be  the  second  big  step. 

ow,  I  do  not  think  that  it  is  necessary  to  try  to  connect  them  up 

1  the  Federal  reserve  system  until  you  have  some  of  them. 

,  occurred  to  me  that  after  we  found  a  way  to  adapt  them  to  our 
Is  in  this  country  then  they  might  be  federated,  in  some  such 
as  we  have  provided  now  for  the  national  banks,  and  in  that  way 
connecting  link  be  provided. 

r.  Hates.  But  if  the  national  bank  was  allowed  to  organize 
n  to  $10,000  capital,  those  little  banks  in  the  countrj'-  would 
I  care  of  your  unions,  would  they  not  ? 

K.  CouLTEB.  Probably  they  would,  and  they  could  get  all  their 
lections  there, 
r.  Hayes.  Surely. 

r.  CouLTBB.  But,  as  I  say,  I  do  not  know  what  is  the  best  way. 
t  not  like  a  national  law  to  create  these  Uttle  credit  institutions 
\o  many  different  kinds,  because,  as  I  say,  in  many  districts 
'  should  do  the  buying  and  the  selling  for  tne  farmers,  etc.  But 
.  is  a  point  I  have  not  any  final  judgment  on. 
wish  to  add  that  throughout  Europe,  probably  in  every  country — 
this  is  a  thing  that  Mr.  Moss  suggested  along  this  Une — ^just  the 
e  as  you  have  now  through  your  Federal  reserve  act  oi^anized 
sfinite  system,  so  that  all  of  these  national  banks  all  over  the 
itry  may  work  together  with  big  centrals,  so,  all  over  Europe, 
little  credit  unions  have  organized  into  federations.  They  are 
knized  into  federations,  so  tnat  they  have  clearing  houses  and 
ifals,  and  then  bigger  centrals.  So  that  they  have  independently 
B  the  very  thing  m  Europe  which  you  have  done  here  in  the 
ted  States  by  your  legislation. 
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Mr.  Platt.  Are  these  credit  unions  organized  in  such  comi 
as  the  Balkan  States,  or  Tiu*key  ? 

Mr.  CouLTEB.  Yes;  they  are  organized  there,  as  I  undwsl 
I  did  not  get  down  to  the  Balkan  States,  although  I  got  close  U 
border,  in  Hungary.  But  off  among  the  Magyars,  and  amoni 
Croatians,  I  was  up  among  the  various  Russian  groups — amonj 
Polish  people,  botn  the  Austrian  Poles  and  the  Russian  Pole 
found  tnese  imions  everywhere;  and  I  found  them  amon^  thel 
Russians,  who  are  considered  the  most  illiterate  Russians; 
some  of  those  unions  were  15  or  20  years  old.  So  they  are 
barely  starting;  they  are  old  enough  to  do  business.  And 
have  worked  out 

Mr.   Seldomkidge    (interposing).  Dr.   Coulter,   do   you  thb 

would  be  practicable  for  the  Government  to  give  the  countr 

•  object  lesson  in  the  matter  of  organizing  a  few  of  these  unioi 

different  parts  of  the  country  and  see  how  they  could  be  workec 

with  actual  supervision  ? 

Mr.  Coulter.  I  think  it  might  not  be  out  of  place  for  the  Do) 
ment  of  Agriculture  to  do  that  very  thing. 

Mr.  Hayes.  You  mean,  assist  them  to  organize  ? 

Mr.  Seldomridoe.  I  do,  yes. 

Mr.  Coulter.  In  other  words,  show  them  how,  send  out  dei 
strators. 

Mr.  Seldomridge.  Yes;   send  demonstrators  abroad  to  Euro 
countries  and  get  the  facts  which  Dr.  Coulter  has  gathered  tog 
here  and  put  the  Government  officials  in  charge  of  one  of  these  or, 
zations  for  a  few  months  and  demonstrate  practically  just 
could  be  done. 

Mr.  Hayes.  That  is  a  splendid  idea. 

Mr.  Coulter.  I  think  such  demonstration  should  be  mad 
think  it  is  just  as  legitimate  for  the  Department  of  Agricultu 
teach  the  farmers  how  to  get  money  at  6  per  cent,  instead  of  I 
cent,  as  it  is  to  show  them  how  to  make  two  blades  of  grass 
where  one  grew  before  or  to  get  two  drops  of  milk  where  the; 
one  before. 

Mr.  Platt.  Could  that  be  done  under  the  Smith-Lever  bill  \ 
has  just  passed? 

Mr.  Coulter.  Not  unless  the  Department  of  Agriculture  tak 
this  phase  of  work.  They  have  not  done  so  in  the  past,  but  I 
it  would  be  admirable  if  tney  could  and  would  do  so. 

Mr.  BuLKLEY.  To  what  extent  are  these  European  unions  o 
ized  under  national  law  and  to  what  extent  under  provincial  or 
law? 

Mr.  Coulter.  Practically  not  at  all  under  national  law,  exw 
some  of  the  newer  countries,  where  they  are  commencing  1 
introduced.  They  arose  spontaneously,  either  imder  local  or 
vincial  laws,  or  without  any  law.  In  Italy  Mr.  Wollemborg  juj 
one  started  in  his  own  Uttlc  community  because  he  had  studied 
they  had  been  doing  with  them  in  Germany,  and  the  system  s 
over  Italy. 

Mr.  BuLKLEY.  The  land-mortgage  banks  are  also  under  local 
are  they  not  ? 

Mr.  Coulter.  Yes;  the  land-mortgage  banks  are  generally 
local  law,  I  think  you  may  say,  although  in  some  countries — 
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Mr.  Raosdale  (interposing).  Pardon  me,  Dr.  Coulter;  but  under 
the  tenn  "local  law'*  ¥mat  do  you  mean? 

Mr.  Coulter.  Provincial  law. 

Mr.  Hayes.  The  law  of  the  Province  ? 

Mr.  Coulter.  The  Province,  yes.  For  instance,  in  Germany,  it 
would  be  the  different  States - 

Mr.  Ragsdale.  Now,  to  what  extent  does  either  the  provincial  or 
the  local  law  in  those  countries  control  the  financial  situation  or  the 
iBBuing  of  money  in  that  particular  Province  ? 

Mr.  Coulter.  Do  you  mean  the  personal-credit  instruments  ? 

Mr.  Ragsdale.  I  mean  in  the  issuing  of  money. 

Mr.  Coulter.  Every  big  country  has  its  own  personal  credit  sys- 
tem. So  the  Provinces  or  States  have  nothing  to  ao  with  the  personal 
credit. 

Mr.  Platt.  Do  you  mean  nothing  to  do  with  the  issuing  of  cur- 
rency? 

Mr.  Coulter.  Yes;  with  the  issuing  of  currency. 

Mr.  Ragsdale.  That  is  what  I  want  to  develop.  There  is  an 
entirely  different  condition  which  obtains  there  from  that  which 
:>btains  in  this  country.  Does  it  not  seem  that  where  all  the  money 
somes  from  a  national  source  they  have  got  to  look  to  that  source 
for  the  issuing  of  money,  and  also  for  the  final  handling  of  the  credit 
sjrstem  ? 

Mr.  Coulter.  I  think  in  this  country  the  issuing  of  mortgage 
bonds,  or  whatever  they  are  called 

Mr.  Ragsdale.  Yes. 

Mr.  Coulter  (continuing).  Should  be  entirely  under  Federal  act. 
That  is  so  that  they  vdll  all  be  of  a  definite  type;  the  National  Gov- 
ernment should  specify  a  definite  tvpe. 

Mr.  Hayes.  A  standard. 

Mr.  Ragsdale.  Yes;  a  standard.  And  do  you  not  think  there 
ought  to  be  some  legislation  that  would  provide  for  their  acceptance 
in  the  Treasury  upon  some  terms  which  would  be  specified,  just  as 
other  paper  ? 

Mr.  Coulter.  I  think  so. 

Mr.  Hayes.  Do  you  mean  for  security  ? 

Mr.  Ragsdale.  Yes. 

Mr.  Coulter.  But  in  Europe  you  find  a  great  many  provincial 
laws;  you  find  even  with  the  land  banks  all  sorts  of  local  practices. 

Mr.  Ragsdale.  Yes. 

Mr.  Coulter.  On  the  other  hand,  in  Italy,  for  instance,  aside  from 
the  savings  banks,  which  is  a  lot  of  mortgage  busines|s,  the  institu- 
tions are  under  national  law;  but  they  appfy  to  specific  provinces; 
for  instance,  it  will  be  a  law  for  the  Province  of  Latium,  or  the  Basili- 
cate,  or  Sardinia.  In  Russia  there  is  just  one  big  national  system  for 
the  mortgage  business.  In  France  there  is  practically  one  big  mort- 
gage institution. 

SCr.  Ragsdale.  Yes. 

Mr.  Coulter.  In  Germany  they  are  scattered.  Belgium  has  both 
fhe  mutual  and  the  joint-stock  institutions. 

Mr.  Ragsdale.  Yes. 

Mr.  Coulter.  Holland  has  about  70  joint-stock  banks. 

Mr.  Platt.  Dr.  Coulter,  Mr.  Moss  yesterday,  in  speaking  of  insti- 
tutions that  were  allowed  to  loan  both  in  the  cities  and  in  the  coimtry. 
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said  that  they  practically  never  made  loans  in  the  country,  or  wr 
rarely  did  so.  Do  you  think  that  is  due  to  the  fact  that  the  growth  of 
the  cities  has  been  a  pronounced  phenomenon  of  recent  tiniest  Do 
you  think  that  movement  is  Ukelv  to  be  permanent?  For  instance^ 
if  farming  should  become  relatively  more  profitable,  would  there  noi 
be  a  tendency  for  organizations  hke  building  and  loan  aasociationi 
to  loan  on  farms  rather  than  on  urban  property  ? 

Mr.  CouLTEB.  If  that  time  were  likely  to  oe  close  at  hand,  it  seem 
to  me 

Mr.  Platt  (continuing) .  Or  do  you  think  the  growth  of  citiee  can 
keep  on  at  its  recent  rate  without  any  check;  do  you  not  think  that 
i^  a  condition  that  is  going  to  pass  away  ? 

Mr.  Coulter.  Weu,  farming  is  constantly  being  done  more  efli> 
ciently,  with  the  improvement  of  machinery  and  farm  methods- 
take  lor  instance,  if  you  introduce  a  cotton-picking  machine  in  the 
South  you  could  send  1,000,000  negroes  to  the  cities  in  a  few  yean. 

Mr.  rLATT.  In  other  words,  you  tnink  the  people  have  been  arivon 
to  the  cities,  rather  than  going  there  of  their  own  accord  t 

Mr.  Coulter.  Well,  frequently  they  do  not  need  to  stay  in  tha 
country,  and  there  probably  is  not  work  there  for  them.  And  Umq 
there  is  another  thing  •  work  which  was  formerly  farm  work  has  now 
become  city  work.  Farmers  used  to  make  all  of  their  cider  and 
whisky  ana  beer. 

Mr.  Brown.  And  shoes. 

Mr.  Coulter.  Yes,  and  their  own  shoes  and  their  own  clothing. 
My  grandfather  did,  in  my  own  day;  I  have  seen  him  do  it. 

Mr.  Hayes.  I  have  seen  the  same  thing. 

Mr.  Coulter.  And  I  am  young,  too.  But  now  we  are  getting  to 
where  what  was  formerly  farm  work  is  now  done  in  the  cities.  Am 
that  continues,  the  country  people  will  go  the  cities  to  do  what  was 
formerly  farm  work.  And  then,  in  addition  to  that,  the  work  which 
is  done  on  the  farm  is  being  done  so  much  more  efficiently,  that  that 
releases  people  from  the  farm.  And  although  I  do  not  like  the  move- 
ment toward  the  cities  at  al] — I  do  not  think  it  is  the  best  thing  for 
the  country — still  it  looks  to  me  to  be  a  very  definite  tendency,  and 
it  seems  to  be  going  on.  In  the  last  10  years  the  farm  population 
of  this  country  has  increased  only  10  or  11  per  cent,  and  the  city 
population  has  increased  35  per  cent. 

Mr.  Hayes.  Is  that  not  o^^'ing  largely  to  immigration,  which  goes 
almost  entirely  to  the  cities  ? 

Mr.  Coulter.  That  accounts  for  part  of  it. 

Mr.  Platt.  But  the  same  thing  is  true  of  Europe. 

Mr.  Hayes.  But  not  to  the  same  extent. 

Mr.  Coulter.  I  think  nearly  to  the  same  extent.  I  was  dumb- 
founded by  what  I  learned  over  there.  There  was  city  after  city  in 
Russia,  bigger  than  the  city  of  Washington,  and  yet  I  had  never 
heard  of  tnose  cities.  I  would  tell  the  people  I  wanted  to  take  a 
train  to-night  and  go  inland  to  the  big  center  of  agriculture;  and  I 
would  ask  u  there  were  any  towns  oflF  there  that  I  could  stop  at  in  the 
morning.  They  would  probably  name  three  or  four  and  when  I 
asked  tnem  the  size  of  these  towns  they  would  say  they  had  400,000 
or  500,000  population.  And  I  confessed  m^  absolute  ignorance. 
And  there  is  Ilussia,  which  has  great  cities,  thriving  cities,  beautifully 
lighted  with  electric  lights,  with  street  car  systems,  and  great  faiit 
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Jig  held  as  big  as  any  of  our  great  State  fairs,  and  all  that  sort  of, 

ng.    I  confess  I  was  amazed.    And  it  seems  to  me  that  people  all 

ar  the  world  are  going  to  the  cities  to  do  the  work  that  used  to  be 

ae  in  the  country. 

!i£r.  Ragsdale.  Do  you  know  what  the  rate  of  increase  or  decrease 

the  cities  and  country  population  has  been  in  Canada  during  the 

t  10  years  ? 

Mr.  Coulter.  I  do  not  know.     I  could  look  it  up. 

Mr;  Platt.  Would  you  say  that  conditions  in  Russia,  generally 

making,  are  more  near^  like  those  in  the  United  States  than  those 

any  other  country  in  Europe  ? 

Mr.  CouLTEE.  Yes;  in  many  respects.    Germany,  for  instance,  has 

jOO0,000  people  and  is  not  as  big  as  Texas;  that  is  to  say,  it  is  very 

ickly  settled;  so  it  is  with  France  and  other  coim tries;  but  Russia 

a  great,  big  coimtry,  Uke  this,  comparatively  sparsely  settled. 

Kfr.  Platt.  And  with  a  great  many  di£Ferent  nationalities  ? 

Mr.  CouLTEB.  Yes;  and  with  a  great  many  different  peoples;  and 

u  get  off  in  the  interior  of  Russia  and  you  find  as  bad  roads  as 

vthing  we  have  in  this  country — I  do  not  believe  they  are  worse. 

Mt.  Hayes.  They  could  not  be  worse  than  we  have  in  some  places. 

Mr.  CouLTEE.  It  has  great  stretches  of  country,  peoi)le  scattered 

over  it;  it  is  an  inmiense,  thinly  settled  coimtry,  still  in  the  rough 
kte,  it  seems.  They  have  not  built  up  industries,  I  think,  as  far  as 
I  have;  so  they  have  probably  had  a  smaller  movement  toward 
B  city.  Still,  they  have  a  g^eat  manv  big,  fine  towns  and  business 
iters  doing  an  inmiense  business.  I  found  big  bank  building  there 
fine  as  anything  in  the  United  States — off  in  the  center  of  Russia, 
lere  we  read  about  peasant  revolts.  There  are  a  few  of  those,  of 
arse. 

Mr.  Platt.  Generally  speaking,  are  the  people  of  Russia  not  as 
tive  in  pushing  ahead  and  apparently  not  anv  more  hampered  by 
B  Government  than  people  in  other  countries  1 
Mr.  CouLTEB.  I  thinK  the  ^eat  mass  of  peasants  are  less  educated 
an  in  otJxer  countries.  In  that  respect  they  are  far  behind.  I  think 
is  67  per  cent  of  the  peasants  of  Russia  that  can  not  read  and  write. 
ley  say  that  themselves.  But  they  have  also  started  to  establish  a 
Diplete  system  of  schools,  and  within  six  or  seven  years  every  coun- 
r  community  of  Russia  will  have  a  school  and  every  child  will  be 
the  school,  so  there  is  not  much  difference  in  that  way.  The  people 
5  generally  physicaDy  a  great,  big,  fine,  well-built  people  ana  a 
od  neighbormg  people. 

Mr.  Seldombidoe.  Is  the  land  entailed  there  ? 
Mr.  CouLTEB.  If  you  are  ffoing  into  the  land  question,  you  will  find 
it  they  are  trying  to  do  the  things  that  we  have  been  tryine  to  do 
this  country.    That  is  to  say,  we  came  into  this  country  and  killed 

the  Indians  and  distributed  the  lands  to  the  people.  Over  there 
^  people  were  already  in  the  country  and  instead  of  killing  off  the 

lians 

^.  Seldombidoe.  They  killed  off  some  of  the  nobiUty,  didn't  they  ? 

kughter.] 

dr.  CouLTEB.  Instead  of  killing  off  the  nobles  they  decided  to  make 

people  pay  for  the  land  through  a  period  of  50  or  60  years  and  pay 

nobility,  and  then  let  the  nobility  invest  the  money  m  other  ways. 


Digitized  by 


Google 


182  BUBAL  GBBDITS. 


or  spend  it,  if  they  wanted  to.  Those  that  spent  tlieir  money  htTi 
gone  to  the  dogs,  and  those  that  did  not  spend  it  have  maintainel 
smaller  estates. 

Mr.  Hayes.  Is  this  going  on  in  Russia  now  ? 

Mr.  Coulter.  Yes.  Russia  has  a  magnificent  set  of  land-mortgap 
banks.  They  have  the  nobiUty  land-mortgage  bank,  which  tabi 
over  the  estate  from  the  nobles,  and  then  they  have  a  sister  societj 
that  divides  the  estate  up  and  sells  it  in  small  lots  to  the  peasant^ 
and  gives  them  a  long  period  of  time  in  which  to  pay  for  the  land; 
end  the  land  is  gradually  passing  from  the  nobiUty  to  the  peasant, 
except  that  each  nobleman  retains  a  considerable  estate. 

But  away  off  in  the  heart  of  Russia,  it  was  not  uncommon  to  see 
a  big  farmer,  one  of  the  nobiUty,  and  go  into  his  house — and  his  Utdi 
girl  would  greet  me  in  English  and  say  she  wanted  to  see  me  becauw 
«he  wanted  to  know  what  an  American  looked  like;  the  children  ha76 
Eng:lish  governesses  and  learn  English  in  that  way.  Many  of  die 
nobiUty  are  selUng  off  their  land,  and  are  using  the  money  in  part  to 
oducate  their  children.  The  children  are  generally  able  to  speak 
English,  French,  and  German. 

Mr.  Platt.  In  general  progress,  Russia  is  going  ahead  as  fast  as 
the  United  States,  is  it  not  ? 

Mr.  CouLTEB.  I  really  think  so. 

Mr.  Platt.  And  perhaps  a  Uttle  faster  ? 

Mr.  CouLTEB.  I  stopped  in  a  farmers'  club  in  the  town  of  Eieff, 
which  we  have  aU  heard  of  on  account  of  an  aUeged  ritual  murder. 
I  stepped  into  the  club  there,  and  one  of  the  ofUcers  spoke  to  me  in 
good  English,  and  said,  '*By  the  way,  according  to  the  papers,  you 
are  from  Minnesota.  Our  society  mamtains  an  expert  in  Minnesota.'' 
And  he  gave  me  the  name  of  the  expert  and  his  address  in  Minneapolis. 

He  said  that  the  busings  of  the  expert  was  to  find  out  evervthin£ 
that  oiu*  experiment  station  covered  in  Minnesota,  and  send  wor3 
to  them  about  it.  Now,  there  is  a  farmer's  club  in  Russia  with  an 
expert  watching  us  so  as  to  report  to  them  what  we  do. 

Mr.  Hayes.  There  are  similar  cUmatic  conditions  ? 

Mr.  CouLTEB.  Yes. 

Senator  Hollis.  We  ought  to  have  a  farmer  in  Russia  watching 
to  see  what  they  were  doing.     [Laughter.] 

Mt.  CouLTEB.  Om*    Government,    of    coiuse,    maintains    experts 
«ix>und  the  world,  but  our  farmers'  organizations  do  not.     But  over 
Ttbere  the  Government  has  not  in  the  past  been  doing  much  along 
that  line.     Thejr  are  starting  now  to  establish  aU  kinds  of  experimenU 
stations,  extension  work,  etc. 

Mr.  Seldombidge.  Have  thev  good  railroad  f aciUties  ? 

Mr.  CouLTEB.  Yes;  good  raifroad  f aciUties. 

Mr.  Platt.  Yet  we  have  not  any  treaty  with  Russia,  and  do  no* 
do  any  business  with  her. 

Mr.  CouLTEB.  No;  they  poked  a  good  deal  of  fun  at  me  about  my 
ignorance  of  Russia.  The  prime  minister  of  Russia,  who  resigned  m^ 
few  days  ago  on  accoimt  of  Ul  health,  said:  *' You  Americans  are  ^ 
marvelous  lot  of  people;  you  are  so  busy  over  there  with  your  owxB 
affairs  that  you  have  not  time  really  to  look  into  conditions  in  otheS* 
places,  and  know  how  to  deal  with  them."  He  was  quite  good-^ 
natured  about  it;  he  laughed  about  it. 
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ij  gentlemen,  we  have  only  touched  the  question  of  personal 
rrobably  I  should  not  have  gotten  started  on  that  subiect. 
-A  my  studies,  so  far  as  nationfd  legislation  is  concerned,  bear 
land-mortgage  credit;  and  I  would  like  to  speak  on  that  sub- 
r  some  length  later. 

BuLKLEY.  The  hour  of  adjournment  having  arrived,  I  should 
)  know  the  pleasure  of  the  committee  upon  this  question:  I 
[  like  to  say  that  under  the  plan  which  Senator  HoUis  and  I 
napped  out,  we  wanted  to  get  through  with  what  the  members 
United  States  conmiission  had  to  say  this  week,  as  we  had  some 
plans  for  next  week;  and  if  it  would  be  agreeable  to  the  com- 
>,  we  would  like  to  have  the  committee  meet  again  to-morrow 
ag,  although  that  is  an  extra  day. 

ereupon,  at  1.10  o'clock  p.  m.,  the  committees  adjourned  until 
r,  February  20, 1914,  at  10.30  o'clock  a.  m.) 
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FRIDAY,  FEBBTTABY  20;  1914. 

House  of  Repbesentatiybs, 

Washington,  D.  C. 

The  committee  convened  at  10.45  o'clock  a.  m.,  Hon.  Henry  P. 
Hollis  presiding. 

Present,  Senator  Lee  and  Representatives  Bulkley,  Brown,  Stone,  j 
Seldomridge,  Weaver,  Ragsdale,  Hayes,  Woods,  ancf  Piatt.  | 

STATEMEITT  OF  JOHN  LEE  GOULTEB— Continued. 

Mr.  Coulter.  I  want  to  say  a  few  words,  taking  not  more  than  thm 
or  four  minutes,  further,  concerning  personal  credits,  before  leaviDC 
it.  I  want  to  give  not  so  much  mv  own  views  as  to  let  the  committee 
know  what  the  views  of  two  or  tnree  other  people  may  be  and  wbj 
certain  movements  are  on  foot. 

Mr.  Moss  turned  over  to  the  committee  a  resolution  introduced  by 
the  farmers  of  Nebraska.  I  know  a  great  deal  about  the  movemoil 
that  resulted  in  that  resolution.  Sir  Horace  Plunkett,  the  great  ift- 
temational  authority  on  this  whole  question,  spoke  to  the  f armos  k 
Nebraska.  The  whole  tenor  of  his  talk  was  tnat  so  far  as  personal 
credit  was  concerned,  it  would  be  wise  not  to  go  too  rapidly  in  the 
establishment  of  either  a  system  imder  Federal  legislation  or  otbe^ 
wise;  that  they  had  best  get  together  and  imderstand  each  oUmt 
and  talk  the  tmn^  over  and  thrash  it  out  and  get  acquainted  with  the 
problem.  But  Sir  Horace  Plimkett  did  not  advise  against  either  i 
State  or  a  National  system  of  legislation  for  land-mortgage  banks  d 
any  kind.  In  fact,  ne  wrote  a  very  short  article  for  one  of  the 
Nebraska  farm  papers,  that  is  very  brief  on  that  point;  and  I  talked 
with  him  here  in  Washington  afterwards,  and  I  know  that  tin 
Nebraska  resolution  came  out  of  his  talk  there  and  also  the  talk  d 
Mr.  Jones,  from  Colorado,  who  was  at  that  same  meeting.  I  hati 
letters  from  Mr.  Jones  to  the  same  effect. 

The  whole  point  there  is  this,  that  the  Nebraska  resolution  pertainJ 
to  personal  credit  and  is  based  upon  the  recommendation  that  thi 
farmers  so  slow  in  going  into  that.  Sir  Horace  advised  ttiem^ti 
proceed  sTowly  on  that  one  point.  * 

Mr.  Woods.  What  experience  has  Mr.  Plunkett  had  to  give  hio 
actual  knowledge  of  the  needs  of  the  people  who  desire  personal  credit 

Air.  Coulter.  Sir  Horace  has,  I  tninK,  the  experience  which  wouk 
make  it  possible  for  him  to  speak  with  some  authority  both  at  houM 
and  in  this  country.     He  does  not  know  hardly  which  to  call  home. 

Mr.  Woods.  What  is  his  exptirience  ? 

Mr.  Coulter.  In  the  first  place  he  lived  in  this  country  with  th 
ranchers  and  among  the  farmers  of  the  West,  on  account  of  his  health 
He  was  in  very  poor  health  for  10  or  15  years  and  lived  with  tha 
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frontier  ranchers.  He  was  a  well-to-do  man,  sufficiently  well-to-do 
JO  that  he  was  able  to  travel  and  live  around  among  the  farmers 
jenerallv  and  study  the  tenant  situation. 

Mr.  Woods.  But  he  never  had  to  make  a  living  for  his  family  off 
jf  a  tenant  farm  ? 

Mr.  Coulter.  No;  but  he  has  lived  with  thosepeople  under  condi- 
tions so  as  to  thoroughly  study  their  needs.  Tnis  resulted,  on  his 
return  to  Ireland,  in  the  establisnment  of  a  department  of  agriculture, 
in  his  helping  the  poor  tenant  farmers  establish  little  credit  unions, 
and  in  the  establishment  of  a  service  similar  to  the  service  which  has 
just  been  started  in  the  Department  of  Agriculture  here.  He  did  that 
beginning  back  in  1885,  I  believe. 

Then  he  has  gone  right  out  and  worked  with  his  workers  and  has 
given  his  personal  fortune,  of  a  good  many  thousand  dollars^  to  help 
the  poor  tenant  farmers,  who  had  absolutely  not  a  cent,  establish  these 
little  credit  imions.  He  sat  with  them  at  their  meetings,  he  helped 
them  with  their  books  and  n^ports,  and  has  gone  through  all  the 
stages  of  trouble  with  them.  They  came  to  him  if  they  wanted  to  buy 
a  chicken  sometimes  and  asked  him  the  best  way  to  proceed,  and 
asked  if  he  thought  they  should  get  the  credit  in  their  little  credit 
unions. 

He  haa  also  helped  to  establish  cooperative  creameries  in  Ireland 
and  helped  them  to  build  up  little  egg  marketing  societies,  and  he  has 
dealt  witibi  the  problem  in  such  a  mmute  and  detailed  way  that  he 
understands  even  the  matter  of  classifying  the  eggs  in  the  little  egg 
marketing  societies  and  imderstands  tne  way  of  separating  the  rots 
from  the  cloudy  and  the  musty  eggs  and  in  getting  the  right  colors 
together  and  the  right  sizes  together,  and  when  to  sell  by  the  poimd, 
and  when  to  sell  by  the  egg,  and  so  forth.  And  he  has  studied  the 
whole  thing  thoroughly  from  the  ground  up. 

I  really  believe  he  understands  the  position  of  the  poor  strugglii^ 
tenants  as  well  as  any  man  either  in  official  or  unofficial  circles  in  this 
or  any  other,  coimtry  possibly  could.     There  is  always  a  question 
whether  any  man  who  haa  a  hi^h  position  can  understand  the  struggles 
of  the  poor  fellow  in  the  ditcn.     I  think  it  is  a  very  great  queation 
idiether  any  of  vou  gentlemen  here  can  fairly  and  really  understand 
the  questions  ol  the  poor  fellow  who  has  struggled  for  years;  but  if 
that  IS  possible,  I  believe  Sir  Horace  Plunkett  wiu  equal  in  that  respect 
any  man  in  any  of  the  States  in  an  understanding  of  the  problem. 
It  is  because  of  his  knowledge  oi  the  subject  that  he  advises  the 
way  he  does  with  reference  to  these  little  credit  unions,  and  that  is 
(he  reason  he  talked  to  the  Nebraska  farmers  the  way  he  did.     He 
Imows  if  they  jump  into  it  head  over  fist,  as  he  expresses  it,  because 
it  looks  like  a  grand  scheme,  that  unless  it  is  pretty  carefully  super- 
vised by  proper  inspectors,  and  so  forth,  the  thing  may  fail  and  result 
in  anotner  quarter  of  a  century  of  setback.     He  was  in  this  country 
daring  the  Granger  and  Alliance  days,  and  knows  how  a  too  enthu- 
siastic visionary  plan  may  result  in  a  flat  jailure  and  a  quarter  of  a 
century's  delay  in  getting;  things  going  gradually.     For  that  reason 
Sir  Horace  Plunkett  advSed  the  Nebraska  farmers,  on  this  matter  of 
personal  credits,  to  go  slow;  to  get  together  and  talk  about  it  and 
study  it  and  get  the  idea  and  to  l^  prepared  to  act;  at  the  same  time 
to  oi^nize  other  kinds  of  marketing  societies. 
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Now,  that  judgment  was  based  upon  a  further  pomt  which  ou^ 
to  be  mentioned.  The  pomt  is  this:  With  these  little  credit  unioDfl— 
each  very  small  but  large  in  numbers  if  the  farmers  generally  start  tc 
organize  them — will  the  expense  of  supervising  and  inspection,  d 
seeing  that  they  are  run  right  and  do  not  fail — ^will  that  expense  nol 
be  so  great  as  to  make  the  thing  nonproductive  and  result  m  such  i 
curtaiEnent  of  inspection  as  womd  leave  the  credit  institution  in  th( 
hands  of  untrained  farmers,  not  accustomed  to  do  this  sort  of  businesBl 

I  would  suggest  in  this  connection  that  there  is  a  lot  of  weight  k 
his  argument,  although  I  am  heartily  in  favor  of  these  farmen 
starting  these  credit  societies.  I  know,  for  instance,  that  a  recent 
study  was  made  in  one  of  the  most  progressive  States  of  the  Unioii 
with  reference  to  the  country  school  system.  The  school  commissioii 
felt  that  there  was  such  a  poor  financial  arrangement  for  managing 
the  country  schools  that  some  reform  was  necessary.  An  examina- 
tion of  the  records  of  200  or  300  school  treasurers  or  the  clerks  ol 
the  school  boards  was  made,  and  I  think  that  they  lound  that  70 
or  80  out  of  each  100  such  records  were  full  of  errors.  Frequentlj 
the  school  clerk  or  treasurer  had  paid  out  $10  to  $100  or  $150  from 
his  own  pocket,  unknowingly,  lor  the  support  of  the  school  in  addi- 
tion to  tne  local  taxation  contribution.  In  other  instances  the  clerk 
or  treasurer  had,  equally  unknowingly,  taken  from  $10  to  $300  ol 
the  school  money  by  errors  in  addition  and  errors  of  all  sorts.  There 
is  no  inspection  and  no  supervision  and  they  just  do  the  best  they 
can. 

Now,  because  of  that  lack  of  training  in  arithmetic  and  in  business 
methods  on  the  part  of  farmers,  my  belief  is  that  the  really  big  start 
must  be  through  the  rural  schools,  through  education,  througli 
training  the  boys  and  girls  in  the  arithinetical  part  of  the  question  ol 
partial  payments  and  the  value  of  farm  products,  and  so  forth,  and 
then  when  they  become  young  men  and  young  women  you  will  have 
a  thoroughly  trained  set  of  men  and  women  to  manage  theg^  insti- 
tutions. In  the  meantime,  of  course,  I  think  many  farmers  could 
go  on  and  organize  and  familiarize  themselves  with  the  business. 

Now,  the  explanation  of  the  Nebraska  resolution  appUes  equally  Ui 
the  Colorado  resolution,  because  Mr.  Jones  was  at  the  Nebraska  meet- 
ing— Mr.  Jones,  of  Colorado.  He  was  there  and  heard  Sir  Horace 
Plimkett.  He  understands  the  subject  very  thoroughly,  because  hi 
is  a  Colorado  banker  and  a  thoroughly  successful  one;  also  because 
he  was  a  member  of  the  American  commission  which  studied  in 
Europe.  He  is  able  to  use  his  own  position  as  a  banker  to  discourage 
the  iaea  of  farmers  going  into  something  that  might  result  in  failure 
and  that  is  also  the  position  taken  by  the  very  best  possible  friendf 
of  the  farmer — men  hke  Mr.  Plunkett.  The  Colorado  resolution,  then 
is  a  direct  side  result  of  the  Nebraska  meeting,  and  neither  of  thesi 
has  anything  to  do  ^^dth  the  land-mortgage-credit  proposition.  Il 
fact,  Mr.  Jones,  from  Colorado,  is  enthusiastically  in  favor  of  it,  but  h« 
has  certain  recommendations  to  make  concerning  long-time  credit 
adopting,  as  he  does,  practically  all  of  the  details  of  the  suggestioDi 
of  tne  United  States  commission,  except  that  he  would  like  to  have  f 
central  bank  for  each  State  tacked  to  it  to  issue  the  bonds,  and  I  thinli 
he  is  justified  in  that  position  in  his  State.  I  am  sorry  that  the  mem 
her  of  your  conamittee  from  Colorado  is  not  here  (Mr.  Seldomridge). 
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I  believe  that  it  is  a  fact  that  the  far  Southern  States  and  the  moiin- 
dn  States  would  find  it  decidedly  to  their  advantage  to  have  some 
ind  of  a  central  institution  (at  least  a  State  institution)  to  look  after 
le  bonds  which  their  local  institutions  may  issue.  They  are  forced  to 
>ine  to  the  eastern  and  northern  markets  for  their  money.  In  order 
>  get  funds  they  have  to  go  to  the  North  and  East.  It  is  not  sur- 
risingy  therefore^  that  a  man  from  the  mountain  States  or  from  the  far 
outhem  States,  desiring  more  credit  assistance  than  his  own  State 
ffdrds,  should  want  to  have  a  State  bank  or  a  central  bank.  It  might 
ot  even  be  bad,  from  their  standpoint,  to  have  the  National  Govem- 
dent  guarantee  bonds  from  those  sections,  placing  them  on  the  same 
lasis  as  those  from  the  old-settled  parts  of  the  country,  because  it 
rould  bring  their  securities  up  to  a  par  with  those  of  the  old-settled, 
toble  districts,  where  values  have  established  themselves— where 
ralues  have  proven  themselves  and  there  are  fewer  imcertainties. 

The  position,  then,  of  the  Colorado  people  was  that  it  would  be  wise 
\x>  m  slow  in  the  matter  of  further  personal-credit  legislation;  that 
iana-mortgage  legislation  should  provide  for  some  sort  of  a  central 
institution  to  take  care  of  the  bonds  issued  by  banks  in  the  localities 
vrhere  the  local  investors  and  buyers  and  lenders  do  not  suflSice. 

Mr.  Woods.  Could  we  get  copies  of  Mr.  Plimkett's  speech  at  that 
time,  Mr.  Coulter? 

Mr.  Coulter.  I  shall  try  to  get  copies  and  send  them  to  the  mem- 
bers of  the  committee. 

Senator  Hollis.  I  have  a  copy  of  the  address  I  think  he  made  to 
your  commission.    Is  that  a  commission  report  ? 

Mr.  Coulter.  -He  deUvered  an  address  to  the  commission  with  his 
reconmiendations  and  he  also  deUvered  an  address  directed  to  the 
farmers  of  Nebraska. 

Mr.  Woods.  You  think  this  resolution  was  the  result  of  that  talk? 

Mr.  Coulter.  Yes;  I  know  it  was,  in  fact,  because  I  have  talked 
^th  people  who  asked  me  what  I  thought  of  Sir  Horace  Plunkett's 
address. 

Mr.  Woods.  Then  in  order  for  us  to  imderstand  what  was  meant 
by  this  resolution  it  would  be  well  for  us  to  know  what  was  in  his 
^eech? 

Mr.  Coulter.  It  would  be  well.  My  knowledge  of  it  came  from 
Bay  talk  with  him  afterwards,  before  he  left  for  Ireland.  He  is  now 
in  Ireland  trying  to  establish  harmony  between  the  north  and  south 
of  Ireland. 

land-mortgage  credit. 

Takinjg  up  now  the  question  of  long-term  credit,  I  would  like  to  say, 

first,  a  few  words  with  reference  to  the  need,  if  there  is  a  need.    I 

befieve  that  there  is  a  very  great  need,  and  I  beUeve  that  there  are 

several  reasons  that  might  be  given  to  show  that  there  is  the  need. 

The  first  point  is  that  in  the  United  States  as  a  whole  only  about 

one-half  of  the  land  surf  ace  is  in  farms.     Now,  much  more  would  be 

brought  into  farms  if  there  was  a  system  of  long-term  credit,  which 

rould  make  it  possible  for  the  farmer  to  take  the  land  and  bring  it  into 

'ann  use.     If  tnis  land  was  all  Government  land,  you  might  say  that  a 

ong-term  credit  scheme  would  have  little  place  so  far  as  bringing 

Qore  land  into  farms  is  concerned.     But  we  must  remember  that  the 
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National  Government,  in  its  early  days,  granted  hundreds  of  milfi0 
of  acres  to  the  railroad  corporations  and  that  lumbering  corporatio 
have  millions  of  acres  of  forests.  Now,  much  of  this  is  cut-over  ha 
Many  investors  have  purchased  large  tracts  of  land  which  now  m 
be  purchased  from  them. 

AH  told,  I  know  from  some  study  of  that  point  there  are  litera 
hundreds  of  millions  of  acres  of  land  which  could  be  purchasi 
which  is  on  the  market  for  farmers,  or  young  men  wishing  to  becoi 
farmers,  had  they  some  way  of  borrowing  and  paying  in  a  long  peri 
of  time  for  the  land  purchased.  I  believe  that  someKind  of  a systi 
j  of  long-term  mortgage  credit  would  result  in  bringing  much  nu 
jland  into  farms.  That  would  be  good  for  th©  country  from  t 
standpoint  of  the  consumer  who  wants  food  and  clothing  and  Ix 
erage  materials.  It  would  be  good  for  the  coimtry  from  the  stai 
point  of  our  young  farmer  because  he  wants  an  opening;  it  would 
good  for  the  country  because  it  would  get  out  of  the  hands  of  thi 
great  holding  corporations,  as  they  might  well  be  called,  the  lao 
which  they  now  possess;  it  would  be  good  for  the  country  beeai 
it  would  give  employment  to  this  great  mass  of  unemployed  we  son 
times  hear  about.  From  every  standpoint  it  seems  to  me  it  won 
be  good  for  the  coimtry  to  have  some  scheme  of  long-term  crw 
in  order  to  bring  land  into  farms  which  is  not  now  in  farms. 

Second,  if  we  take  all  of  the  land  now  in  farms,  the  last  Gover 
ment  report  shows  only  about  one-half  of  it  is  improved.  In  oth 
words,  tne  present  farmers  of  the  country,  six  and  a  third  miUion 
number,  own  and  operate  great  tracts  of  land,  only  one-half  of  whi 
is  improved. 

Mr.  Hayes.  You  mean  by  '^ improved''  actually  tilled? 

Mr.  CouLTEE.  Actually  tilled  or  in  hay  or  pasture  and  rotation 
lying  fallow. 

Mr.  Ragsdale.  Used  for  regular  agricultural  purposes? 

Mr.  Coulter.  For  regular  agricultural  purposes — even  improv 
pastures  and  hay  land. 

Mr.  Hayes.  What  is  the  balance? 

Mr.  Coulter.  The  balance  of  it  is  woodland,  swamp  land,  ai 
some  of  it  is  stumpy  land  and  some  of  it  is  stony,  and  tnere  is  soi 
of  it  that  is  wild  grassland  where  the  hay  is  used  as  an  outbfi 
pasture. 

Mr.  Raosdale.  You  do  not  count  that  for  regular  agricultui 
purposes  ? 

Mr.  Coulter.  Not  imless  it  is  regularly  cultivated  or  plowed 
rotation,  or  regularly  mowed  as  improved  grassland  would  oe. 

Mr.  Platt.  a  great  deal  of  that  land,  however,  is  put  to  a  real 
useful  purpose. 

Mr.  Coulter.  But  poorly  so. 

Mr.  Platt.  What  would  you  say  if  they  have  land  in  forest? 

Mr.  Coulter.  I  think  the  woodlands  and  forests  are  very  pool 
used.  I  think  it  could  be  highly  developed.  For  instance,  I  ha 
in  mind  a  few  himdred  acres  in  a  certain  farm  where  the  timberla 
is  used  for  protection  for  the  stock,  and  at  the  same  time  makes  go 
pasture  land  out  of  it.  ^But  the  farmers  can  not  do  that  witbii 
money  or  credit.  My  idea  is  that  if  the  farmers  could  borrow  moii 
for  a  long  period  of  years,  paying  it  back  graduaUy,  they  could  cb 
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stump  land,  the  cut-over  land,  could  repaove  the  stones;  drain 
swamp  lands;  in  areas  where  irrigation  is  necessary  they  could 
;ate;  tJiey  could  either  bring  the  water  on  or  take  the  water  off 
improve  the  land  which  they  now  have  in  farms. 
think  it  would  be  easily  possible  to  bring  several  hundred  millions 
cres  into  bearing  in  a  good  active  way  if  the  farmers  could  secure 

money. 

'ow  at  that  point  I  want  to  bring  out  a  suggestion  I  have  never 
rd  made,  and  it  is  this,  that  the  biggest  defect  in  our  present 
il-credit  sjrstem  forgets  that  the  farmer  must  make  out  of  the 
Q  absolutely  everything  that  he  needs.  He  has  not  any  out- 
\  income.  Building  and  loan  associations  expect  laborers  who 
i  their  money  outeide  to  bring  money  into  those  enterprises, 
.  all  other  financial^  agencies  and  institutions  generally  depend 
n  fJie  people  to  bring  in  more  money.  I  have  belonged  to  a 
iety  of  associations  miere  you  might  pay  in  a  small  amount, 
miums  on  insurance  or  little  amounts  per  year,  and  all  of  it  comes 
n  the  outside.    The  farmers  must  pay  for  the  farm  from  the  farm 

a  system  of  credit  must  be  evolved  so  that  he  will  be  given  a 
J  enough  period  of  years  to  get  out  of  the  farm  sufficient  to  pay 
the  farm;  and  each  generation  must  pay  for  the  whole  agricul- 
il  property.  It  must  pay  for  itself,  each  generation. 
row,  tnat  IS  a  revolving  process  and  any  system  of  bringing  more 
Is  into  farms,  or  the  improvement  of  land  now  in  farms,  must 
template  that  the  farmer  is  going  to  pay  back  the  loan  out  of  the 
perty  which  is  improved. 

think  we  need  this  long  time  credit  for  a  third  reason,  and  that 
o  improve  and  make  the  farm  more  productive  by  improved 
ipment  on  the  land  which  is  already  improved.  That  is  to  say, 
know  that  half  of  the  land  of  the  country  is  in  farms  and  only 
■  of  that  in  farms  is  improved,  and  that  which  is  improved  is  onl^ 
ut  one-half  productive,  considering  what  the  rest  of  the  world  is 
yg.  Now  we  are  going  to  need  to  double  our  yield  from  the 
n  as  we  go  on  increasing  our  population  and  we  must  provide  a 
iem  of  financing  that  improvement;  farmers  must  plow  deeper, 
.  must  equip  better,  must  drain  better  and  must  provide  the  best 
Jiods  of  domg  the  work, 
[r.  Hates.  And  fertilizing  the  land  ? 
It.  Coulter.  And  fertilizing  the  land  either  naturally  or  artifi- 

(t.  Ragsdale.  Have  you  arrived  at  any  definite  period  of  time, 
i  result  of  your  researches,  for  which  the  loan  should  be  made  ? 
Ir.  Coulter.  Yes,  sir;  I  have.  I  think  in  this  country,  a  young, 
w^ing  country  like  this,  it  is  very  doubtful  whether  tney  should 
for  a  longer  period  than  35  years.  I  have  taken  the  age  of  25 
rs  when  a  young  man  starts  in  and  if  you  allow  him  to  take  up 
he  maximum  of  35  years  for  the  periodf  of  the  loan,  it  will  make 
.  60  years  old  when  the  whole  thing  is  paid  out.  I  would  like  to 
dder  that  a  maximum.  And  an  older  man  who  wants  to  borrow, 
,  would  take  a  loan  for  20  years,  and  he  would  pay  it  out  before 
3  ready  to  retire. 

T.  Ragsdale.  From  your  researches,  what  would  you  say  would 
,  fair  rate  of  interest  to  be  charged  ? 
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Mr.  Coulter.  I  think  you  would  have  to  leave  that  to  gene 
competition  throughout  the  world  to  determine.  My  first  reason 
saving  that  is  a  remark  that  was  dropped  to  me  in  Germany, 
asked  a  German  officer  concerning  tnese  farm-mortgage  insti 
tions,  and  I  said  to  him,  '*How  does  the  farm-mortgage  be 
compete  with  such  bonds  as  Government  bonds,  for  mstanc€ 
'*Well,"  he  said,  **The  Landschaften  bonds'' — that  is,  the  farm 
mutual  mortgage  bonds — ''The  Landschaften  bonds  actually  b 
better  in  the  open  market  than  the  Prussian  Government  boi 
during  a  recent  flurry  when  the  German  Government  was  havini 
little  controversy  with  some  of  her  neighbors."  Actually  the  farm 
could  borrow  cheaper  than  the  Prussian  Grovemment.  Now,  I  say 
that  is  so,  all  you  nave  got  to  do  is  to  create  an  instrument— a  lai 
bank  bond,  for  instance — that  is  absolutely  safe  and  sound  and  put 
on  the  market  and  it  will  sell  at  par  for  a  low  rate  of  interest. 

Mr.  Hayes.  Especially  if  you  exempt  it  from  taxation. 

Mr.  Coulter.  EspeciaDy  if  you  exempt  it  from  taxation,  whid 
would  Kke  to  do. 

Mr.  Weaver.  That  was  the  cooperative  credit  societies'  bonds  I 

Mr.  Coulter.  Yes,  sir;  but  the  others  were  selling  -so  nearly  \ 
same  that  the  difference  was  unmaterial.  The  reason  they  » 
better  than  the  others  was  because,  I  believe,  of  the  unlimited  liabil 
of  the  members  who  issued  them.  In  other  words,  besides  the  pr< 
erty  actually  mortgaged  through  these  societies,  the  members  in  ma 
cases  also  gave  all  of  their  property  as  a  final  security  in  order  to  pre 
that  there  was  no  possible  chance  for  loss. 

Mr.  Hayes.  Do  you  not  think,  as  a  matter  of  practical  experien 
that  25  years  will  be  plenty  of  time  to  allow  for  the  repayment 
these  loans  ? 

Mr.  Coulter.  I  think  a  young  man  starting  in  might  well 
given  the  full  period.  I  think,  for  instance,  of  a  brother  who 
operating  a  pretty  fine  looking  farm  now.  He  has  not  inherite< 
cent,  because  my  good  folks  are  living  and  still  farming,  and  I  h( 
they  may  long  continue  to  so.  There  is  my  brother,  he  wants 
raise  a  family,  and  he  wants  to  do  other  things  as  well  as  pay  for  t 
farm.  He  has  9  or  10  children,  and  he  wants  to  send  them  to  sch 
and  he  wants  to  dress  them  properly,  and  once  in  a  while  he  wants 
take  a  vacation.  And  I  believe  he  is  right  in  doing  so.  Why  pay 
the  farm,  the  whole  thing,  in  the  first  year  or  two  unless  he  wants 
accumulate  great  wealth?  He  has  no  such  ambition;  he  wants 
live  well  and  he  wants  to  have  a  farm  entirely  paid  for,  so  that  wl 
he  is  old  enough  to  want  to  quit,  and  to  have  to  quit,  he  can  qi 
And  he  also  wants  to  educate  his  children  so  that  when  they  st 
out  they  will  not  be  afraid  to  tackle  the  same  job  and  do  it  for  the 
selves  and  not  depend  on  inheritance.  That  is  a  personal,  concr 
illustration,  and  1  think  he  ought  to  have  30  or  35  years  to  do  it 

Mr.  Hayes.  Take  a  case  like  this:  Here  is  a  farmer  who  goes  < 
and  buys  a  100-acre  farm  and  he  gives  a  mortgage  on  it  for  $50  an  ac 
He  has  a  $5,000  debt.  Five  per  cent  on  tnat  is  $250  per  annu 
and  4  per  cent  amortization  would  be  $200  more.  He  would  oi 
have  to  pay  $250  interest  and  $200  on  the  principal,  which  woi 
make  an  average  payment  of  approximately  $425  to  oe  paid  out 
25  years.     It  would  not  be  that  much,  but  nearly  that.     Now 
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100-acre  farm  on  that  basis  is  not  beyond  the  reach  of  the  young 
fanner  of  intelligence. 

Mr.  CbiTLTEB.  No;  I  think  not.  He  probably  could  pay  it  out  in 
16  to  20  years. 

Mr.  Hayes.  And  maybe  10. 

Mr.  Coulter.  Yes;  maybe  10.  But  I  think  you  must  allow  for 
the  maximum  period,  because  of  the  very  fact  that  on  many  of  these 
farms  they  may  have  years  of  some  setbacks,  and  they  may  have 
other  sources  of  expense.  They  may  want  to  improve  their  homes 
and  put  in  running  water  and  things  of  that  sort,  and  might  not  want 
to  pay  it  all  back  at  once.  And  I  do  not  believe  they  ought  to  be 
obliged  to. 

Wr.  Hayes.  Of  course  not,  but  the  question  is  how  much  ? 

Mr.  Raosdale.  Aside  from  that,  if  we  are  going  to  bring  several 
millions  of  acres  into  farming  which  are  not  now  in  cultivation  it 
would  take  some  years  before  any  of  that  land  would  return  anything 
on  the  investment  ? 

Mr.  Coulter.  That  is  true.  But  I  want  to  say  here,  for  the  benefit 
of  the  committee,  that  the  commission  that  studied  it  (and  Mr.  Moss 
18  here,  and  I  would  be  glad  if  he  would  copect  me  if  I  do  not  state 
it  right)  considered  for  weeks  a  proposition  to  incorporate  in  the 
bill  suggested  a  provision  something  uke  this:  ^'Provided,  ITiat  the 
fanner  shall  not  oe  required  to  make  any  repayment,  aside  from  his 
interest,  for  a  period  or  five  years  after  negotiating  the  loan" 

Mr.  Icagsdale.  I  think  that  is  very  wise. 

Mr.  Coulter  (continuing).  "Or  provided  that  any  bank  may  sus- 
pend repayment  on  the  loan  for  a  period  not  to  exceed  five  years." 

Mr.  Kagsdale.  I  think  that  ought  to  be  mandatory  when  going 
on  to  new  lands. 

Mr.  Coulter.  The  idea  was  that  the  farmers  in  taking  up  new  lands 
or  just  starting  in  might  find  it  all  they  could  do  to  pay  the  interest 
the  first  few  years,  and  also  that  in  some  districts  a  failure  of  crops 
for  two  or  three  years  might  make  it  desirable  to  allow  the  banks  to 
suspend  payment  for  two  or  three  years.  However,  we  did  not 
include  that  in  the  bill  suggested.  It  was  discussed  more  or  less,  but 
it  was  thought  possiblv  that  was  making  it  too  easy  or  that  it  would 
Qjjen  a  loophole,  which  might  not  be  desirable.  But  I  think  it  is  a 
wise  thing  to  be  thoroughly  considered  by  your  committee. 

Mr.  Hayes.  The  reason  why  I  am  asking  these  questions  is  that  I 
have  a  Uttle  doubt  in  my  own  mind  whether  it  is  advisable  to  encour- 
ajge  a  system  of  going  into  debt  by  farmers  generally  for  too  long  a 
time.  Taking  the  concrete  instance  you  suggested  of  your  brother, 
18  it  not  very  desirable  while  he  is  young  and  his  family  is  young — 
supposing  he  is  raising  a  family — is  it  not  desirable  that  he  should 
Hmit,  or  as  nearly  as  possible  limit,  himself  to  pay  off  that  obUgation 
to  as  short  a  period  as  possible,  so  that  when  his  family  arrives  at 
maturity  and^  he  wants  to  educate  his  children  he  wul  have  the 
money  to  do  it  with  ?  And  is  it  not  also  desirable,  from  liis  stand- 
point, to  pay  the  debt  while  he  is  young  and  full  of  ginger  and  likes 
to  do  everything  he  can,  and  then  after  he  gets  along  to  50  years  old 
he  would  like  to  let  up,  and  it  is  desirable  that  he  shoula  let  up? 
Don't  you  think  there  is  a  possibility  of  runnhig  on  the  wrong  side  of 
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this  proposition  and  encouraging  the  farmer  to  extend  his  debt  too ' 
far  into  the  future  ? 

Mr.  Coulter.  And  yet  you  ought  to  consider  that  during  the  fint! 
10  vears  the  farmer  has  no  assistance  from  his  family,  you  might  m^ 
andl  it  is  all  expense,  and  then  when  his  boys  begin  to  get  from  10  fc^ 
15  3'ears  old  they  will  be  able  to  help. 

Mr.  Ragsdale.  But,  aside  from  that,  why  should  the  farmer  be 
denied  what  all  of  the  cities  and  towns  and  the  railroads  compamei 
and  all  industrial  companies  are  entitled  to;  they  have  a  line  oi  credit 
and  their  bonds  are  accepted  into  the  Treasury  a!s  a  basis  for  currencyl 
Why  should  the  only  producing  class  be  discriminated  against  t 

Mr.  Hayes.  That  is  not  the  same  case;  that  is  a  mumcipality. 

Mr.  Raosdale.  He  is  in  the  same  class  as  railroads  and  industrial 
companies,  and  he  oi^ht  not  be  to  discriminated  against. 

Mr.  Hayes.  Few  oftheir  bonds  go  beyond  20  years,  and  30  at  tilt 
outside. 

Mr.  Weaver.  Let  me  make  a  suggestion  that  might  prove  of  somi 
value  in  connection  with  the  period  you  suggest  cm  five  years  when 
there  ought  to  be  no  payments  on  the  principal.  Now,  in  OklahcHiia 
there  was  a  large  tract  of  land  in  soutnwestem  Oklahoma  belongniff 
to  the  Indians  which  the  Grovemment  bought  from  tiie  Indians  ana 
sold  on  partial  payments  to  actual  settlers.  The  farmers  who  caini 
in  there  came  with  enough  money  to  make  the  first  payments,  and 
did,  but  Congress  for  three  or  four  different  years  was  compelled  by 
special  act  to  extend  the  times  of  the  maturing  payments  of  thflse 
farmers  for  the  reason  they  were  not  able  to  make  out  of  the  farms  in 
the  new  State,  starting  off  with  the  raw  land,  enough  to  make  the 
payments,  and  they  did  not  have  other  resources. 

Mr.  Hayes.  You  would  not  advocate  a  uniform  compulsory  pro- 
vision that  no  interest  should  be  paid  for  five  years  or  payments  on 
the  principal? 

Mr.  Weaver.  I  am  simply  referring  to  partial  payments  on  tht 
principal. 

Mr.  Hayes.  I  say  you  would  not  advocate  any  ironclad  rule  of  that 
kind,  but  would  merely  make  it  permissible  ? 

Mr.  Weaver.  Not  an  ironclad  rule,  no;  but  I  think  it  would  be 
very  well  to  provide  for  it  in  the  bill,  because  when  farmers  settle  on 
the  land  is  wnen  they  need  help  the  most,  as  Mr.  Ragsdale  stated. 

Mr.  Coulter.  My  idea  was  not  that  the  interest  sholild  not  be  paid| 
but  the  principal. 

Mr.  Ragsdale.  As  a  matter  of  fact,  during  that  period  of  time,  the 
amount  of  improvement  that  is  going  on  the  land  more  than  offsets 
the  payment  m  the  appreciation  of  the  value  of  the  property. 

Mr.  Coulter.  It  is  very  likely,  too. 

Mr.  Moss.  If  the  Doctor  will  permit  me,  I  want  to  give  just  an 
instance  of  my  own  experiences  or  the  hardships  of  that  kmd.  I  grew 
up  in  a  pioneer  farm  home  and  I  have  not  haa  a  university  education 
because  of  the  fact  when  I  was  at  the  university  taking  the  course,  I 
had  to  leave  to  go  home  to  help  my  father  to  pay  off  the  mortgage  on 
his  farm.  It  was  one  of  the  snort-time  loans,  and  it  is  considered  in 
that  country,  of  course,  a  disgrace  if  a  man  can  not  meet  his  engago* 
ments.  So  I  went  out  of  the  university  at  the  end  of  two  yean 
and  went  home  to  help  my  father  pay  off  the  loan.     It  was  some- 


Digitized  by 


Google 


BUBAL  CBEDIT8.  193 

.^  that  could  have  been  paid  off  very  well  if  he  had  had  personal 
lit  or  a  long-time  loan,  and  I  would  have  had  the  advantage  of  a 
rersity  education.  And  I  feel  very  strongly  upon  the  proposition 
b  one  of  the  greatest  drawbacks  to  rural  ufe  is  this  arivmg  and 
iping  on  the  part  of  some  people  and,  in  fact,  the  driving  of  the 
>ie  family,  to  pay  out  the  purchase  price  of  the  farm  along  just  at 

time  the  farmer's  family  is  maturing  and  going  out  into  life. 
1 1  sympathize  with  the  Doctor  very  strongly  on  that  proposition. 
fr.  ft-ATT.  Eight  there,  could  not  the  mortgage  have  oeen  re- 
red  t 

ir.  Moss.  Oh,  yes;  but  a  farmer  in  any  community  has  his  reputa- 
1  and  prestige  at  stake,  and  if  it  is  necessary  for  hun  to  renew  and 
.tinue  a  loan  he  loses  his  standing  as  a  business  man  and  his  reputa- 
1  as  a  farmer;  and  I  think,  ordinaiily,  when  a  farmer  goes  into 
►t,  he  Ukes  to  meet  the  terms  of  his  engagement  promptly,  which  is, 
link,  the  rule  with  any  good  business  man.  It  is  not  a  question  of 
ether  he  is  going  to  make  that  much  money,  but  can  he  constantly 
et  his  engagements  ?    And  so  if  a  person  knows  he  has  got  to  pay 

the  farm  m  five  years  and  he  feels  that  way,  he,  his  wife,  and 
Idren — ^he  drives  his  whole  family  to  try  to  make  it  in  five  years. 
y[r.  Platt.  I  was  wondering  if  it  does  not  work  out  in  manv  cases 
t  this  same  way.     Ought  not  the  farmers,  as  other  people  do,  just 
ike  partial  payments  on  the  mortgage  rather  than  to  let  it  stand 

a  good  many  years  ? 

MEr.  Hayes.  My  objection  is  largely  met  by  a  provision  in  the  bill 
\t  the  farmer  can  anticipate  any  payments  if  he  chooses. 
)ii.  CouLTEB.  It  is  very  desirable  to  let  him  pay  the  debt  off  at  any 
erest  day,  annually  or  semiannually.  And  I  believe  that  farmers 
)  anxious  enough  to  get  out  of  debt  as  a  general  thing,  so  that  they 
Ipay  it  if  they  possibly  can. 
Mr.  Kagsdale.  Just  a  moment  on  that.     If  you  were  to  write  that 

0  the  bond,  unless  there  was  some  further  provision  for  handling 
an,  would  not  that  destroy  the  very  purpose  for  which  the  bond 
uld  be  ordinarily  sold  ? 

lir.  Coulter.  It  would  have  to  be  provided  that  an  ecjual  amount 
bonds  would  be  withdrawn  at  par  whenever  the  principal  of  mort- 
!es  deposited  as  collateral  was  paid  ofF. 
>Ir.  Hates.  Mr.  Ra^dale  was  not  present  when  that  was  discussed, 

1  for  his  benefit  I  wiu  state  that  the  bond  is  given  by  the  bank,  and  a 
nnent  on  the  mortgage  does  not  affect  the  bond  at  all. 

m.  Raosdale.  It  would,  necessarily. 

tfr.  Hates.  Not  at  aU. 

Mr.  Ragsdale.  I  do  not  see  how  a  bond  issued  with  the  mortgage 

secmity  could  be  left  outstanding  after  the  mortgage  had  been 

id. 

ilr.  CouLTEB.  The  bonds  must  be  retired  or  bought  in  at  par  or  at 

)  market  price  inproportioii  as  the  mortgage  is  paid  off. 

ilr.  Hates.  Mr.  Kagsdale  has  an  impression  that  each  bond  is 

}ed  on  a  specific  mortgage. 

ifr.  Raosdale.  No,  I  know  diflFercntly  from  that,  but  I  mean  to 

'  it  would  have  to  say  on  the  face  of  that  bond  that  it  could  be 

allcd^  otherwise  they  could  not  get  the  bond  back. 

870ai— 14— ^18 
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Mr.  Hayes.  Oh,  no ;  that  would  not  be  necessary. 

Mr.  Raosdale.  Unless  you  put  on  the  face  of  the  bond  some  m^ 
provision,  you  certainly  could  not  retire  the  bond  unless  it  was  it  dn 
option  of  the  holder. 

Mr.  Hayes.  You  could  go  out  in  the  open  market  and  purdiM 
the  bonds. 

Mr.  Ragsdale.  Then  you  would  have  to  pajr  a  premium? 

Mr.  Coulteb.  That  would  be  a  very  good  thing. 

Senator  Hollis.  Does  not  the  bill  provide  that  the  bond  may  be 
paid  at  any  time? 

Mr.  Coulteb.  Yes,  sir. 

Senator  Hollis.  That  is  a  part  of  the  contract,  that  the  boii 
may  be  paid  at  any  time.  That  is  the  difference  between  the  bod! 
andf  the  mortgage,  as  I  understand. 

Mr.  Coulteb.  I  think  also  the  bonds  should  bear  on  the  faoi^ 
"Subject  to  call  at  par.*' 

Mr.  Ragsdale.  That  is  what  I  say,  that  it  would  have  to  go  « 
the  face  of  the  bond  and  no  arrangement  in  secret  not  appearing « 
the  face  of  the  bond  would  be  good. 

Mr.  Hayes.  But  there  would  be  no  provision  in  the  bond  fori 
partialpayment. 

Mr.  Ragsdale.  The  partial  payments  would  go  to  the  bank,  d 
course. 

Mr.  Coulteb.  Another  reason  why  I  think  we  need  a  svBtem  rf 
long-time  credits  is  the  whole  argument  in  favor  of  buildii^  till 
loan  associations  in  the  cities.  Farmers  need  better  buildings, 
only  for  themselves  but  for  their  live  stock.  Particularly^  tliatii 
true  in  the  North.  The  reason  that  the  farmer's  boys  and  girls  vwy 
frequently  ^o  to  the  cities  is  because  of  the  fact  that  they  do  not  hail 
the  land  of  Duildings  that  the  folks  in  town  have.  It  is  not  a  pleasant 
thin^  for  a  farmer  boy  in  the  North  to  have  to  go  out  in  the  winttf 
and  oring  in  a  few  cakes  of  ice  and  melt  them  in  an  old  waditob 
and  go  out  in  a  cold  room  and  take  a  bath,  when  his  town  neighbor 
can  merely  go  to  a  spigot  and  turn  it  on  and  get  warm  water. 

Mr.  Hayes.  It  was  still  worse  on  the  farm  where  I  was  whe**  • 
boy.    We  had  to  pull  the  water  out  of  the  well  with  a  bucket. 

Mr.  Coulteb.  Yes,  sir;  that  is  still  worse.  j 

Mr.  Hayes.  I  mean  to  water  the  stock. 

Mr.  Coulteb.  To  water  the  stock ;  yes. 

Mr.  Weaveb.  It  is  not  as  bad  as  to  have  to  haul  it  in  barrels  t 

Mr.  Hayes.  I  have  done  worse  than  that. 

Mr.  Coulteb.  But  we  need  long-term  credits  now  to  make  it 
possible  for  farmers  to  build  up  ana  inrprove  their  farms.  ^  The  fann 
J8  a  home  as  well  as  a  place  of  work.  I  think  we  need  it  in  order  to 
make  sure  that  tenancy  does  not  get  too  far  ahead  so  that  we  do  no 
gjet  too  much  tenancy.  I  do  not  think  we  are  bad  off  at  the  Dreaent 
time  in  this  country.  In  fact,  I  think  we  have  an  admirable  coih 
dition  for  most  of  the  country.  The  tenancy  is  not  extraordinarily 
high  in  much  of  the  country. 

1  think  it  not  improper  at  all  for  a  young  fellow  to  start  in  as  a 
tenant,  knowing  he  is  goins:  to  have  opportunities  as  a  tenant  and 
get  the  advantages,  that  all  hope  for,  to  become  an  owner  throng 
tnat  process.  But  wo  should  provide  for  a  system  whereby  tbi 
yoimg  man  need  not  depend  on  inheriting  a  farm  or  getting  the  fam 
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>y  saving  the  principal,  who,  before  he  can  huj  a  farm,  ^oes  out  to 
lomo  new  section  which  the  Government  is  opening  up  and  takes  his 
diances  on  what  is  left. 

It  was  not  so  necessary  to  have  any  system  to  provide  for  him  in 
ihe  past,  because  the  Government  had  plentv  of  land  and  gave  an 
>pportunity  for  the  young  man  to  go  out  and.  take  up  a  homestead. 
but  now  we  have  reached  the  point  where,  in  the  filling  in  and  build- 
ing-up  process,  we  need  the  system. 

We  also  need  this  system  of  long-term  credit  in  order  to  make  it 
possible  to  refund  the  outstanding  obligations  the  farmers  borrowed 
tor  short  periods  for  these  purposes,  so  far  as  the  farmers  desire  to 
refund  them.  I  think  that  would  be  one  of  the  biggest  and  best 
things  that  could  happen,  because  it  would  tend,  I  beueve,  to  bring 
the  farmers  more  nearly  on  to  a  cash  basis  of  doing  business.  If 
they  could  borrow  a  sufficient  amoimt  to  straighten  them  out,  to  be 
paid  off  over  a  period  of  years,  they  could  start  out  on  a  cash  basis 
and  get  the  advantage  of  the  discount  in  buying  for  cash,  and  it 
would  be  an  admirable  thing.  I  know  personally  of  the  advantage 
it  would  be  to  a  number  of  farmers  who  have  written  to  me  or  to 
whom  I  have  talked  in  the  last  few  months,  because  I  have  been  in 
10  States  talking  to  groups  of  farmers  since  I  got  back  from  Europe. 
I  know  they  would  take  advantage  of  it  for  that  purpose. 

Naturally,  there  would^  be  raised  the  question,  if  the  farmers  did 
borrow  monej,  whether  it  would  be  used  to  advantage  or  not.  I 
think  it  not  improper  to  include  in  the  bill  a  requirement  that  the 
money  should  be  used  for  agricultural  purposes,  for  the  buying  of 
land,  improving  it,  or  refundm^  of  outstanding  debts.  At  the  same 
time,  without  any  such  provision,  the  farmers  at  the  present  time 
lutve  borrowed  and  are  borrowing,  and  I  think  it  is  safe  to  say  that 
the  great  majority  of  the  money  borrowed,  the  g^reat  bulk  of  it,  is 
borrowed  for  proper  and  useful  purposes.  There  is  very,  very  little 
of  it  borrowed  for  foolish  purposes.  An  occasional  farmer  will  bor- 
fow  to  buy  an  automobile  when  he  should  not  have  an  automobile. 
Many  of  them  may  borrow  to  buy  an  automobile,  and  I  think  it  is 
perfectly  proper,  if  they  find  it  desirable  to  buy  an  automobile,  for 
them  to  do  so.  I  know  of  nothing  that  has  come  onto  the  farm 
where  I  was  brought  up  that  was  more  useful  as  a  farm  tool  than  the 
ttiotor  cycle.  I  think  it  was  as  useful  to  the  fann  as  the  fii-st  manure 
Bpreader,  and  the  cost  did  not  differ  greatly.  The  motor  cycle  made 
it  possible  if  the  separator  broke  down,  or  the  thrashing  machine 
broke  down,  to  go  to  town,  6  miles  away,  in  six  minutes  or  a  little 
Hiore,  and  get  the  necessary  part  of  the  machine,  the  new  cogwhed 
pr  whatnot,  and  to  have  it  back  and  have  the  machine  running  again 
Hi  a  half  an  hour  or  so.  The  farmer  used  to  put  the  horses  in  the  bam 
tod  break  up  for  a  day  or  so  until  he  could  drive  off  to  a  neighboring 
city  to  buy  the  part,  and  he  would  be  losing  time  while  his  crop  was 
getting  too  ripe,  and  a  wind  might  come  up  and  shell  out  half  the 

Erice  of  the  farm.    I  believe  the  farmers  generally  vAW  use  the  money 
orrowed  to  good  advantage. 

Now,  I  would  like  to  talke  up  the  answer  to  another  question.  I 
lave  been  discussing  the  question,  Do  we  need  a  system  of  long-term 
redit?  And  I  think  my  answer  clearly  is,  ye^;  we  need  it.  How, 
ow,  are  we  going  to  build  up  a  system?  The  strongest  argument 
liat  came  to  me  for  a  number  of  months  was  to  adapt  the  building 
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and  loan  association,  because  in  some  States  the  building  and  1^^ 
association  was  extending  its  activities  out  to  the  country  district^^ 
some  extent.  And  I  first  was  inclined  to  think  Uiat  the  Duildins  9^ 
loan  association  might  do  the  business  pretty  well;  but  after  staafE^ 
it  and  after  interviewing  the  leading  officers  of  the  national  buiHil^ 
and.  loan  associations  in  this  country,  and  writii^  letters  and  study 
ing  it,  I  have  come  to  the  conclusion  that  the  building  and  loan  aaO 
ciation  is  not  the  organization  for  this  purpose. 

Mr.  Hayes.  Excuse  me,  but  is  not  this  bill  which  has  been  sng 
gestcd  by  the  commission  a  modification  of  the  same  principles  tiia 
underlie  a  buildiiL?  and  loan  association  ? 

Mr.  Coulter.  Oh,  it  takes  some  of  the  same  underlying  principlflf 
yes.  The  building  and  loan  association  as  we  find  it  toniay  is  i 
organization  where  the  same  fundamental  principles  apply — amortiu 
tion,  smaU  payments,  so  forth,  and  so  on.  But  I  want  to  point  on 
why  I  believe  it  would  be  a  failure  to  attempt  to  extend  building  an 
loan  associations  as  found  to-day  in  the  cities  out  through  the  counti; 
districts  and  have  them  do  botn  types  of  business. 

First,  the  building  and  loan  association  is  a  local  institution  aiM 
depends  on  the  savings  of  the  members  for  the  money  which  is  van 
to  negotiate  loans.  Now,  I  want  to  point  out  that  tnere  have  bea 
attempts  in  the  last  quarter  of  a  century  to  establish  national  build 
ing  and  loan  associations — ^interstate  building  and  loan  associatiani 
building  and  loan  associations  to  look  after  that  business  in  seven 
cities — ^and  every  one  has  gone  out  of  business.  But  that  is  ai 
unimportant  consideration.  Fast  experience  might  not  be  the  profM 
^de  for  future  effort.  The  point  is  that  the  institution  is  a  loci 
institution  and  can  do  business  only  so  far  as  local  deposits  are  ooo 
cemed.  Its  local  loans  and  local  deposits  must  equal  each  otiM 
unless  you  provide  for  it  a  system  of  issuing  bonds  to  bring  moM! 
from  the  outside,  or  of  buying  bonds  from  the  outside  to  use  in  sd 
plus.  But  as  I  have  gotten  along  further  I  have  thought  that  wool 
not  be  desirable  and  practicable. 

Second,  these  associations  are  based  almost  entirely  upon  cit;  need 
and  city  conditions  rather  than  countiy  needs  and  conditions.  A  ver 
important  characteristic  of  the  building  and  loan  association  J 
monthly,  bimonthly,  or  weekly  payments.  According  to  the  tabic 
made,  the  amortization  tables,  the  whole  plan  is  on  a  large  number  ( 
small  payments.  That  is  proper  for  the  city.  Almost  everybody  i 
the  city  receives  a  weekly  or  monthly  salary  or  wage;  or  if  he  is 
storekeeper  or  in  some  other  similar  business,  or  a  lawyer  or  docto 
his  fees  and  income  is  regular  and  norma^  throughout  the  year — pr« 
tically  so. 

The  farmer  is  in  an  entirely  different  kind  of  business.  Except  ft 
the  dairy  farmer  and  the  poultry  farmer,  you  might  say,  practicdl 
speaking,  the  farmer's  crop  comes  in  once  a  year  that  is,  the  bi »  bul 
of  it.  Provision  should  be  made,  generally  speakinc,  for  annud  pt] 
ments,  although  possibly  in  some  sections  they  could  be  made  sem 
annual.  It  is  barely  poasible  that  the  dairy  farmers  and  the  poolti 
farmers  might  even  take  advantage  of  the  monthly-payment  idea. 

Mr.  Platt.  Why  do  you  say  it  is  '* barely  possible"?  Is  it  not 
fact  that  they  get  their  money  monthly,  as  a  rule    the  dairy  fanntfi 

Mr.  Coulter.  I  say  it  is  barely  possible  that  they  might  mal 
monthly  payments,  and  I  think  provision  should  he  made  for  thei 
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[  think  Uiat  they  could  be  taken  care  of  in  another  way.     I 
lembers  of  the  bank  they  could  make  deposits  as  the  money 
md  then  when  the  semiannual  or  annual  payment  was  due 
I  make  their  payment. 
rES.  Don't  you  think  it  well  to  leave  that  to  the  individual 

HLTEB.  I  think  you  might  require  annual  or  biannual  or  more 
»ayment8  if  desired. 
STES.  Oh,  yes. 

DOHRiDOE.  To  what  extent  is  the  value  of  diversified  farm- 
ing established  in  the  -country  ? 

JX.TER.  I  think  we  are  having  more  diversified  agriculture, 
though  it  is  diversified,  the  crops  still  largely  come  in  at 
isons. 

DOMRiBOE.  Don't  you  think  it  would  be  a  benefit  to  the 
at  he  should  be  taught  the  value  of  having  something  in 
I  with  his  farm  that  will  be  a  constant  source  of  income  to 
r  than  to  depend  entirely  on  the  crop  ? 
iLTEB.  I  think  so.  And  yet  they  must  depend  upon  the 
>s,  the  corn  and  the  wheat,  and  those  two  are  the  principal 
then  cotton  is  next,  tobacco  is  next,  fruit  is  next — ^prac- 
mature  in  the  fall,  and  you  can  not  change  it.  The  only 
u  can  make  is  a  little  bit  of  poultry  and  meat  animals  and 
V  subsidiary  crops  that  might  be  raised  in  connection  with 
1.  So  that  everything  we  can  do  in  order  to  perfect  any 
m  will  not  affect  the  principal.  I  am  heartily  in  favor  of 
ace  being  given  to  try  to  encourage  diversified  a^culture, 
e  farmers  will  have  several  crops  and  sources  of  income. 
TT.  Don't  you  think  the  dairy  farmer  in  the  milk  busi- 
great  many  of  the  farmers  in  New  York,  New  Jersey,  and 
nia  are,  who  sell  their  products  every  day  and  receive 
3e  a  month — wouldn't  you  say  the  building  and  loan  asso- 
a  would  be  just  as  applicable  to  him  as  it  is  to  any  laboring 

FLTER.  No;  I  would  not.  I  think  he  could  adapt  himself 
nthly  pajrment  plan  all  right.  That  is  all  right,  but  you 
other  point.  Your  building  and  loan  association  has  no 
its  surplus  deposits  or  any  source  of  supply  if  outside 
needed.  That  is,  you  would  have  places  where  you  need 
•m  the  outside  with  no  way  of  getting  it,  and  you  would 
r  districts  which  have  surpluses  and  no  way  of  Hmiting 
sits. 

TT.  They  borrow  from  the  banks  sometimes? 
FLTEB.  Tnat  is  a  very  exceptional  and  rare  part  of  their 
But  there  is  a  third  point  I  would  Uke  to  make.  The  build- 
an  association  expects  the  borrower  to  pay  back  the  loan 
alary  or  wages  received  on  the  outside,  or  from  the  small 
)f  similar  receipts,  small  payments  coming  in  ^adually. 
ler  thing,  the  money  is  used,  intended  to  be  usea,  and  the 
Ae  plan  of  organization  is  to  use  it  in  the  construction  of 
In  the  construction  of  these  buildings  I  think  that  the 
m  it  is  reasonable  and  safe,  probably,  to  make  loans  would 
1  from  10  to  15  years. 
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Now,  I  think  it  would  be  fairly  possible  for  these  building  t^:^:M^k 
associations  to  serve  the  farmers  in  a  few  States;  in  fact,  t£es-^^4^ 
ers  who  wanted  to  build  dairy  farms  and  equip  their  bams  for 


I 


p\u7>oses,  because  there  would  be  first  your  focal  deposits,  ©^^^i 
your  local  loans;  second,  your  monthly  payment,  possibly;  ^^f; 
your  short  period  and  amortization  because  of  your  building  feaftw 
m  it;  yoiu:  provision  for  insiwance  attached  to  your  loan  for  pit^,' 
tion  for  the  company — all  of  the  characteristics  seem  to  fit  inftf4[L  _. 
well  for  the  pmpose.     But  for  the  buying  of  farms,  the  bujing  « t^ 
land  with  a  long  period  of  amortization,  with  annual  or  senuaDniM||;.\ 
payments,  for  getting  money  from  the  outside — ^it  does  not  seem li 
me  the  building  and  loan  associations  will  serve  for  the  country.  I 
think  they  are  a  very  admirable  institution. 

But  I  want  to  point  out  one  or  two  other  features,  and  that  is  Ubr 
The  building  ana  loan  association  is  such  an  admirable  instituti(ml|j 
would  like  to  help  it  standardize  itself,  to  get  busj  and  pearform  Bl" 
fimctions.     Let  me  give  you  one  or  two  facts  I  thmk  the  committal 
might  well  consider  m  tins  connection.     You  take  the  whole  Umtod 
States:  There  are  twenty  and  a  quarter  million  homes  in  countirl 
and  city.    A  Uttle  over  6,000,000  of  those  are  in  the  country  w 
14,000,000  are  in  the  cities,  villages,  towns,  and  boroughs.    Now,  it 
the  country,  out  of  the  6,000,000,  3,840,000  are  owned  and  abort 
2,270,000  are  rented.     In  other  words  in  the  coimtry,  63  homes  ort 
of  100  are  owned  and  37  rented. 

Now,  turn  to  the  citv.  In  the  cities  of  this  country,  out  of  14,* 
000,000  homes,  only  5,250,000,  or  38  out  of  each  100,  are  owned  W 
the  occupants,  and  nearly  8,500,000,  or  62  out  of  each  100,  are  rented 
The  building  and  loan  associations  of  this  country  have  an  immeMi 
work  if  they  can  do  it,  for  62  homes  out  of  every  100  in  the  citJM 
are  occupied  bv  renters  at  the  present  time. 

Mr.  Platt.  Kight  in  that  connection:  What  do  you  figure  ifl 
homes  ?  The  whole  tendency  of  modem  city  life  seems  to  be  to 
house  the  people  up  in  apartments  and  tenements. 

Mr.  Coulter.  Tnat  is  a  very  small  thing  yet.  The  great  mass  o( 
the  people  are  in  the  smaller  cities  and  towns  and  villages,  and  iti 
limited  to  a  verj'  few  of  your  big  cities  where  apartment  houses  have 
sprung  up  to  any  large  extent.  You  gencrallv  do  not  find  apartment 
houses  in  cities  of  less  than  100,000,  practically,  at  all— at  least  thet 
are  still  very,  very  few  in  number. 

Mr.  Seldomridge.  They  arc  coming  very  fast.  Doctor. 

Mr.  Hayes.  Yes;  I  can  show  you  some  in  towns  of  3,000 

Mr.  Coulter.  There  are  very  few  yet.     I  looked  into  this  whob 
q^uestion  to  some  extent.     I  have  been  trying  to  find  out  for  the  past ! 
SIX  months,  since  the  idea  first  came  into  my  mind,  which  was  at  I 
Milwaukee  meeting  of  the  association,  just  what  the  situation  was. 

Mr.  Ragsdale.  And  is  it  not  a  fact  that  a  large  percentage  of  tto 
people  who  are  in  apartment  houses  to-day  would  be  boarding  if 
they  were  not  in  apartment  houses  ? 

Mr.  Coulter.  I  thmk  manv  of  them  would. 

Mr.  Seldomridge.  But  I  thmk  there  are  more  and  more  adopting 
that  kind  of  a  life  rather  than  building  homes. 

Mr.  Coulter.  I  think  it  would  be  just  the  opposite  if  the  buildinC 
and  loan  association  performed  its  function  as  it  could  and  show 
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lo.  The  reason  many  live  in  apartment  houses  to-day  is  because 
ihcy  can  not  buy  homes  under  present  arrangements  satisfactorily. 

Mr.  Platt.  I  do  not  think  that  is  the  reason. 

Mr.  Seldombidge.  They  pay  more  rent  in  apartment  houses  than 
they  would  have  to  pay  to  hve  in  a  home. 

Mr.  CouLTEB.  I  think  you  will  find  that  the  payments  they  would 
bave  to  make  in  buying  a  home  as  things  are  now  would  more  than 
amount  to  what  they  would  have  to  pay  as  rent. 

I  have  a  list  here  of  all  the  buildmg  and  loan  associations  of  the 
United  States.  There  are  6,273  of  these  associations  with  two  and  a 
half  million  members.  At  the  jpresent  time  in  the  District  of  Colum- 
bia there  are  20  such  associations  with  32,000  members  right  now. 
They  are  building  and  working  that  Une  here.  The  need  for  it  is 
immense. 

Mr.  Platt.  What  reason  is  there  why  the  farmers  can  not  organize 
these  associations  in  very  small  villages  and  hamlets,  perhaps,  among 
themselves  ? 

Mr.  CouLTEB.  I  think  they  could  if  the  local  deposits  would  be 
8ufScient  to  handle  the  demand  for  loans  and  if  they  would  change  it 
to  biannual  and  annual  payments  and  extend  the  loans  over  a  longer 


Mr.  Platt.  They  have  done  that  in  Ohio,  apparently. 

Mr.  CouLTEB.  No;  the  Ohio  loans  are  still  for  short  periods.  I 
think  they  do  not  extend  over  12  years,  I  do  not  think  any  of  the 
loans  extend  over  12  years,  and  thev  are  trying  the  biannual  payment. 
And  of  course  the  reason  they  are  aoing  that  is  because  their  deposits 
ttceed  the  demand  for  citj  loans  and  they  are  trying  to  find  an  outlet 
Out  in  the  country  districts;  they  are  trying  to  make  use  of  their 
surplus  funds  in  tnat  way.  But  I  feel  pretty  confident  from  all  the 
information  I  have  that  it  is  an  attempt  to  hitcli  up  a  milk  cow  and 
have  it  do  the  work  of  an  ox,  or  possibly  to  hitch  up  two  milk  cows; 
and  I  think  it  would  be  better  to  have  one  good  milk  cow  and  one 
good  ox. 

Mr.  Hayes.  I  sympathize  with  your  idea  about  extending  the  build- 
ing and  loan  association  to  the  country;  but  what  do  jrou  say  to  our 
proposition  of  standardizing  them  just  as  we  are  proposing  to  do  with 
the  rural  credits  ?  Don't  you  think  that  woula  give  them  a  great 
impetus  t 

Mr.  CouLTEB.  I  think  it  would  be  an  admirable  thing.  But  I 
want  to  add  one  further  argument  to  what  I  have  said.  I  have  taken 
now  all  the  homes  in  the  city  occupied  by  their  owners  and  have 
gotten  hold  of  the  information  of  the  usual  extent  to  which  they  are 
paid  for  and  the  extent  to  which  they  are  mortgaged,  and  of  the  people 
who  do  have  their  homes  in  the  city,  of  this  5,0000,000  out  of 
14,000,000,  about  one-third  of  them  have  mortgages.  Now,  then,  in 
tile  first  place  you  have  approximately  two-thirds  of  all  city  families 
Imns  in  rented  places  and  of  those  who  live  in  their  own  homes 
one-third  of  them  have  mortgages  on  their  homes.  And  I  think  it 
would  be  a  perfectly  fine  thing  to  do  to  help  the  building  and  loan  asso- 
ciation movement — I  am  not  much  on  trying  to  work  out  city  reforms 
or  improvements — but  I  can  not  see  from  my  study  of  it  why  it  would 
Dot  be  just  as  justifiable  to  do  that  for  the  city  as  to  do  this  other  for 
tiiecountiy! 
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Mr.  Raosdale.  How  do  you  propose  to  exempt  them  from  tui- 
tion? 

Mr.  Coulter.  Let  the  associations  issue  bonds. 

Mr.  Hayes.  And  let  the  bonds  be  exempt. 

Mr.  Raosdale.  How  could  you  do  that  with  a  mimicipalityt       | 

Mr.  Hayes.  The  lands  would  be  taxed,  of  course.  I 

Mr.  Raosdale.  The  lands  would  be. 

Mr.  Hayes.  But  not  the  mortgage. 

Mr.  Raosdale.  The  mortgage  would  be^  too. 

Mr.  Hayes.  It  should  not  be;  it  is  not  m  California. 

Mr.  Raosdale.  It  would  be,  and  how  in  the  world  is  the  United 
States  Government  going  into  a  proposition  of  that  kind  ?  It  wouU 
be  utterly  impossible  as  a  legal  proposition  for  it  to  go  into  a  propo- 
sition of  that  kind. 

Mr.  Platt.  They  are  included  in  this  bill,  if  you  read  it  through 
carefully. 

Mr.  Kagsdale.  For  a  municipality  I  think  it  is  impossible. 

Mr.  Seldomridge.  Wo  are  gomg  to  exempt  mortgages  in  the  States 
from  taxation. 

Mr.  Ragsdale.  From  United  States  taxes  only. 

Mr.  Seldomridge.  From  local  taxation 

Mr.  Platt.  From  local  taxation,  too.  You  read  this  bill  and  see 
if  it  does  not  extend  its  provision  to  those  places  where  they  do  not 
allow  mortgages  to  be  taxed. 

Ml".  Ragsdale.  You  might  do  that  in  one  or  two  cities,  but  yon 
take  the  whole  United  States  and  it  would  be  impossible. 

Mr.  Hayes.  The  taxation  of  a  mortgage  is  a  double  tax  anyivay. 
and  unless  the  amount  of  the  mortgage  is  deducted  from  the  assesBfid 
valuation  of  the  land  it  ought  to  bo  exempt  always. 

Mr.  Ragsdale.  Still  we  would  have  no  authority  to  go  in  and  do 
it.     We  could  not  standardize  that. 

Mr.  Hayes.  That  is  a  question.  I  do  not  know.  It  is  necessary 
in  the  system  we  are  trying  to  organize,  and  if  the  purpose  of  your 
system  is  national  in  its  character  I  think  it  is  pretty  reasonable  thii 
we  could  do  it. 

Senator  Hollis.  If  we  have  a  right  to  establish  these  banks  as  a 
part  of  the  agency  of  the  Government,  I  suppose  we  have  a  right  to 
exempt  them  from  taxation.  But  I  agree  ^vith  Mr.  Ragsdale  that  it 
is  something  which  has  got  to  be  very  carefully  considered,  and  that 
we  will  have  to  take  the  very  best  advice  on  it. 

Mr.  Hayes.  I  know  I  am  not  entirely  satisfied.  I  used  to  thiiik  I 
was  a  lawyer,  but  I  do  not  any  more. 

Senator  Hollis.  Mr.  Coulter,  in  my  State  the  feeling  is  that  build- 
ing and  loan  associations  furnish  splendid  investments,  but  rather  a 
poor  place  to  borrow  money;  that  under  the  system  in  vogue  it  ia 
ratiier  an  expensive  place  to  borrow  money,  but  a  good  place  to 
invest.     Is  that  yoiu-  conclusion  ? 

Mr.  Coulter.  It  depends  on  the  part  of  the  country.  In  parts  of 
the  country  where  the  surplus  is  on  the  side  of  deposits  you  have  ant 
situation;  m  parts  of  the  country  where  the  surplus  is  on  the  side  of 
demand  you  nave  another  situation.  I  had  a  chance  to  talk  vitii 
some  gentlemen  from  Colorado  and  South  Carolina  who  are  keenW 
interested  in  building  and  loan  associations  and  to  conipare  the  Wr 
ferent  views,  and  they  absolutely  took  opposite  positions.    Now, 
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litions  were  so  opposite  that  I  got  to  asking  questions,  and  it 
umed  out  that  one  was  in  connection  with  an  institution 
ey  had  a  hard  time  to  find  a  place  to  lend  the  great  amounts 
its  that  they  could  get.  The  otJier  was  himting  for  outside 
I  said  that  the  difficulty  there  was  merely  that  there  was 
stem  of  interchange  between  the  cities  by  issuing  bonds  and 
lem  b3  sold  in  outside  districts — of  getting  money  m  or  getting 

)r  HoLLis.  I  think  the  reason  is  in  my  State  that  the  savings 

rnish  money  so  cheaply  and  they  furnish  such  a  large  margm 

ilue  of  the  property  that  loans  are  made  very  largefy  at  local 

)anks. 

)ULTER.  Yes,  sir.    In  that  connection  I  think  it  should  be 

mind  that  the  mutual  savings  bank  is  not  a  national  insti- 
i  this  country.  The  mutual  savings  banks  are  found  only 
fork  and  New  England  and  down  Sie  Une  along  the  eastern 
it  when  you  get  as  far  west  as  Wisconsin  you  only  have  one 
1  the  whole  State.  I  doubt  if  there  are  any  below  the  Ohio 
id  I  do  not  recall  now  how  it  is  in  the  Far  West. 
AYES.  Yes;  we  have  some  in  California. 
)ULTER.  The  number  is  so  small  when  you  get  out  of  the  old 
tern  section  that  they  are  not  important  institutions.  And 
listrict  you  have  a  big  question  as  to  how  badly  you  need  in- 
s  like  farm-land  banks. 

north  of  Italy  they  have  what  they  call  people's  banks  and 
banks  which  do  jjracticallv  all  of  the  business.  Now,  the 
banks  and  the  savings  banks  are  practically  not  found  in  the 

Italy,  and  from  Rome  south  the  Italian  Government  has 
3  the  business  of  providing  special  laws  for  each  Province  to 
for  a  system  in  tne  particular  Province,  because  of  the  ab- 

these  banks;  but  it  must  be  remembered  that  there  the 
banks  and  the  savings  banks  in  northern  Italy,  very  early  in 
3,  got  in  the  habit  of  issuing  bonds  in  order  to  get  money  and 

their  collateral  in  back  of  the  bonds  which  take  the  place  of 
I  for  special  land-mortgage  banks. 

)r  HoLLis.  I  would  like  to  inform  the  committee  that  even 
ction,  where  we  have  a  great  many  mutual  savings  banks— 
ace,  m  my  own  town  of  only  20,000  people  wo  have  one  hank 
losits  of  $12,000,000,  and  then  we  have  two  other  mutual 
►t  as  large,  but  with  millions  of  deposits;  and  these  hanks  do 
to  loan  money  to  the  farmers  for  the  reason,  as  the  doctor 
>d,  that  they  do  not  want  to  hitch  up  a  buggy  and  drive  out 
dies  to  looK  at  the  farm.    And  I  have  found  they  seemed  to 

invest  in  western  farm  mortg^es  that  are  looked  after  by 
9nt  whom  they  trust  than  U)  loan  money  on  local  farms 
he  same  town.     I  have  objected  and  brought  it  up  in  trustees' 

and  insisted  that  they  should  loan  to  local  farmers  even  if 
some  little  expense  attached  to  it.    But  there  is  that  disin- 

.ATT.  As  a  matter  of  fact.  Senator,  don't  thoy  prefer  to  loan 
1  the  city  of  Boston  rather  than  in  the  city  of  Concord  ? 
•r  HoLLis.  I  think  in  the  city  of  Concord  they  are  glad 
o  loan  money  in  the  city  there,  but  the  minute  thoy  get  out- 
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side  where  they  can  not  reach  things  with  the  street  cars,  they  are 
not  interested. 

Mr.  Flatt.  In  my  own  town,  as  I  have  said  in  these  hearings  am 
or  twice  before,  they  have  sometliing  like  $16^000,000  of  depooti 
and  there  has  been  some  considerable  complamt  that  they  wouM 
rather  loan  money  at  4  per  cent  in  New  York  City  than  to  loan  it  k 
Poughkeepsie  at  5. . 

Senator  Hollis.  I  wou  d  not  say  that. 

Mr.  Platt.  They  loan  out  larger  amounts,  because  it  is  mow 
easily  handled  I  suppose. 

Mr.  Coulter.  Tlie  mutual  savmgs  banks  in  the  United  SUta^ 
taking  all  of  them,  have  resources  of  some  $3,762,000,000.  Of  thj» 
resources  only  42  per  cent  were  secured  by  real  estate,  including 
mortgages. 

Mr.  Hayes.  City  and  rural  both  ? 

Mr.  Coulter.  City  and  rural  both,  and  46  per  cent  were  secured 
by  bonds  and  other  similar  securities.  In  other  words,  you  tab^ 
tlien,  all  of  the  mutuals  and  only  about  two-fifths  of  the  resourcei 
are  secured  by  mortgages  and  similar  instruments. 

Now,  I  think  the  next  question,  really — the  one  that  strikes  me 
most  forcibly — ^is  whether  the  National  Government  or  State  go^ 
emment  shall  make  loans  or  guarantee  the  loans,  or  merely  ffvi 
charters  to  institutions  to  do  that.  I  would  like  to  say  a  few  worii 
on  that,  because  it  is  a  subject  very  close  to  my  heart. 

Russia  finds  it  is  necessary  to  make  direct  loans,  practiiC«% 
speaking,  through  the  nobihty  and  the  peasants  mortgage  banb 
of  Russia.  In  fact,  the  Russian  Government  will  issue  her  on 
bonds  and  raise  money  in  that  way  in  order  to  lend  it  out  throng 
these  banks.  But  so  far  as  I  know  very  few  other  Government  i 
have  done  anything  of  that  sort  except  in  so  far  as  they  havewl 
trust  funds  left  in  their  care  and  found  it  desirable  to  invest  the^ } 
Some  Governments  have  made  certain  appropriations  or  loans  ^ 
institutions  to  get  them  started.  Some  Governments  have  «^. 
gotten  into  trouble  doing  that  sort  of  thing.  For  instance,  it  t^ 
be  that  some  of  the  committee  have  been  on  the  committee  loofc^ 
into  the  BraziUan  coffee  troubles.  You  know  that  one  of  the  St^^ 
of  Brazil,  the  State  of  Sao  Paulo,  decided  that  she  would  help  ^^ 
farmers  of  that  State  who  were  practical  coffee  raisers  to  hold  t^- 
coffee  in  great  warehouses,  and  tne  good  Lord  seemed  to  be  sgjd^^ 
the  State  government,  for  year  after  year  there  were  plentiful  cr*^ 
and  the  farmers  did  not  seem  to  appreciate  what  the  State  "^ 
doing,  because  they  cultivated  deeper  and  planted  more  trees  f^ 
raised  more  and  more  coffee  because  they  were  getting  good  \c^ 
prices  for  their  coffee.  And  the  poor  State,  whicn  is  reaUy  a  v^"^ 
rich  and  magnificent  State  in  that  great  nation,  the  State  of  ^ 
Paulo,  was  finally  nearly  forced  into  bankruptcy  and  had  to^' 
upon  the  National  Government  of  Brazil  to  help.  And  I  think 
have  seen  enough  in  the  press  and  enough  of  tne  reports  from 
consuls  and  ministers  to  know  of  the  trials  and  tribulations  wt^ 
resulted  from  that  particular  enterprise. 

It  is  true,  and  there  is  no  need  m  trying  to  deny  it,  that  diffe** 
nations  have  attempted  to  deal  directly  with  the  farmers  of  tS^ 
nations  in  various  ways. 
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Mr.  Raosdale.  When  you  spoke  of  the  system  down  there  in  Brazil 
;hat  would  not  apply  to  the  loans  in  this  country,  because  the  loans 
Blade  in  this  country  are  made  for  a  different  purpose.  The  loans 
lown  there  dependea  on  the  buying  and  selling  of  the  coffee,  but  this 
loan  is  made  for  the  purpose  of  its  increasing  the  production  of  the 
land  itself,  and  does  not  depend  on  the  sale  of  the  product,  and  there- 
fore the  entire  principle  would  be  different. 

Mr.  CouLTEB.  My  only  point  was  that  the  National  Goyernment, 
in  going  into  the  business  of  dealing  directly  with  the  indiyidual  for 
the  purpose  of  making  loans  for  any  purpose,  takes  a  chance  in 
setting  so  far  in  that  all  sorts  of  problems  haye  arisen  and  haye  been 
followed  by  petty  reyolutions,  ana  so  forth.    And  I  would  say  further, 

Iust  at  that  point,  that  nations  that  haye  started  in  loaning  to  farmers 
laye  found  the  city  folks  wanting  to  borrow  also,  so  as  to  buy  homes — 
to  haye  homes. 

Mr.  dBuLKLEY.  Doctor,  we  would  be  yery  glad  to  haye  you  elaborate 
that  fully.  That  is  a  matter  which  has  come  up  a  number  of  times 
and  we  would  be  glad  to  haye  you  tell  us  the  extent  of  their  experiences 
in  detail,  if  you  can  ? 

Mr.  CouLTEB.  The  Russian  Goyernment  is  the  best  illustration,  I 
tiink,  of  a  National  Goyernment  tr3ring  to  loan  directly  and  to  handle 
directly  the  problems  of  indiyiduals,  and  they  haye  done  it  purely  in 
order  to  solye  the  great  social  and  economic  problem  in  their  country. 
The  peasants  of  that  country,  7  out  of  10  people  of  the  whole  Empire, 
were  absolutely  illiterate.     It  seemed  absolutely  impossible  for  the 
peasants  to  organize  any  kind  of  an  institution  whereby  they  could 
themselyes  become  owners  of  property.    The  Russian  Empire,  then, 
as  a  national  problem,  not  leaying  it  to  the  separate  States  to  do  it, 
took  up  the  problem  and  worked  it  out  for  all  different  parts  of  the 
Empire.    They  woild  say  that  in  a  certain  State — or  they  called  it  a 
"local  government"  there — a  certain  number  of  acres  (or  using  the 
Russian  unit  of  measure)  was  about  the  right  amount  for  a  family  to 
try  to  farm,  because  it  was  yery  rich  lana  and  yery  productiye.     In 
omer  districts  they  would  say  twice  as  much  or  10  times  as  much 
ahould  be  allowed,  and  then  they  would  giye  a  long  period  of  time  in 
which  to  pay  this  money  in.    The  return  payment  was  really  a  sys- 
tem of  taxation. 

Mr.  Hates.  Those  peasants  were  all  slaves  a  few  years  before — 
practically  slaves  t 
Mr.  CouLTEB.  Yes,  practically  so. 
Mr.  Hayes.  Serfs? 
Mr.  CouLTEB.  Yes;  called  ''serfs." 
Mr.  Hates.  That  is  the  reason  for  that. 

Mr.  CouLTEB.  The  idea  was  to  make  them  owners  of  property  and 
establish  them  as  independent  farmers.  The  Prussian  Government 
found,  I  think,  I  am  not  much  on  history,  that  even  using  the  power 
of  taxation  and  actually  collecting  the  annual  payments  as  they  would 
eoDect  taxes,  that  in  many  districts  if  there  was  a  bad  crop  they  could 
not  collect.  They  could  postpone  payment,  to  be  sure.  But  if  the 
peasants  did  not  do  the  work  they  should,  and  if  they  could  not 
raise  enough  money,  actually  coulcf  not  get  enough  money  to  make 
their  payments,  the  Government  either  had  to  postpone  the  payments 
>r  send  the  officers  out  to  seize  the  property.  And  then  what  were 
hay  going  to  dot    Send  the  peasants  to  Siberia?    The  Government 
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could  not  really  do  anything  except  to  give  them  land  in  S 
It  started  out  to  ^ve  a  sort  of  homesteM  right  and  there  I 
stand  that  there  has  been  about  1,000,000  families  which 
in  Siberia.  The  Russian  Grovemment  continued,  however,  wl 
necessary  to  postpone  the  payments.  Eventually,  after  the 
of  time  which  was  or^inally  intended  by  the  Russian  Govei 
for  all  of  these  serfs  to  pay  out,  there  had  been  so  many  pos 
ments,  so  many  delays,  that  at  that  time,  which  was  a  te\« 
back,  there  were  still  these  local  uprisings  and  peasant  revolts, 
the  Russian  Government  canceled — the  Russian  Govemmei 
already  made  the  payments  to  the  original  land  owners — a; 
Russian  Government  canceled,  I  understand,  hundreds  of  tho 
of  what  were  originally  intended  to  be  sales  or  loans.  Tha 
say,  so  many  serfs  had  failed  to  pay  out  in  that  length  of  tin 
instead  of  continuing  to  try  to  collect  from  some,  when  they  ha 
all  they  could  and  worked  just  ag^  hard  as  they  could,  it  e 
necessary  to  cancel  all  of  those  and  start  all  over  again. 

Mr.  Hayes.  When  did  they  do  that  ? 

Mr.  Coulter.  I  think  that  was  about  10  years  ago. 

Mr.  Ragsdale.  If  the  Russian  Government  had  tried  to  i 
peasants  by  loaning  through  private  banks,  and  then  the  ban 
called  upon  the  law  courts  to  enforce  the  payments,  in  tho  on 
to  enforce  those  payments  would  it  not  have  been  necessary 
the  officers  just  as  it  had  to  do  in  making  the  loan  direct  ? 

Mr.  Coulter.  Oh,  yes. 

Mr.  Ragsdale.  Therefore  the  principle  as  to  whether  or  r 
money  was  advanced  direct  by  the  Government  would  not 
there? 

Mr.  Coulter.  My  point  is  that  the  Government  went  in 
business  of  lending  to  its  citizens  and  finally  gave  up  trying  to 
these  loans  and  canceled  them  and  said,  '^^e  land  is  yours." 

Mr.  Ragsdale.  The  Government  had  the  land  just  as  thisc 
did  out  in  the  West,  and  that  is  the  reason. 

Mr.  Coulter.  But  the  Russian  Government  canceled  the  Ic 
get  rid  of  them,  and  got  rid  of  them  in  that  way. 

Mr.  Ragsdale.  One  question  right  there.  lias  the  Russiai 
ernment  abandoned  tho  principle  of  direct  loans  ? 

Mr.  Coulter.  The  Russian  Grovemment  is  still  trying  to  bn 
the  large  estates  and  has  established  or  reorganized  an  insti 
ve: 


iry  recently- 
Mr.  Ragsda 


Ragsdale  (interposing).  And  is  still  loaning  directly? 
Mr.  Coulter.  No.     It  has  perfected  an  institution  very  re< 
and  I  would  Uke  to  say  just  a  word  or  two  about  it,  although 
not  go  into  great  detail.     They  reorganized  what  is  known 
Peasants'  Mortgage  Bank.     It  is  a  national  institution  with  i 
eral  charter,  or  a  national  charter,  or  whatever  you  call  it. 
there  is  in  Russia  what  is  known  as  the  Nobility  Land  Mo 
Bank.     It  is  an  institution  where  noblemen  have  borrowed 
amounts  of  money,  and  if  they  do  notpav  it  back,  or  if  an  agre 
can  not  bo  reached,  the  Nobility  Land  Mortgage  Bank  will  tab 
the  property.     It  is  not  exactly  a  foreclosure,  although  in 
cases  it  is  really  a  foreclosure.     It  in  turn  will  turn  that  estate 
sell  it  on  the  books,  to  the  Peasants'  Land  Mortgage  Bank,  wh 
tinn,  before  it  takes  it  over,  has  it  surveyed  and  so  forth  and  d 
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aii(3.  sold  without  any  original  payment,  practically,  to  the  peas- 
ts  ft^X^  they  are  allowed  a  long  period  of  time  in  which  to  complete 
e  P^*;5rment8.  This  is  all  done  through  an  institution  known  as 
lC  P^J^iSants'  Land  Mortgage  Bank.  A  more  or  less  detailed  descrip- 
oB  ox    this  is  foimd  in  the  report  of  the  conmiission  (S.  Doc.  214). 

MT-  ^AQSDALE.  That  institution,  however,  is  controlled  by  the 
ioverxunent? 

^*  Coulter.  By  the  Russian  Empire;  yes,  sir. 

»^*  Hagsdale.  And  therefore  it  is  practically  a  direct  loan  of 
Go^^Ttunent  money  to  the  peasants  for  the  purpose  of  buying  land 

•nd  securing  homes  ? 

,  .  »r.  Coulter.  The  Government  does  guarantee  it.  I  say  Russia 
.  *  *  Country  which  has  tried  Government  loans  direct  to  the  indi- 
■.\  "fl^al,  which  has  tried  to  educate  them  and  tried  to  establish  them 
J  Wl  independent  farms,  and  it  finally  had  to  give  away  land  wliich 
r:  «  h^d  to  buy  from  the  original  owners.  Russia  attempted  to  estab- 
lish them  as  independent  farmers.     Now,  in  another  way,  that  b 

exactly  what  England  and  Ireland  are  doing.     In  Ireland  in  the  last 

few  years,  they  nave  established  about  385,000  farm  tenants  as  new 

owners.    That  is  being  done 

Mr.  BuLKLEY  (interposing).  Just    one    question    before    you    get 

•way  from  Russia,  lou  stated  about  10  years  ago  there  were  a 
gooi  many  cancellations.  Since  that  time  how  has  the  system 
operated  t 

Mr.  Coulter.  At  the  original  freeing  of  the  serfs,  the  serfs  were 
fpren  such  a  small  parcel  of  land  that  it  turned  out  that  few  of  them 
could  make  a  complete  Uving  on  that.  They  had  to  work  part  of 
the  time  outside  for  the  former  landlords,  the  heads  of  the  property 
which  was  operated  by  the  former  owners,  so  that  they  wore  part 
kborers  and  part  operators.  Now,  the  Russian  Government  desired 
to  practically  comi)letely  obUterate  the  old  community  settlements 
And  place  the  individual  farmers  out  on  individual  farms.  In  doing 
this  their  dealings  are  through  the  peasants'  bank  that  I  referred  to. 
The  idea  is  that  this  bank  can  go  out  and  survey  all  of  the  land  of  the 
Community,  divide  it  up  into  tracts,  make  independent  farms,  and 
^Bform  or  reoi^anize  the  whole  community  and  lend  the  peasant  the 
money  to  build  a  home  out  on  the  independent  farm,  so  when  he 
leaves^  the  little  community  center  and  takes  up  the  independent 
farm  life  practically  his  entire  resources  except  a  few  acres  which  he 
got  through  a  long  period  of  years  come  Uirough  the  peasants'  bank, 
which  has  borrowecf  on  the  property. 

Mr.  BuLKLEY.  Then  the  peasants'  bank  has  been  oi^anizcd  for 
about  10  years? 

.  Mr.  Coultek.  The  exact  date  of  that  is  in  Senate  Document  214. 
I  have  forgotten  just  the  exact  date.  But  during  that  time  if  my 
memor^r  serves  me  rightly,  there  have  been  three-auartcrs  of  a 
million  independent  farms  started;  that  is,  that  many  nave  changed 
Erom  the  ola  community  form  to  the  independent  form. 

Mr.  BuLKLEY.  And  have  the  farmers  paid  up  ? 

Mr.  Coulteb.  Prior  to  that  time  ? 

Mr.  BuLKLEY.  No;  since  that  time;  during  the  operation  of  this 
>ank — ^have  the  farmers  paid  up  well? 

Mr.  CtouLTEB.  Generallv  speaking.  There  are  some  portions  of 
inssia  where  they  have  nad  pretty  hard  times.    Mostly  they  have 


Digitized  by 


Google 


206  BUBAL  0BBDIT8. 

had  comparatively  good  years  and  made  some  progress,  and  they  an 

flaying  right  along.     In  some  districts  land  ydiues  have  gone  in 
aster  than  in  this  country.    In  some  places  they  have  doubled  nm 
trebled  and  quadrupled. 

Mr.  BuLKLEY.  Would  vou  say  on  the  whole  the  system  is  successful  t 

Mr.  Coulter.  I  would  say  it  is  working  in  that  direction. 

Mr.  Ragsdale.  Even  if  the  Government  lost  a  great  deal  of  moneji 
the  operation  of  the  scheme  has  resulted  in  bettering  the  conditioiii 
and  placing  the  peasants  on  independent  farms  t 

Mr.  Coulter.  You  might  say  so.  The  peasants  were  absolutelr 
iUitcrate  serfs,  numbering  6  or  8  persons  out  of  every  10  in  the  whoH 
Empire,  and  they  had  no  great  free  lands  to  give  away  such  as  we  had 
Although  my  observation  of  the  Russian  experience  is  actually  onlf 
confined  to  a  few  weeks'  visit,  I  beUeve  it  is  doing  a  very  fine  pieei 
of  work.  But  I  do  not  beUeve  the  conditions  apply  at  all  to  tUi 
country.  I  do  not  believe  we  have  any  of  the  same  problems  or 
characteristics  in  this  country. 

I  think  that  the  only  other  big  illustration  of  the  Govemmcol 
going  into  a  similar  task  is  found  in  the  Irish  movement  at  the  presoil 
time.  I  do  not  think  we  have  any  such  trouble  in  this  country  as 
Ireland  has,  and  therefore  I  do  not  think  that  their  solutions  are  it 
all  applicable. 

Mr.  BuLKLEY.  How  has  that  worked? 

Mr.  Coulter.  The  exponents  say  it  is  doing  perfectly  wonderful 
things  and  the  opponents  say  it  is  not  doing  so  well.  * 

Mr.  Ragsdale.  That  started  originally,  I  believe,  by  an  act  of 
Parliament  putting  it  into  effect? 

Mr.  Coulter.  The  Government  itself  took  over  those  esiata 
through  its  proper  officers  and  looked  after  a  division  of  the  estatfli 
and  apportioning  them  out  to  the  tenants  and  then  handhng  of  Um 
collection.  They  extend  the  longest  period,  I  beUece,  of  87  yem 
for  a  complete  repayment  for  the  lana  itself — 87  years. 

Mr.  Platt.  The  tenants  on  those  Irish  estates  have  Uved  there  a 
good  many  years? 

Mr.  Coulter.  Generally  speaking,  they  have  Uved  there  throu^ 
years  and  years.  Now,  there  have  been  some  very  hard  things  come 
out  of  it,  they  say.    One  man  told  me  that  he  accepted  bonds  in  th^ 

Sayment  for  his  big  estate  in  Ireland,  and  that  the  bonds  had  gone 
own  to  about  87  and  he  had  thought  he  was  selling  at  100.  But  bo 
was  getting  at  the  rate  of,  say,  $87  an  acre  insteaa  of  $100  an  acn. 
And  there  were  many  things  of  that  sort,  but  I  was  not  long  cnou^ 
in  Ireland  to  pass  personal  judgment  on  how  it  was  workingouk 
There  seemed  to  be  great  deal  of  personal  conflict  of  opinion.  How- 
ever, the  fact  is  that  about  385,000  former  tenants  are  now  owneiiw 
Of  course  many  of  them  have  80  years  yet  to  pay  out,  but  they  art 
owners. 

Mr.  Ragsdale.  There  is  not  any  question,  without  regard  to  Ite 
loss  probably  to  the  individual  selling  the  land  and  booming  tte 
holder  of  the  bond,  but  what  the  system,  as  a  whole,  is  very  beneficial 
to  the  former  tenants  of  Ireland. 

Mr.  Cout.ter.  There  is  no  doubt  about  that. 

Mr.  Ragsdale.  None. 

Mr.  Coulter.  I  think  the  tenants  are  much  better  off  as  owneii 
and  have  a  much  better  chance  to  make  progress. 
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Mr.  Platt.  Would  you  not  say  that  a  great  deal  of  the  conditions 
m  the  South  regardmg  the  negroes,  for  instance,  are  somewhat 
amilar  to  the  former  serfs  in  Kussia  ? 

Mr.  CouLTEB.  No;  I  should  not  say  that  the  conditions  were  any- 
thing like  the  same. 

Mr.  Platt.  The  Russians  Uved  in  communities  and  held  their  land 
in  an  entirely  different  way  from  anything  that  has  ever  been  done 
m  this  country? 

Mr.  CouLTEB.  The  conditions  were  very,  very  different.  The  con- 
ditions here  have  been  such  that  in  a  comparativelv  few  years  instead 
of  being  practically  all  iUiterate  as  the  Russians  still  are — the  Russian 
peasants  are  practically  still  all  illiterate — very  few  of  our  negroes 
now  are  not  able  to  read  and  write.  Comparatively  here,  in  a  few 
jrears,  since  they  have  had  the  opportunity,  the  opportunity  to  buy 
seems  to  be  perfectly  open  and  free,  they  are  buying  by  the  tens  and 
hundreds  of  thousands.     It  is  not  the  same  problem. 

Senator  Hollis.  I  am  quite  interested  in  that.  I  do  not  remem- 
1>er  just  the  source,  but  I  got  the  impression  that  the  majority  of  the 
jMsroes  can  read  and  write  in  this  country. 

Sir.  OouLTEB.  Yes,  sir;  they  can. 

Senator  Hollis.  Is  that  an  actual  fact  ? 

Mr.  CouLTEB.  Yes;  the  statistics  show  that. 

Mr.  Raosdale.  Oh,  yes. 

Mr.  CouLTEB.  Do  you  know  what  the  percentage  is  i 

Mr.  Raosdale.  No;  I  do  not  remember  just  now,  but  there  is  not 
•nv  question  about  a  large  majority  being  able  to  read  and  write. 

Mr.  Platt.  The  percentage  of  lUiteracy  among  negroes  in  any 
State  is  not  over  30  ner  cent,  is  it  ? 

Senator  Hollis.  Oh,  that  is  a  very  small  degree  of  proficiency. 

Mr.  CouLTEB.  Oh,  yes;  the  percentage  of  iUiteracy  is  above  30  per 
cent  in  several  States.  There  are  institutions  all  through  the  country 
that  are  working  for  the  education  of  the  ne^o. 

Mr.  Raosdale.  The  truth  of  the  matter  is  that  the  great  influx 
of  foreimers  coming  here  to-day  is  more  iUiterate  than  the  negroes. 

Mr.  R-ATT.  That  is  not  proved  by  statistics  in  any  way. 

Mr.  Raosdale.  I  think  it  is. 

Mr.  BuLKLEY.  I  think  we  are  getting  quite  away  from  the  sub- 
ject, and  that  is  a  matter  which  has  a  good  many  kinks  to  it. 

Mr.  CouLTBB.  That  is  a  fact  that  can  be  proved  one  way  or  the 
other.  It  is  a  fact  that  for  the  negroes  of  Memphis— I  had  a  letter 
the  other  day  on  the  subject — there  is  a  higher  percentage  of  iUiteracy 
than  for  the  most  iUiterate  borough  in  New  York  City. 

Mr.  Ragsdale.  I  know  New  York  is  looked  upon  as  one  of  the 
I  ilfiterate  States  of  the  Union. 
I     Mr.  Platt.  Its  percentage  is  very  low  as  compared  with  any  of  the 

I  Southern  States. 

;     Mr.  Ragsdale.  I  am  not  sure  about  that,  with  this  recent  crowd. 

I I  take  it  to  be  the  fact  that  it  was  with  the  old  crowd,  but  the  new 
erowd  is  coming  up  pretty  high. 

Mr.  BuLKLET.  Mr.  Ragsdale,  if  you  would  like  to  have  it,  we  wiU 
iiave  Dr.  Coulter  insert  m  the  record  the  statistics  on  that  point. 

Mr.  Ragsdale.  I  have  absoluteljr  no  objection  to  it. 

Mr.  BuLKLET.  I  do  not  think  it  is  relevant  here,  but  if  you  want 
\t  we  will  put  it  in. 
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Mr.  Ragsdale.  I  do  not  think  it  is  of  enough  importancec 

Mr.  Coulter.  Kussia  and  Ireland  are -the  best  iUustraiioD^   <^^ 

Kart  of  a  national  government  attempting  to  actually  go  iV^tii 
usiness  of  loaning  directly  or  financing  individual  farm  entcsr.Ypni& 
It  is  true  that  we  have  a  lot  of  other  small  illustrations  that  c^i^bi 
picked  out.  At  the  present  time  I  believe  that  the  German  EnaDiMnii 
trying  to  help  establish  the  Germans  on  farms  in  the  north^^sten 

Sart  of  the  Empire  and  gives  them  an  advantage  over  the  Poles  aoi 
ohcmians. 

Mr.  Moss.  I  would  Uke  to  ask  Dr.  Coulter  if  in  that  instanoe  itii 
not  only  where  the  land  is  about  to  pass  away  from  the  Gtemtcui  ud 
over  to  the  Polish  i 

Mr.  Coulter.  Yes.     It  is  a  matter  of  protection  there.     Our  other 
illustration  is  the  illustration  that  has  been  raised  once  or  tiriee 
concerning  our  policy  with  the  Philippine  Islands.     I  noticed  Ik 
Norris's  bill,  wliich  those  who  have  studied  it  carefuUy  will  see  it 
once,  is  adapting  to  the  United  States  the  provisions  which  are  Lxm 
maintained  m  the  Philippine  Islands.     It  so  happens  at  the  preaoA 
time  that  I  have  a  sister  in  the  PhiUppine  Islands,  and  her  husbiad 
is  treasurer  and  this  bank  falls  under  my  brother-in-law's  jurisdictioa 
I  have  talked  with  him  many  times  when  he  has  been  over  here  ^ 
I  am  fairly  well  acquainted  with  their  activities.     In  the  PhOipp*..^ 
Islands  there  is  no  doubt  but  what  it  is  a  special  bank,  but  it  is  P*^^ 
the  treasury,  as  a  matter  of  fact.    There  is  no  clerk  hire  at  all  lOT  r* 
bank,  because  the  treasury  clerks  do  all  of  the  work;  the  institn*^* 
is  run  as  a  sort  of  adjunct  to  the  treasury.    All  of  the  effort  is  to  ^^| 
to  establish  titles  on  a  sound  foundation.    The  attorney  gsnef^L^ 
office,  or  the  proper  law  officers  of  the  PhiUppine  Islands^  looks  ^  jX 
the  straightening  out  of  titles  without  charge  to  the  institution,  ^^ 
so  forth.     Therefore,  between  other  bureaus,  all  of  the  work  is  Ax*^^ 
so  that  there  is  practically  no  expense  to  the  institution  as  such. 

The  last  tune  that  I  talked  with  the  man  that  is  now  in  charge 
this  agp'icultural  bank,  the  loans  were  made  at  10  per  cent,  wbich 


c 


the  minimum  rate  of  interest.  They  were  talking  of  reducing  «^ 
I  have  not  had  time  since  I  saw  Mr.  Norris's  bill  to  look  into  ti^ 
present  rates.  The  total  number  of  loans  up  to  that  time  was  le^ 
than  200,  the  last  time,  I  should  say,  about  a  year  ago,  that  I  ws^ 
talking  with  him  about  it.  And  the  whole  effort  is  practically  to  tr^ 
to  bring  some  system  out  of  chaos.  They  have  not  any  system  0/ 
recording  their  land  titles  at  all,  you  might  say;  they  have  adopted 
the  Torrens  system  of  land-title  registration  under  a  Federal  act,  anC^ 
there  is  a  very  definite  effort  going  on  there  to  straighten  out  th^ 
land  question. 

I  should  say  that  just  the  same  as  Alaska  seemed  to  be  an  abnormal 
case  in  the  estabUshment  of  a  Government  railroad,  so  the  Philippine^ 
seem  to  be  an  abnormal  case  which  called  for  special  treatment  UC 

frovide  for  the  establishment  of  some  kind  of  an  agricultural  bank^ 
t  docs  not  seem  to  me  to  be  at  all  a  normal  situation. 
Ml*.  BuLKLEY.  How  has  it  worked  out  there  ? 
Mr.  Coulter.  It  has  worked  in  this  way,  that  only  a  very  smalf 
fraction  of  those  who  apply  are  able  to  get  loans  at  all,  because  thsf 
have  not  the  property,  they  have  not  the  title.     They  could  not  get 
things  straightened  out;  they  can  not  prove  any  riglit  to  their  laod. 
The  total  number  of  loans  up  to  date  is  insignffioant.     I  doubt 
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whether  it  is  more  than  300  altogether.  They  have  not  had  occasion 
to  foreclose  much.  There  have  oeen  two  or  three  foreclosures;  they 
had  to  straighten  out  a  few  kinks  in  that  way.  The  loans  are  com- 
paratively small  and  they  have  not  done  much  yet;  but  it  is  an  incen- 
tive and  many  people  are  trying  to  straighten  out  their  land  titles  in 
order  to  get  loans.  But  immecfiately  they  get  the  titles  straightened 
out,  then  they  j&nd  they  can  borrow  cheaper  elsewhere  and  go  and 
try  to  do  it. 

My  information,  as  I  say,  is  about  a  year  old,  but  it  is  from  family 
connections.    They  are  greatly  interested  in  their  experiment. 

The  provisions  in  the  Norris  bill,  then,  of  having  various  other 
Government  bureaus  look  after  the  inspections,  the  titles  and  so 
forth  is  taken  from  the  method  established  in  the  Philippine  Islands. 

Mr.  BtTLKLEY.  Doctor,  before  you  go  on  to  another  subject — I  do 
not  want  to  interrupt  you — but  n  you  are  through  with  that  subject, 
I  would  like  to  ask  you  how  the  Irish  peasants  have  been  paying  out 
on  their  loans } 

Mr.  Coulter.  They  have  been  getting  along  pretty  well;  but  it 
might  be  said  that  the  amount  which  they  are  required  to  pay 
annually  is  very  small — they  try  to  adjust  it  so  tliat  it  will  be  just 
the  same,  or  almost  identically  tlie  same,  as  they  formerly  paid  rent 
to  the  landlord.  The  percentage  which  thus  goes  on  to  the  payment 
of  the  land  is  so  small  that  the  general  idea  is  that  it  will  taKc  them 
on  an  average  about  87  years  to  pay  out,  which  would  mean  their 
children  probably  would  have  to  ao  part  of  the  paying.  But  they 
are  defimtely  establishing  them  as  owners  on  those  estates,  I  should 


Raosdale.  And  as  I  understand  it.  Doctor,  the  land  is  im- 

t roving  under  this  system;  they  are  better  satisfied  and  the  proba- 
ility  is  they  can  increase  tlie  amount  of  their  payments  after  a  time  ? 
Mr.  Coulter.  I  should  think  so.  I  think  probably  a  part  of  the 
improvement  in  tlie  agriculture  is  because  of  tlie  establishment  of 
the  department  of  apiculture.  They  have  now  traveling  lecturers 
and  local  demonstrations  and  special  schools,  and  they  are  getting 
ahead  by  leaps  and  bounds. 

Mr.  Moss.  In  that  connection.  Doctor,  is  not  one  of  the  big  things 
of  the  Irish  agriculture  that  they  are  going  from  grazing  into  intensive 
farmii^? 
Mr.  Coulter.  Yes;  they  are  going  into  intensive  farming. 
Mr.  Moss.  And  but  a  small  part  of  Ireland  has  ever  been  culti- 
vated— in  some  cases  less  than  5  per  cent. 

Mr.  Bulkley.  Now,  what  can  you  teU  us  about  Grovernment  loans 
b  New  Zealand  ? 

Mr.  Coulter.  I  really  can  not  tell  anything  more  than  a  few  things 
I  have  read,  but  I  could  not  add  anything  at  all  to  what  you  all  prob- 
ably know  much  better  than  I  do. 
,     I  wanted  to  say  just  a  word  about  loaning  through  local  associa- 
i  tions.    Mr.  Bathrick's  hill  and  Mr.  Huhng's  bill  struck  me,  I  thought, 
Is  primarily  suggestions  along  that  line.     That  is  the  movement  that 
they  are  now  working  at  in  the  southern  part  of  Italy.     In  the  south- 
tm  part  of  Italy  there  are  special  laws  for  the  various  Provinces — 
you  understand  that  the  people  of  the  northern  part  of  Italy  are  very 
Bmch  more  highly  educated  and  there  is  a  better  system  of  agriculture 
than  in  the  southern  part  of  Italy — (L  do  not  know  much  by  personal 
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visit  there,  but  by  talks  with  others  who  studied  the  southern  Italian 
method  of  long-time  loans,  I  got  this  general  notion  of  it) — the  pro- 
visions of  law  are  that  the  institution  established  can  lend  through 
any  kind  of  a  local  association  doing  a  credit  business.  "Hiey  are  ' 
encouraging  the  establishment  of  fittle  Raeffeisen  societies  and 
peoples  banks  and  marketing  societies  all  through  southern  Italy, 
and  helping  in  every  way  they  can.  Provision  is  made  that  the  land 
bank^  for  instance^  will  be  created  for  the  Province  of  Latium,  or  the 
Basihcate  or  Sardmia.  This  institution  does  business  through  local } 
associations,  the  idea  being  that  the  local  associations  will  get  all  of 
the  local  information,  all  of  the  details  there,  and  will  be  able  to 
advise  the  land  bank^  and  will  also  guarantee  the  loans  and  act  as  a 
go-between  for  that  mstitution. 

I  was  sorry  afterwards  that  I  did  not  go  further  down  into  that.  I 
did  not  know  about  it  at  first.  It  is  very  new,  as  a  matter  of  fact, 
and  there  is  very  little  experience  on  it.  I  found,  aft(»r  I  had  gotten 
nearly  ready  to  come  home,  that  they  were  definitely  working  in  that 
direction. 

Mr.  BuLKLEY.  Is  tliat  a  new  tiling,  Doctor  ?  Is  that  diflForent  from 
anything  that  is  done  in  the  other  countries  ? 

Mr.  (x)ULTER,  So  far  as  I  know  there  has  been  very  little  use  of 
other  local  units  to  handle  such  business. 

Mr.  Moss.  Would  this  be  a  difficulty  in  tliat  way,  tliat  where  they 
are  loaning  for  50  years  and  the  association  that  guarantees  the  loan 
bein^  voluntary,  is  not  the  organization  apt  to  be  dissolved  during 
the  £fe  of  the  guaranty  ? 

Mr.  C!ouLTER.  The  organization  would  not  be  aUowed  to  Hquidate 
or  go  out  of  business  witliout  leaving  securities  to  cover  its  guaranty. 

Another  thing  that  might  be  said  of  the  local  sc^cieties,  wliicli  are 
considered  as  local  units  for  all  sorts  of  negotiations,  is  tliis:  They  are 
p.  actically  perpetual  institutions.  In  fact,  they  practically  can  not 
die.  In  the  first  place,  they  have  got  to  accumulate  a  surplus,  and 
then  there  is  no  way  to  get  rid  of  that  surplus.  They  are  aosolutely 
prohibited  from  dividing  it  among  the  members  and  quitting  busi- 
ness. If  they  go  out  of  business,  tlie  money  must  be  used  for  some 
piurpose  of  public  welfare  or  placed  in  some  sort  of  a  trust  fund  to 
take  care  of  the  poor  people  oi  the  community  or  for  some  otlier  good 
work.  And  therefore  those  local  societies  are  practically  absolutely 
permanent;  they  can  not  die.  They  have  a  fund  there  that  is  per- 
petual, and  that  is  their  reserve  as  they  accumulate  it. 

Now,  I  would  like  for  the  few  minutes  that  are  left  to  refer  to  one 
other  question  I  have  given  considerable  study  to.  It  may  not  be 
a  point  to  which  you  would  want  to  give  much  thought.  It  is  the 
question  of  whether  a  central  institution  is  needed,  or  not. 

My  office  at  the  present  time,  temporarily,  is  studying  the  matter 
of  State,  muLnicipal,  county,  and  otner  government  debt,  sinhdng- 
fund  assets,  and  related  points,  in  connection  with  the  decennial 
inquiry.  Tnere  are  in  the  United  States  some  3,000  coimties,  nearly 
as  many  cities,  towns  and  villages  of  over  2,000  population;  and 
there  are  10,000  smaller  towns  and  villages.  Ana  tnen  there  are 
thousands  of  road  districts  and  drainage  (fistricts  and  irrigation  dis- 
tricts and  school  districts — even  precincts — very,  very  small  units. 

Almost  aU  of  these  in  most  States  have  the  right  to*  borrow  money, 
if  they  can  get  it,  for  improvement  purposes,  and  they  are  required. 
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course,  to  create  a  siakixig  fund  and  the  debt  is  paid  back  by  taxa- 
on.  This  was  the  thing  that  struck  me,  that  these  independent 
ttle  cities,  towns,  villages,  boroughs,  counties,  road  districts. 
runage  districts,  and  so  forth,  where  able,  without  any  great  central 
istitution,  to  dispose  of  their  bonds  satisfactorily.  Now,  the  total 
Liunber  of  those  is  immense.  There  are  thousands  and  thousands  of 
hem.  I  have  been  perfectly  amazed  in  gathering  the  information 
or  the  use  of  the  Government  on  that  point.  And  they  borrow  very 
mall  amounts.  It  is  found  that  these  little  units  will  borrow  $5,000, 
110,000  and  create  a  sinking  fund  and  e;radually  pay  them  off.  Of 
©urse,  they  are  backed  by  taxation  and  as  I  say,  they  borrow  very 
mall  amounts. 

Now  a  farm  land  bank  with  a  capital  of  S10,000  could  issue  $100,000 
vorth  of  bonds  or  even  $150,000  worth  of  bonds  and  would  be  per- 
'ectly  safe.  In  some  European  countries  they  ai*e  allowed  to  issue 
!0  tunes  the  paid-up  capital.  That  is  to  say  a  $10,000  institution 
M)uld  issue  $200,000  worth  of  the  bonds,  obligating  the  land  is  all 
the  security  that  is  necessary.  It  seemed  to  me  at  first,  I  must 
confess,  pretty  necessary  to  have  some  sort  of  a  central  institutioii. 
one  for  each  State  or  one  for  the  United  States,  until  I  commenced 
U)  see  the  thousands  and  thousands  of  institutions  and  organizations 
that  were  issuing  bonds  and  found  a  very  good  market  for  those 
bonds. 

Mr.  Hayes.  At  5  per  cent,  usually  t 

Mr.  Coulter.  Some  cities  be<5ause  they  found  the  local  men  will- 
ing to  take  them 

Senator  HoLUS  (mterposing).  And  tax  exempt? 

Mr.  Ck>ULTEB.  Yes;  tax  exempt— issued  them  at  4  per  cent. 

Mr.  Hayes.  The  little  school  districts  in  my  State  can  sell  bonds 
It  5  per  cent  at  par. 

Mr.  C!ouLTER.  les. 

Senator  Hoixis.  Can  you  tell  us  just  exactly  what  per  cent  of 
those  is  sold  directly  from  the  district  issuing  thcni  instcaa  of  tlirough 
bond  houses  t    There  is  quite  a  good  deal  of  talk  along  that  line. 

Mr.  Coulter.  I  have  tried  to  find  the  information  but  I  can  not 
give  anything  accurate  at  all. 

Senator  Holus.  I  saw  by  the  papers  that  the  treasurer  of  Massa- 
chusetts has  just  sold  a  largo  quantity  right  through  the  treasurer's 
office. 

Mr.  Hayes.  At  what  rate  ? 

Mr.  Coulter.  They  called  for  bids,  and  then  they  i)icked  out  the 
best  bid  and  said  now  we  wiU  sell  direct  to  the  people  at  that  bid 
and  give  them  the  l>enefit  of  the  bid. 

Senator  Hollis.  That  was  rather  rough  on  the  hiihlor. 

Ifr.  Coulter.  It  was,  but  that  is  what  they  did. 

Mr.  Hates.  What  was  the  rate  ? 

Mr.  Coulter.  I  do  not  know  4.37,  or  something  like  that.  I 
know  it  got  down  into  very  fine  fractions.  The  bids  wcvo  very  close, 
some  of  them,  and  the  best  bidder,  an  undonvriting  house,  agreccl 
to  take  all  at  a  certain  bid  and  then  the  State  said  tliMt  is  tlio  price 
ve  will  sell  for  now  and  let  the  pu])lic  subscrilio  for  thoni. 

Mr.  Seldomridoe.  At  Colorado  Springs  1  think  they  just  placed 
lOOyOOO  or  more  at  4  or  4^  per  cent,  and  they  issued  tlioni  in  denom- 
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inations  of  $100  as  the  lowest,  and  the  people  gladly  came  forward 
and  took  them. 

Mr.  Hayes.  In  California,  San  Francisco  has  been  trying  to  dil^ 
pose  of  some  bonds  for  various  improvements  at  4i  per  cent,  aii4 
they  have  had  difficulty  in  disposing  of  them  at  par. 

Mr.  Coulter.  It  may  be  temporary. 

Mr.  Platt.  The  rate  of  interest  on  bonds  has  shown  a  i 
increase  than  anything  else.     For  instance,  it  was  not  very  oiffii 
some  years  ago  to  sell  municipal  bonds  in  the  northern  cities,  and 
think  even  a  good  many  small  cities  issued  3  per  cent  bonds.    B\ 
now  we  have  to  pay  4^. 

Mr.  Coulter.  I  think  that  is  a  good  point,  because  I  think 
farm-land  banks  would  beat  the  cities  to  it.  The  farm-land  bj 
would  have  absolutely  better  than  a  sinking  fund,  because  on 
repayment  of  the  mortgages  the  bonds  are  withdrawn  to  that  ext 
The  trouble  has  been  with  the  large  cities  that  they  have  refund 
and  refunded  and  refunded  and  dianot  pay  anything  back.  If  thef^ 
created  a  sinking  fund,  b\^  the  time  that  sinking  fimd  is  equal  to  thft 
bonds,  the  property  which  they  improved,  the  paving  which  th^ 
did  or  the  building  which  they  built  has  entirely  disappeared  tm 
they  have  got  to  renew  it  in  order  to  rebuild.  Now  the  farm  bond| 
which  have  a  better  market  than  those  municipal  bonds  unless  th^ 
municipalities  of  this  country  change  their  methods  very  materiaUy^i 

Mr.  Platt.  That  might  very  weU  be  true. 

Mr.  Coulter.  The  land-bank  bonds  would  likely  have  a  better 
place.     But  there  is  another  side  on  that  question  -  and  I  have  trfeii 
to  be  fair — the  Arizona  counties  and  cities  found  it  so  difficult  to  gel3 
money  at  good  rates  that  the  State  took  over  all  of  the  county  andj 
municipal  obligations,  outstanding  city  debts,  and  refunded  them" 
as  a  State  debt  and  then  in  turn  holds  each  county  and  municipality 
in  proportion  to  the  amount  which  the  State  took  over  for  them. 
The  State  then  took  over  the  bonds  and  sold  them  as  State  bondi 
and  gets  better  rates  of  interest  and  gives  the  counties  and  munict- 
palities  in  that  State  the  advantage  of  this  low  rate.     That  is  the 
only  State  I  know  of. 

Mr.  Kagsdale.  You  mean  by  getting  a  *' better  rate''  that  it  seDs 
at  a  low  rate  ? 

Mr.  Coulter.  Yes,  sir.  Massachusetts  tried  the  nearest  thing  to 
that,  and  that  is  established  the  metropolitan  district,  issues  the 
bonds,  and  really  the  State  is  in  back  of  them.  The  bonds  are  based 
upon  the  metropolitan  districts,  but  they  are  not  equally  distributed 
through  the  State;  they  are  handled  by  tne  State  for  the  metropolitan 
districts. 

And  so  we  have  there  two  illustrations  of  States  where  in  order  to 
get  lower  rates  for  the  municipaUties  and  counties  in  the  States,  or 
other  districts  of  the  State,  the  State  handles  the  question. 

With  reference  to  the  need  for  a  central  institution,  then:  We  haye 
in  this  country  an  illustration  of  the  great  mass  of  units  not  needing 
central  institution,  but  we  see  there  are  some  advantages  for  it.  I 
think  there  is  no  doubt  but  what  parts  of  the  country  in  getthi|r 
money  from  other  parts  would  find  advantage  in  a  central  institutioa. 

Mr.  Raosdale.  Now,  those  States  demonstrated  the  fact  that  a 
State  guaranty,  a  Government  guaranty,  includes  some  advantageB 
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by  way  of  lower  rates  and  getting  loans  more  easily  than  the  localities 
uemselves  could  have  secured. 

Mr.  Coulter.  I  think  those  two  States,  by  going  into  that  business, 
haye  accomplished  something. 

Ifr.  Raosdale.  They  have  demonstrated,  so  far  as  it  has  worked  up 
to  this  time,  that  it  is  practicable  and  profitable! 

Mr.  OouLTEB.  So  far  as  my  knowledge  goes.  I  wanted  to  bring 
Hub  point  out  to  show  I  am  not  covering  up  anything  I  know  that  wiu 
le  helpful  to  the  committee. 

Senator  Hollis.  I  think  it  is  fair  to  say  Senator  Bourne,  who  hat 
been  chairman  of  the  Committee  on  Post  Offices  and  Post  Roads  of 
tbe  Senate,  has  worked  out  a  plan  for  jgood  roads,  in  which  that  is  the 


mbject. 

Mr.  Raosdale.  In  my  own  State,  South  Carolina,  the  money  lyinjg 
in  the  treasury  is  loaned  to  the  various  counties,  and  we  find  it 
entirely  satisfactory.  In  other  words,  I  think  it  is  a  function  the 
Government  ought  to  perform.  Whore  the  credit  of  the  Govornment 
can  be  safely  extended  to  a  locality  for  general  imnrovement  by 
which  all  of  the  people  benefit,  I  tliink  it  ought  to  bo  done.  That  is 
my  own  view. 

Mr.  Platt.  Do  you  know  about  the  early  efforts  of  the  State  of 
Kew  York  to  loan  directly  to  the  farmers?  There  was  a  large  fund 
loaned  directly  to  the  farmers  of  the  State  of  Now  York  sonic  years 
ago,  and  nearly  all  the  money  was  lost,  as  I  remember  it,  and  it  has 
not  been  paid  back. 

Mr.  Coulter.  There  have  been  such  experiences  in  early  years. 
Iq  fact,  every  New  England  State  offered  a  bounty  for  the  growing 
of  grain,  in  order  to  make  it  possible  for  the  Xcw  Eii<];lrtnd  States  to 
compete  with  the  Middle  West  when  it  commenced  to  grow  grain. 
Tliere  have  been  many  of  those  experiments,  but  although  I  have 
heard  of  many  of  them,  I  have  never  looked  into  the  subject  in 
detail. 

I  would  like  to  say  a  word  or  two  in  conclusion  about  the  whole 

question  of  Government  loans,  the  need  of  a  central,  et<*.     I  think 

uiat  if  the  Grovemment  would  merely  authorize  associations  or  com- 

.  panics  to  form  banks  (they  might  well  be  called  banks)  that  there  would 

,  MDO  difficulty  in  the  country,  and  I  believe  that  these  banks  would 

:  be  formed.     1  think  that  these  associations  should  be  pretty  largely 

I  limited  to  land-mortgage  business.     On  the  other  hand,  I  tliink  that 

•  if  a  group  of  fanners  wished  to  get  together  and  take  out  a  Federal 

[  diarter  and  call  it  a  iarm-land  bank,  cooperative  (if  that  is  the  name 

r  (hat  might  be  adopted)  that  this  group  of  larmers  should  be  allowed 

f  to  oiganizc  such  an  institution,  just  using  tlie  word  ''eooi)orative'' 

Ucked  onto  the  rest  of  the  name,  just  the  same  as  I  thiiiK  farmers 

ihould  be  allowed  to  organize  national  banks.  (Mxiperative,  l)y  a<lopt- 

rag  their  own  rules  of  voting  and  dlstributiiiir  <livi<lends. 

Now,  my  suggestion  is  that  we  use  the  words  'fanji-laiHl  bank''- 
Ihave  heard  suggested  "agricultural  mortgage  association/'     Those 
lie  three  very  long  words  to  put  up  on  your  window.     If  you  have 
no  other  reason  for  substituting  '*farm"  for  "aj^rieultnrar*  it  is  that 
this  is  a  land  bank  as  compared  with  a  personal-credit  VvAwk. 
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Mr.  Hayes.  A  national  farm-land  bank. 

Mr.  Coulter.  It  is  a  farm  bank,  it  is  a  land  bank,  it  is  a  bank,  and 
I  once  in  a  while  used  to  think  of  tiying  to  get  a  simple  name  that 
would  work.  If  I  used  the  words  '* farm-land  bank"  and  ''coop«^ 
ative"  freely  through  the  hearing,  it  is  because  I  have  gotten  acca»> 
tomed  to  talking  of  '^farm-land  banks,  cooperative,  because  I 
believe  the  farmer  should  have  the  opportunity,  if  he  wishes  to,  to 
start,  one  of  those  and  take  out  a  Federal  charter,  under  Federal 
supervision  and  inspection,  and  adopt  cooperative  rules.  I  do  not 
think  farmers  should  be  compelled  to,  but  I  think  they  should  be 
allowed  to,  and  I  believe  that  under  a  bill  such  as  we  have  suggested 
many  of  them  would  do  so.  In  fact,  I  have  letters  from  farmeiB 
asking  me  to  keep  them  posted,  that  they  think  it  is  just  the  ri^ 
idea,  that  they  want  to  organize  one  if  the  thing  goes  through;  and 
I  have  promised  to  keep  them  advised. 

Mr.  Brown.  An  expression  you  used  a  moment  ago  led  me  to 
beUeve  you  might  favor  a  bank  of  deposit  along  with  it,  or  deposit 
features. 

Mr.  Coulter.  I  think  if  the  farmers  themselves  organize  their  own 
farm-land  banks,  with  their  own  capital,  that  they  should  be  allowed 
to  do  a  banking  business  so  far  as  their  members  are  concerned- 
only  for  their  own  members — because  that  would  give  them,  then, 
so  rar  as  desiring  to  do  a  banking  business  is  concerned,  the  various 
advantages  found  all  over  Europe  in  the  people's  banks  which  deal 
only  with  members. 

Mr.  Hayes.  Do  these  people's  banks  make  short-time  loans  and 
farm  loans  as  well — the  same  bank  ? 

Mr.  Coulter.  They  are  the  best  illustration  of  institutions  dealing 
only  with  members. 

Mr.  Hayes.  How  long  have  they  been  doing  itt 

Mr.  Coulter.  A  good  many  years. 

Mr.  Hayes.  How  many  ? 

Mr.  Coulter.  Of  course  they  are  only  30  or  40  years  old. 

Mr.  Hayes.  That  is  old  enough  to  demonstrate  whether  it  works 
or  not. 

Mr.  Platt.  Have  any  of  those  banks  the  compulsory  saving  feature 
connected  with  them  such  as  a  building  and  loan  association,  for 
paying  in  their  money  deposits  regularly? 

Mr.  Coulter.  No. 

Mr.  Platt.  They  just  take  them  as  they  have  them  f 

Mr.  Coulter.  Yes. 

Mr.  Platt.  It  seems  to  me  there  is  one  feature  of  the  building  and 
loan  association,  that  the  deposits  have  to  bo  regular,  which  is  a  good 
one. 

Mr.  Coulter.  Oh,  the  savings  feature,  of  course,  comes  in  by  re- 
quirino;  members  to  own  shares  of  stock  to  be  members  and  have  some 
capital.  And  there  is  the  only  other  point  I  would  like  to  say  a  word 
on.     That  is,  I  think  these  institutions  must  have  capital. 

Now,  there  is  a  great  deal  being  said  about  the  Landschaften 
societies,  and  I  want  to  say  this,  that  the  early  Landschaften  societies 
of  Germany  did  not  have  any  foundation  capital,  and  they  ran  along 
without  any  trouble  in  selling  their  bonds  until  the  joint-stock  com- 
panies,  doing  mortgage  busmess  with  a  capital,   came  in.     Now, 
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these  banks  had  a  revolving  fund.  The  old  Landschoften  gave  the 
bond  to  the  fanner,  and  he  sold  the  bond  at  some  bank  or  some  place 
dee.  But  the  land-mortgage  banks  came  in  with  a  foundation  capi- 
tal and  had  a  revolving  nmd  to  do  business  on,  and  they,  instead  of 
hudinjg  out  the  bond  to  the  farmer,  would  hand  out  the  money 
according  to  the  current  rate  of  bonds  of  the  denomination  which  he 
took.  If  he  took  the  4  per  cent  bond,  it  might  not  be  selling  at  par, 
or  a  he  took  a  .3  per  cent  bond  it  might  not  be  selling  at  ])ar,  ana  he 
could  take  what  kind  of  a  bond  he  wanted  and  sell  it  for  whatever 
he  chose.  The  joint-stock  banks,  coming  in  competition  with  the 
Landschaften,  forced  the  Landschaften  to  do  what  seemed  to  be  the 
best  thing  at  that  time,  to  form  Landschaften  banks,  which  arc  sister 
locieties,  with  the  same  members.  The  bank  does  this  part  of  it: 
Negotiates  and  sells  the  bonds,  looks  after  the  canceling  of  them,  and 
80  forth  and  so  on.  In  otlier  words,  the  cavly  foim  of  the  old  Ger- 
man Landschaft — the  new  Landschaften,  they  are  called  now — all 
over  Germany  has  tacked  this  new  Landschaft  bank  to  it  to  do  the 
business  of  that  sort.  That  gives  a  revolving  fund  to  compete  with 
the  joint-stock  banks,  and  as  a  matter  of  fact  the  joint-stock  moit- 
gage  banks  have  not  (and  I  believe  as  the  i  csult  of  that)  extended 
yery  rapidly  into  the  countiy  districts.  I  believe  that  is  one  of  the 
reasons  why  the  loint-stock"^  banks  have  not  extended  very  much 
mto  the  Landschaften  tenitory. 

Mr.  Hates.  The  new  bank,  you  say,  is  a  new  arm  that  does  this  ? 

Mr.  Coulter.  Yes. 

Mr.  Hayes.  Thev  are  two  separate  institutions,  are  they  ? 

Mr.  Coulter.  They  are,  technically,  I  tliink,  two  separate  institu- 
tions, but  really  only  one  institution  with  the  same  members. 

'iSr.  Hates.  Something  like  our  trust  companies  and  national  banks 
oi^anized  in  the  next  room  ? 

llr.  Coulter.  Yes,  sir;  except  they  are  all  one  group. 

Mr.  Hates.  They  are  all  one  group  here,  too. 

Mr.  Moss.  The  habilities  go  to  the  same  persons.  The  same  mem- 
bers who  take  loans  out  of  the  Landschaft  association  have  the 
responsibility  as  a  Landschaft  bank? 

Mr.  Coulter.  Exactly. 

Mr.  Seldombidoe.  Doctor,  do  you  not  think  in  this  legislation  we 
win  have  to  provide,  under  certam  rule-s  and  regulations,  that  these 
farm-land  banks,  in  certain  sections  of  the  country,  can  do  a  cooper- 
ative bank  business  ? 

Mr.  Coulter.  I  do.  I  think  if  they  are  cooperative  they  should  be 
allowed  to  do  so. 

Mr.  Seldomridoe.  It  seems  to  me  it  will  be  absolutely  necessary, 
if  we  are  to  meet  the  needs  of  certain  sections,  that  we  shall  have  to 
provide  for  short-term  credits. 

Mr.  Coulter.  I  think  so.  I  think  Mr.  Fischer's  statement  yester- 
day indicated  that.  And  I  think  in  the  case  the  farm-land  bank, 
cooperative^  it  ought  to  be  allowed  to  do  for  its  own  members  only 
a  commercial  busmess,  the  same  business  the  commercial  hank  is 
allowed  to  do.  I  think  it  is  fundamental  and  can  bo  defended,  and  I 
think  it  is  certainly  needed. 

Mr.  Platt.  You  mean  to  loan  to  the  slocklioldors  ? 

Mr.  Coulter.  Yes;  to  loan  only  to  the  stocklioldtMs. 
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Mr.  Hates.  Our  experience  leads  me  to  doubt  whether  it  is  safii 
or  desirable  to  combine  in  the  same  institution  the  long-time  and 
short-time  mortgage  along  with  the  commercial  features. 

Mr.  Seldomridge.  Even  if  you  limited  the  amount  i 

Mr.  Hayes.  No.  It  is  a  different  institution  entirely.  It  is  nm 
on  a  different  basis.  The  worst  bank  failures  I  have  ever  known^ 
and  in  fact  the  only  ones  I  have  ever  known,  were  the  result  of  fte 
combining  of  those  two  functions. 

Mr.  Seldomridge.  You  will  not  meet  the  needs  of  the  agricultunyi 
communities  if  you  do  not  do  that. 

Mr.  Hayes.  Let  them  be  organized  in  separate  institutions. 

Mr.  Ragsdale.  Under  the  provisions  in  the  old  general  bankiitf| 
Uw  it  was  absolutely  prohibited,  but  in  the  new  law  wo  have  provides 
that  loans  may  be  made  for  not  more  than  five  years. 

Mr.  Hayes.  I  would  take  it  all  out. 

Mr.  Ragsdale.  I  say  merely  this,  that  it  has  been  provided  for 
national  banks  to  accept  deposits  and  make  farm  loans  for  not  more 
than  five  years. 

Mr.  Hayes.  It  is  because  of  my  experience  and  study  of  this  sub- 
ject that  I  am  bringing  this  out.  I  think  that  no  commercial  bank 
that  is  properly  managed  can  make  a  five-year  loan  to  a  farmer  or 
anybody  else;  but  I  want  to  know  if  there  is  any  experience  in 
Germany,  Itely,  or  anywhere  else  that  tends  to  show  it  is  posablo 
to  oi'ganize  a  tank  wluch  can  combine  those  two  functions  safely. 

Mr.  Coulter.  Of  course  my  idea  is,  thiss  bank  would  lend  only  to 
members.  It  can  not  go  out  and  do  business  with  others,  and 
its  mortgage  business  would  bs  kept  absolutely  to  itself,  and 
the  mortgages  would  always  be  placed  in  the  hands  of  a  fiduciary 
a^ent  who  would  be  the  only  one  to  authorize  land  bonds  to  circulate. 
'Hiat  would  be  absolutely  kept  all  by  itself.  But  the  same  group 
in  the  same  institution  could  go  ahead  and  do  business  with  their 
own  members.  I  must  say  if  pro^aaion  is  made  separately  for  com- 
mercial credit  I  would  not  want  it  in  this  measure, 

Mr.  Hayes.  You  say  it  should  be  allowed  to  do  business  with  ite 
members  ? 

Mr.  Coulter.  Yes. 

Mr.  Hayes.  Just  how  does  that  affect  the  proposition  ? 

Mr.  Coulter.  It  affects  it  in  this  way,  that  every  member  is  in- 
terested in  this — they  are  all  held  responsible  for  each  other  through- 
out Europe,  and  the  scheme  of  having  a  bank  for  its  own  membera 
only  is  proving  to  be  thoroughly  sound. 

Mr.  Hayes.  That  is  all  right  if  it  is  organized  for  that  purpose. 

Mr.  Coulter.  No  one  receives  a  loan  unless  he  has  a  share  of  cap- 
ital. He  is  liable  then  for  any  loss.  The  idea  of  having  the  bank 
do  business  only  with  its  members  has  proven,  wherever  tried  all 
over  Europe,  to  be  absolute!}^  sound. 

Mr.  Hayes.  Of  course  that  goes  beyond  my  experience  entirely. 

Mr.  Coulter.  I  do  not  know  of  any  failure  at  all.  But  I  think 
you  are  right  in  the  point  that  the  bank  should  not  do  a  general  com- 
mercial banking  busmess  with  eveiybody  if  it  also  conducts  a  land- 
mortgage  business. 

Mr.  Ragsdale.  Why  not?  Let  us  get  the  reasons  for  it.  The 
savings  banks  of  America  come  under  this  same  proposition. 

Mr.  Hayes.  They  are  not  doing  a  commercial  oanldng  business. 
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^^A^osDALE.  Yes;  they  are. 

^3La.tes.  No;  they  are  not. 

-Ct.A.osDALE.  I  know  of  some  myself  where  they  are  doing  both 
'  ^^^  tusiness  in  the  same  bank. 
•  ^i-A^TES.  They  are  two  different  banks. 
'•  ^^AGSDALE.  No;  they  are  all  under  one  charter. 
^'  ^La.yes.  They  segregate  the  business  in  the  bank. 
^'  ^AGSDALE.  No;  they  do  not.     For  instance,  in  my  own  town 
\x^Ve  a  bank  which  does  a  savings  bank  and  a  commercial  bank 
^5^5^^  ^  under  one  charter.     It  has  a  capital  of  $125,000  and  the 
f^  ^re  kept  all  together. 
1^-  Hayes.  It  is  a  dangerous  system,  then. 

^•Bbown.  There  is  one  question  I  would  like  to  ask.  Doctor, 
bdote  ^e  leave  this  point.     If  there  was  a  commercial  feature  in  this 
itrniers'  loan  bank,  would  you  favor  loaning  in  a  commercial  way 
anything  other  than  the  deposits  themselvesi 
Mr.  Coulter.  No. 
Mr.  Brown.  Only  the  deposits  ? 
Mr.  Coulter.  Yes. 
Mr.  Brown.  If  you  would  limit  all  loans  to  the  amoxmt  on  deposit 

^th  the  bank  and  only  with  its  members,  will  it  not  mix  that  up  with 
fto  mortgage  business  ? 

Mr.  Coulter.  I  merely  say  that  for  these  institutions  for  farmers, 
for  fanners  doing  their  own  business,  they  have  proved  to  be  thor- 


iltt;hly_soimd,  as^far  as  I  could  ascertain. 


Brown.  That  is,  the  commercial  feature  and  the  bank  itself 
mdd  be  separate  and  apart? 

Mr.  CtouLTEB.  Yes. 

(Hi^reupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  to  Tues- 
ij,  February  24,  1914,  at  10.30  o'clock  a.  m.) 
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United  States  Senate, 

Washington^  D.  G, 
The  committees  assembled  in  joint  session  at  10.30  o'clock  a.  iil, 
Senator  Henry  F.  HoUis,  presiding. 

Present:  Representatives  Bulkley,  Stone,  Seldomridge,  Hayes, 
Woods,  and  Piatt. 

Senator  Hollis.  Gentlemen,  we  have  with  us  this  morning  a  num- 
ber of  gentlemen  from  out  of  town  who  wish  to  be  heard.  If  it  \^ 
agreeable  to  the  committee  we  will  hear  first  Mr.  Scudder. 

STATEMENT  OF  S.  B.  SCUDDER,  OF  NEW  YOEE  CITY. 

Senator  Hollis.  Mr.  Scudder,  will  you  give  ^our  full  name? 

Mr.  Scudder.  My  name  is  S.  D.  Scudder;  business  address,  care  of 
Jefferson  Bank,  New  York  City. 

I  have  been  in  the  banking  business  and  mortgage-loan  businesB 
about  25  years,  and  in  farming  about  5  or  6  years.  While  I  am  still 
president  of  the  Jefferson  Bamc,  of  New  York  City,  we  have  merged 
our  business  with  the  Century  Bank,  and  we  are  just  simply  now 
liquidating  the  $1,000,000  remaining  assets  of  the  Jefferson  Bank, 
80  that  you  can  put  me  down  as  not  actively  engaged  in  banking  at 
the  present  moment.  My  farming  experience  in  Minnesota  was 
through  tenants — ^wheat  farming— but  my  farming  experience  for 
4  or  6  years  in  Texas  was  not  bv  tenancy^  but  I  actually  lived  on 
the  place,  near  San  Antonio,  and  farmed  it,  although  I  hired  con- 
siderable help,  just  as  everybody  else  does. 

If  you  will  permit  me,  Mr.  Chairman,  in  my  own  way  to  touch 
upon  one  or  two  points  in  this  bill — the  two  main  questions  that 
occur  to  me — and  then,  if  you  wish  to  question  me  after  I  get  through, 
I  will  be  very  glad  to  answer  any  Questions  that  I  can.  I  think  that 
method  is  a  timesaver.  I  have  endeavored  to  anticipate  some  ques- 
tions and  to  answer  them. 

As  a  citizen,  I  am  intensely  interested  in  some  such  legislation,  be- 
cause for  over  a  quarter  of  a  century  I  have  felt  it  to  be  absolutely 
necessary.  I  mentioned  the  matter  m  my  talk  before  the  monetary 
convention  at  Indianapolis  some  20  years  ago,  where  I  was  sent  as  a 
delegate  from  Texas,  and  where  I  introduced  the  first  postal-savings 
resolution  which  was  ever  introduced  in  any  convention  in  this 
country.  We  had  a  hard  fight  on  that,  but  it  was  finally  referred  to 
the  executive  committee  for  action.  I  mentioned  the  matter  of  rural 
credits  there  as  being  in  connection  with  postal  savings,  as  an  out- 
come of  postal  savings,  as  it  has  been  in  some  foreign  coimtries. 

In  the  eighties,  after  resigning  a  good  position  in  the  Bank  of 
Montreal,  61  Wall  Street,  I  represented  the  Scottish  American  Mort- 
gage Co.,  of  Edinburgh,  Scotland,  for  effecting  loans  on  Minnesota 
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farms.  Later,  when  my  health  gave  way  and  the  doctors  ordered  me 
South,  I  secured,  after  my  recovery  there,  the  Texas  agency  of  the 
same  company,  and  in  addition  several  other  foreign  and  domestic 
connections.  Out  of  about  $2,500,000  loaned  during,  say,  11  years  in 
Minnesota  and  Texas,  not  a  dollar's  loss  was  sustained  during  my  ad- 
ministration. There  were  some  foreclosures,  but  very  few.  I  can 
conservatively  say  within  two  dozen,  and  these,  as  a  whole,  paid  out 
in  final  disposition  of  the  properties. 

Two  main  questions  arise  in  my  mind  in  connection  with  the  legis- 
lation here  presented.  Our  Nation  has  just  ^ven  to  one-half  its 
population,  the  commercial  half  we  will  call  it,  represented  by  its 
towns  and  cities,  a  bill  that  will  amply  care  for  their  financial  wants. 
But  the  farmer,  representing  nearly  the  entire  other  half  of  the 
Nation,  is  still  to  be  likewise  looked  after,  even  if  only  with  a  reason- 
able beginning.  You  may  say  all  you  please  about  the  town  bank, 
or  the  small  village  bank  being  a  friend  of  the  farmer.  I  have  been 
there,  and  can  talk  right  off  tne  bat  on  that  subject.  In  connection 
with  our  mortgagee  business,  my  partner,  Frank  Dyckmaii,  and  I 
established  what  is  to  this  day  known  in  Minnesota  as  the  State 
Bank  of  Sleepy  Eye.  When  we  started  that  bank  there  were  about 
lOO  people  in  the  town.  We  were  mighty  glad  to  have  the  farmer's 
business.  He  was  a  great  friend.  But  as  the  town  filled  up  with 
merchants  and  business  men  we  found  that  the  money  which  the 
fcrmer  was  depositing  as  really  going  to  the  merchants.  It  was 
quite  natural.  The  merchant  was  our  next-door  neighbor,  both  in 
business  and  socially.  He  could  reciprocate  by  sending  us  a  new 
customer  most  every  day,  and  in  other  ways  ne  could  reciprocate, 
whereas  the  farmer  could  not.  And  the  personal  contact  was  such 
that  it  was  natural  j  we  found  our  business,  the  farm  business  as  it 
began,  finally  growing  into  a  town  and  city  business.  I  always  re- 
gretted that  it  was  so,  but  that  was  the  fact,  and  I  saw  it  in  other 
places  as  well  as  our  own. 

The  first  question  which  occurs  to  me,  then,  is :  Will  this  bill,  even 
if  so  framed  as  to  secure  the  15  to  1  credit  line  proposed  therein, 
give  needed  relief  to  the  agricultural  sections  of  tne  United  States, 
or  prove  even  an  entering  wedge  in  that  direction?  And  the  second 
question,  like  unto  it:  Wnere,  supposing  the  farmers  possess  $10,000 
to  invest  in  the  initial  capital  or  such  an  association — which  per- 
wnallv  I  believe  is  quite  possible  now  in  many  sections  of  the  coun- 
try—from what  source,  I  say,  will  they  be  able  to  secure  a  credit  line 
of  15  to  1? 

To  the  first  question  I  answer:  Certainly  this  bill  is  in  the  right 
direction,  but  does  not  go  far  enough.  No  matter  how  much  capital 
a  merchant  or  a  manufacturer  has,  occasionally  some  outside  help, 
some  bank  accommodation  is  needed.  There  are,  of  course,  excep- 
tions; but  I  am  talking  of  the  general  rule.  So  with  the  farmer. 
And  while  you  are  making  it  possible  for  him  to  mortga<re  real 
estate  in  order  to  buy  or  improve  it,  you  must,  if  this  plan  is  to  be 
at  all  effective,  give  him  some  short-term  accommodati(m.  This 
can  not  be  done  with  the  $10,000  capital  he  puts  up,  because  that 
sum  is  needed  for  the  mortgage  turnovers,  as  a  basis  for  his  15  to  1 
mortgage  credit.  You  must  give  the  farmers  of  this  country  a 
chance  to  trade  in  money — that  is,  loose  change — among  themselves. 
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This  ia  what  they  need,  and,  in  my  judgment,  from  actual  experience 
I  think  they,  as  a  class  in  the  United  Stat^  need  this  as  much  as 
and  more  than,  they  do  cheap  money  with  which  to  buy  and  improvi 
their  places. 

This  bill  in  its  stock  plan  provides  ^^  for  d^osits  only  up  to  one- 
half  the  capital  and  surplus" — a  mere  bagatelle,  and  aosolutely 
useless.  Neither  are  the  deposits  proposea  under  this  bill  ade* 
(][uately  circumscribed.  What  is  needed  will  be  a  larger  deposit 
Ime  and  greater  circumscription  of  these  deposits.  Ordinaruy  it 
requires  about  $2.50  of  deposits  to  every  $1  of  cajpital  in  order  to 
meet  the  ordinary  expenses  of  any  banking  proposition,  and  when  the 
ratio  of  5  to  1  is  reached  there  is  a  fair  profit.  I  am,  of  course, 
talking  of  a  small  $10,000  concern,  such  as  this  bill  creates,  and  some 
people  will  consider  my  figures  even  too  low.  Please  do  not  think 
that  a  large  income  will  accrue  from  the  mortgage  department  of 
such  a  concern — these  $10,000  concerns.  If  in  a  small  community 
150  $1,000  mortgage  loans  are  made  in  a  year,  or  75  $2,000  loans,  it 
will,  in  my  opinion,  be  "  going  some."  According  to  the  bill,  this 
will  only  bring  in  a  gross  profit  of  $1,500— $1,500  on  150  $1,000 
mortgages.    Is  that  not  right,  Mr.  Mosst 

Mr.  Moss.  Your  computation  is  correct,  but  I  prefer  you  give 
your  own  interpretation,  because  your  interpretation  is  not  mine. 

Mr.  ScuDDER.  Yes.  Deduct  from  this  $1,500  all  the  expenses  of 
appraisal,  bookkeeping,  fiduciary  care,  selling  expense,  office  rental, 
labor  of  collecting,  interest,  and  looking  after  tax  payments,  and  so 
forth,  and  if  there  is  very  much  profit  left  out  of  the  $1,500,  I  would 
be  surprised. 

To  come  to  the  point,  I  would  recommend  that  both  the  stock  and 
the  cooperative  associations,  provided  for  in  this  bill,  be  allowed  to 
taJje  deposits  in  unlimited  amounts.  I  would  throw  around  it  cer- 
tain strict  rules,  even  so  far  as  paying  interest.  I  believe  that  1 
should  prohibit  interest  allowance  on  demand  deposits  outside  of 
perhaps  Government,  State,  or  county  deposits.  They  are  not  so 
liable  to  be  called  for  arbitrarily.  I  do  not  widi  to  be  called  ultra- 
conservative,  but  I  think  to  pay  interest  on  demand  deposits  which 
*are  subject  to  call  at  any  time  is  a  dangerous  proposition.  But  more 
especially  would  I  throw  safeguards  around  the  investmwit  of  the 
deposits — such  a  rule,  for  instance,  providing  that  this  rule  does  not 
applj^  to  the  purchase  of  United  States  bonds  or  such  other  savings 
securities  as  are  approved  by  the  Secretary  of  the  Treasury  or  com- 
missioner under  him:  No  deposits  which  are  payable  within  one 
J  ear  shall  be  used  or  invested  in  any  paper  or  obligation  maturing 
eyond  one  year,  and  then  only  after  a  reserve  of  15  per  cent  has  been 
put  by.  One-third  of  this  reserve  to  be  in  cash,  tne  remainder  in 
cash  or  on  deposit  with  one  or  more  banks  which  are  members  of  the 
Federal  reserve  system.  Such  paper  or  obligation  purchased  or 
invested  I  would  make  subject  to  rules  promulgated  by  the  com- 
missioner or  under  the  direction  of  the  Secretary  of  the  Treasury, 
and  I  would  then  even  require  that  the  paper  be  initialed  by  two 
officers  of  the  bank  or  two  directors  or  one  officer  and  one  director,  or 
one  officer  and  the  fiduciary  agent  of  the  bank,  but  make  it  very  strict 
in  the  way  of  the  class  of  investments  representing  these  demand 
deposits. 
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I  want  to  call  your  attention  to  this  fact,  that  while  it  is  a  splendid 
provision,  and  I  am  glad  it  is  in  the  bill,  I  really  believe  that  some 
years  will  elapse  before  the  "cooperative"  or  mutual  associations 
would  be  organized  under  this  bill. 

My  reasons  for  that  are  these:  "Cooperation"  means  close  asso- 
ciation, "  mutuality  "  means  the  closest  kind  of  personal  association, 
and  we  have  not  got  that  in  many  sections  of  our  countrv  yet.  In 
Europe  it  is  all  over.  Every  section  of  Europe  is  so  thickly  settled 
that  you  >  can  get  that  mutuality,  that  cooperation  in  every  small 
community  over  there.  But  there  are  verj^  few  communities  in 
America  that  are  in  that  condition  at  the  present  time.  Everyone 
must  admit  that  there  are  only  a  very  few  such  in  the  United  States. 
I  think  the  mutual  idea  was  very  well  illustrated  by  that  Italian 
brmer  who  wrote  to  one  of  the  American  commissions,  or  of  the 
United  States  commission,  I  have  forgotten  which,  in  this  way :  He 
was  asked,  as  I  understand  it,  to  describe  his  mutual  concern  and 
its  workings  in  a  few  words.  ""Well,"  he  said,  *' we  are  a  hundred 
all  spying  on  each  other,  to  see  that  no  one  makes  any  mistake." 

That  is  a  good  illustration  of  the  mutual  idea.  It  takes  accjuaint- 
ance,  close  association,  to  create  a  mutual  alFair  that  will  work  out 
in  the  banking  line.  It  might  not  be  so  necessary  commercially, 
but  in  the  banking  line  it  will  be  absolutelv  necessary.  Then  a'rjiiii, 
another  reason  why  the  mutual  concern  will  not  start  as  lon^  as  you 
have  a  stock  plan,  is  the  fact  that  our  people  here  have  been  educated 
largely  to  the  double  liability  proposition,  and  they  do  not  want 
any  "  unlimited  liability."  I  asked  a  farmer  which  he  would  prefer, 
to  take  $25  or  even  four  $25  shares  in  a  "mutual"  with  unlimited 
liability,  or  $100  in  a  stock  company  with  only  double  liability? 
"Well,"  he  said,  "if  I  had  no  more  than  the  $-25*1  would  wait  until 
Ihad  $75  more  and  then  put  it  into  the  'stock  company,'  I  do  not 
want  any  'unlimited  liability- — not  in  mine."  And  tliat  will  be 
the  feeling  among  especially  the  intelli<rent  farmers  of  the  ITiiited 
States.  A  large  pail;  of  them  are  now  small  stockholders  in  country 
banks,  and  they  know  what  "liability"  means.  They  know  the 
meanine  of  it. 

But  I  think  it  is  a  very  good  thing  to  have  it  in  the  bill,  and  I 
have  no  doubt  that  the  time  will  come,  and  that  not  so  very  far  dis- 
tant, among  the  little  farmers  in  America  when  that  i)roposition  will 
be  taken  up,  and  it  will  come  when  this  country  is  more  settled  \\\y 
and  the  farms  are  split  up  into  small  acreages  as  they  are  in  1  Jiro[)e. 
I  have  named  so  large  a  reserve  as  15  per  cent,  Mr.  Chairman,  in 
my  proposition  for  the  demand  deposits,  because,  while  I  hope  some 
day  these  farmers'  institutions  may  be  all  bound  together  under  one 
wliole  system,  such  as  the  commercial  banks  now  are,  this  bill  does 
not  provide  for  any  such  thing  as  that,  and  makes  them  separate  and 
distinct  bodies,  each  one  standing  on  its  own  bottom ;  and  you  must 
remember  that  if  you  establish  a  system  of  this  kind  you  must  make 
the  "credit"  sound — their  credit  must  be  absolutely  sound,  and  it 
will  be  necessary  for  them  to  keep  up  a  larger  reserve  than  the  banks 
would  have  to  do  which  are  under  the  new  Federal  system  and  whose 
Koembers  have  some  higher  source  to  go  to  for  any  extraordinary 
needs. 
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And  now  as  to  my  second  question — a  ready  market  for  these  boiid% 
sufficiently  active 

Mr.  Hates  (interposing).  Excuse  me.  Before  you  pass  to  that  Ij 
want  to  ask  you  one  question :  If  you  are  going  to  allow  unlimitej^ 
deposits,  what  provision  are  you  going  to  make  for  loaning  the  do^: 

Kisits?  The  bill  provides,  as  I  recall,  for  loaning  only  to  member& 
:>  von  consider  that  that  would  be  a  sufficient  market  for  the  loans! 

Mr.  ScuDDER.  No,  sir;  I  would  not  restrict  the  loans.  The  bill  in 
itself  provides  only  that  the  mutuals  or  the  cooperative  associations 
under  this  bill  shall  be  allowed  to  take  deposits  in  unlimited  amounts, 
and  the  bill  refers,  I  suppose,  in  its  authority  for  loaning  to  thai 
particular  class. 

Mr.  Hates.  But  let  me  understand  you.  You  were  willing  to  allow 
the  stock  bank  to  loan  to  any  person? 

Mr.  ScuDDER.  Oh,  yes;  as  long  as  it  stood  by  its  rules — the  rules 
promulgated  for  it. 

Mr.  Hates.  And  did  you  consider  whether  or  not  that  would  de- 
strov  the  very  purpose  which  we  are  striving  to  accomplish  ? 

Mr.  ScuDDER.  I  am  coming  to  that  a  little  later.  That  is,  you  are 
afraid  it  might  disturb  things  by  creating  competition  with  the  other 
banks? 

Mr.  Hates.  Yes ;  and  bring  them  into  the  same  situation  you  were 
describing  when  I  came  in,  with  reference  to  banks,  where  these  banks 
would  simply  become  joint-stock  conunercial  banks  rather  than  farm 
banks. 

Mr.  ScuDDER.  I  am  coming  to  that  a  little  later. 

Now,  as  to  my  second  question :  A  ready  market  for  the  bonds  or 
a  sufficiently  active  market  to  warrant  a  credit  aggregate  of  15  to  L 
You  will  not  be  able  to  find  this  market  in  Europe ;  at  least,  not  un- 
til we  establish  the  market  in  this  country.  That  has  been  the  history 
of  all  investments — our  investments.  We  have  first  got  to  establidi 
the  thing  here  before  we  can  expect  any  help  from  Europe,  and  I 
make  the  deliberate  statement,  after  much  thought,  that  "  some  Gov- 
ernment help  "  to  start  this  thing  is  absolutely  necessary,  and  it  must 
be  in  some  direction  outside  of  Government  "  deposits."  I  say  to 
start  it,  because  really  that  is  all  that  is  needed  just  now.  And  I 
have  what  I  believe  to  be  a  conservative  and  reasonable  suggestion 
to  offer  which  will  prove  a  sort  of  compromise  between  those  who 
ask  "  that  the  Government  should  guarantee  the  bonds  to  be  issued 
by  such  institutions  "  and  those  demanding  "  that  the  Nation  keep  its 
hands  off."  It  may  seem  a  very  small  sum  to  mention,  but  sometmies 
a  small  lever  lifts  thousands  of  pounds.  There  are  now  about  $40,- 
000,000  of  postal  savings  in  that  particular  fund.  These  come  from 
the  small  people  all  over  the  United  States — many  of  these  people 
huddled  in  the  cities,  but  who  ought  to  be  out  in  the  country,  and 
I  feel  pretty  sure  that  some  of  them,  if  not  many,  are  going  to  be 
induced  to  go  there  by  this  very  rural-credit  movement.  Why  should 
not  their  money  be  used  for  their  benefit  and  not  for  the  benent  of  the 
commercial  banks  who  have  enough  help  and  have  recently  been 
given  added  strength  and  privileges  through  the  national-reserve 
bill? 

I  would  incorporate  in  this  bill  before  you  a  provision  requiring 
that  not  less  than  one-half  nor  more  than  60  per  cent  of  the  postal 
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avingB  deposits  shall  be  "  invested,"  not  in  the  banks  nor  in  their 
nortgages,  but  in  the  bonds  to  be  issued  under  the  provisions  of  this 
rilL  Of  course,  due  discretion  would  be  given  to  the  trustees  of  the 
postal  savings  banks^  so  that  they  could  determine  purchases  of  these 
bcrnds  only  after  being  convinced  that  the  banks  issuing  them  had 
eomplied  with  all  the  requirements  laid  down  by  the  provisions  of 
this  Dill,  and  such  other  rules  and  provisions  as  may  be  promulgated 
bv  the  Treasury  Department.  If  you  thing  the  Government  and,  I 
yml  say,  any  otner  holder  of  such  bond  shoiild  have  additional  secur- 
ity, you  can  add  to  the  mortgage  security  by  making  the  holders  of 
these  bonds  "preferred  creditors"  to  the  extent  of  the  entire  capital 
and  surplus  of  the  bank.  This  would  add,  even  in  the  extreme  case 
of  a  15  to  1  issue,  a  margin  of  6J  per  cent  to  the  already  good  margin 
under  the  mortgage.  This  would  mean  that  those  people  depositing 
their  cash  in  such  oanks  would  need  to  possess  nil  the  more  oc^nfidence 
in  the  management  of  the  banks  before  they  would  entrust  their  funds 
to  them.  Personally,  I  do  not  believe  such  a  provision  would  be  nec- 
essary, because  the  property  margin  is  already  ample,  and  in  most 
instances  some  liquidaticn  assets  would  still  remain  after  payment 
of  all  depositors.  The  very  purchase  of  these  bonds  by  the  Govern- 
ment, even  in  the  small  way  I  have  mentioned — say,  about  $20,000,000 
of  the  $40,000,000  of  postal  savings — would.  I  am  sure,  establish  at 
once  before  the  world  the  credit  of  these  farm  mortgage  and  deposit 
societies.  Bemember,  please,  that  the  postal  savings  bank  is  only  in 
its  infancy  and  that  even  only  a  slightly  better  rate  of  intere.st  would 
largely  increase  these  deposits.  Various  States  would  soon  follow 
mit,  tnroujgh  pressure  on  them  from  farming  communities  for  some 
hare  of  tne  State's  investment  funds,  now  going  into  every  other 
onceivable  channel  but  that  of  encouragement  to  agi-iculture.  And 
I  my  judgment  it  would  not  be  very  long  before  foreign  as  well  as 
QF  domestic  investment  channels  would  I'eco^iize  the  strength  of 
lese  SS-year  bonds  and  allow  them  to  flow  their  wav.  I  would  cer- 
linly  leave  in  the  bill  that  provision  authorizing  the  "  deposit "  of 
lie  United  States  court  funds,  and  also  postal  savings:  but  clearly 
equire  that  these  deposits  must  be  treated  like  all  other  deposits; 
tiat  is,  kept  liquid,  not  be  tied  up  in  any  long-time  propositions.  If 
bought  necessary,  a  sufficient  number  of  these  short-time  loans  could 
e  deposited  with  the  Government  fiduciary  agent  to  amply  j^rotect 
hese  strictly  "  Government  deposits." 

I  am  referring,  you  see,  to  the  Government  "  deposits,"  which  are 
n  contradistinction  to  the  "  investment  in  the  bonds."  In  my  opin- 
on  there  ia  no  more  danger  in  allowing  the  institutions  created  under 
his  bill  stock  companies  as  well  as  the  mutuals,  to  take  deposits 
n  unlimited  amounts,  providing  you  protect  those  deposits  by  proper 
•ules,  than  there  is  danger  in  allowing  commercial  banks — as  you  now 
lave  done  under  the  new  banking  act — to  make  real -estate  loans; 
)ecause  you  have  hedged  this  privilege  about  by  reasonable  restri(!- 
ions  which  make  for  conservatism.  The  farmers  of  the  country  will 
iikdy  be  (lie  only  ones  to  deposit  in  these  institutions,  whether  they 
be  stock  or  cooperative,  and  that  is  just  as  it  should  be.  My  only 
ooncem  is,  Will  there  be  sufficient  of  these  deposits  to  make  the 
project  really  pay?  And  I  will  answer  this  by  saying  this  will  1x5  a 
certainty,  at  least  in  a  number  of  communities,  and  very  likely  some 
of  the  l>anks  now  in  those  localities  will  even  see  it  to  their  interest 
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to  come  into  this  rural-credit  system.  Doubtless  a  cry  will  at  onoe  ga 
up  from  some  of  those  very  sections,  and  it  maj  be  from  other  aaei 
tions  of  the  country,  to  the  effect  that  their  business  will  be  injuni| 
That  is  just  what  they  said  when  I  proposed  the  postal  savings  ban 
OTstem,  20  years  years  ago.  Now,  tney  all  agree  it  is  one  of  the  bo^ 
things  this  Government  could  have  done. 

This  same  "  opposition  "  was  put  up  by  the  banks  throughout  thee 
United  States  when  the  new  currency  bill  was  submitted.  Four  Ukw* 
sand  delegates  hooted  me  in  Boston,  at  the  last  annual  bankffliiP 
convention,  because  I  dared  stand  for  the  main  principles  of  the  acL 
Now,  listen — nearly  every  national  bank  has  called  for  application 
papers,  and  State  banks  in  many  spots  are  pleading  with  their  legidi- 
tures  to  make  the  same  thing  possible  for  them.  It  seems  to  me, 
gentlemen,  this  is  a  safe  rule  in  the  finance  or  economy  of  any  nations 
whatever  is  of  immediate  relief  and  benefit  to  the  whole  country  will 
prove  a  blessing  to  every  particular  class  in  the  end.  And,  made 
you,  please,  the  banker  never  comes  in  at  the  tail  end;  he  is  one  of 
the  first  to  get  his  fingers  on  the  beneficent  results  of  any  great 
movement. 

My  strong  impression  is  that  Senator  Fleteher's  first  impression 
is  correct,  namely,  that  these  two  matters,  "long-time  credit"  and 
"  short-term  accommodation,"  will  work  together  harmoniously.  In 
this  country  they  are  meant  to  go  together  and  not  to  be  separated^ 
as  they  are  in  Europe.  The  beginning  will  be  small,  but  all  great: 
things  start  out  that  way.  My  personal  desire  would  be  to  have 
these  scattered  institutions  linked  somewhat  on  the  new  regional  Fed- 
eral bank  plan.  Some  day  I  believe  it  will  be  so.  But  for  the  pres- 
ent, while  m  its  infancy,  probably  it  will  be  wisest  to  start  the  move- 
ment somewhat  as  the  Government  launched  the  national  banking 
system  50  years  ago — as  individual  units  and  with  a  modicum  of  aid- 
But  let  this  aid  be  a  real  one,  and  not  only  on  paper.  The  simple 
"  deposit "  by  the  Government  of  the  postal  savings,  as  proposed  in  this 
bill,  would  really  be  most  dangerous,  because  these  mortgage  associa- 
tions would  at  once  proceed  to  tie  such  deposits  up  in  long-time  loans 
while  still  responsible  to  the  Government  for  repayment  "on  de- 
mand." The  Government  of  the  United  States  could  instantly  break 
every  bank  in  the  land.  It  is  no  answer  to  say  that  the  Government 
*'  would  not  do  such  a  thing " ;  the  very  fact  that  it  could  would 
from  the  very  start  destroy  the  "  credit "  of  these  banks  or  farmers' 
deposit  companies  before  the  world.  On  the  other  hand,  why  should 
not  the  United  States  "  invest "  one-half  or  even  60  per  cent  of  the 
postal  savings  in  the  actual  bonds  of  these  institutions?  They  arc 
supervised  by  the  Government  and  have  a  large  property  margin,  as 
is  nerein  provided  for.  Surely  the  United  States  is  in  much  stronger 
position  than  any  of  the  New  England  or  New  York  mutual  savings 
banks,  which  have  always  made  it  a  practice  to  invest  largely  in  long- 
time bonds,  including  those  on  railroad  security,  and  even  on  some 
industrials.  And  if  such  an  inconceivable  thing  did  happen  as  the 
withdrawal  of  over  half  of  the  postal  savings  at  any  one  time,  out 
Grovemment's  credit  would  be  mighty  small  if  it  could  not  provide 
for  that  contingency.  I  am  satisfied  that  we  can  not  create  a  market 
for  these  bonds  abroad  until  we  have  established  a  market  for  them 
here.    That  is  the  history  of  all  investments.     I  am  also  satisfied 
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hat  no  beginning  can  be  made  in  the  United  States  unless  the  Gov- 
omment  is  willing  to  give  the  movement  some  more  effective  aid 
iiBXi  simply  "  supervision,"  and  that  what  I  have  suggested  will  be 
effective  enough  in  the  beginning,  provided  the  infant^  feet  are  not 
amputated  by  denying  the  "  deposit  privilege  "  to  the  youngster.  No 
mere  real-estate  mortgage  plan  is  going  to  satisfy  the  American 
farmer.  Place  all  the  restrictions  about  a  deposit  and  short-term 
mcoommodation  plan  you  like,  but  establish  the  principle. 

There  are  one  or  two  details  in  the  bill  which  I  would  like  to  men- 
tion before  finishing.    Some  of  them  are  comparatively  unimportant. 

But  take,  for  instance,  the  name 

Senator  Holus.  Which  bill  are  you  referring  to  now  ? 
Mr.  ScuDDBR.  Either  one;  the  Senate  or  the  House  bill.    Are  they 
not  just  alike? 

Senator  Hollis.  Th^re  is  Senate  bill  2909  and  H.  R.  12585  and 
Senate  bill  4246. 
Mr.  Scuw>ER.  Oh,  yes.    This  is  4246. 

The  name  is  very  important.     You  would  not  want,  for  instance, 
a  name  that  would  conflict  with  the  present  banking  system.  National 
or  State.    If  you  called  this  institution,  for  instance,  First  National 
Farm  Land  Bank  you  would  have  a  conflict.     You  would  have  the 
First  National  Bank  on  one  side  of  the  street  and  the  First  National 
Farm  Land  Bank  on  the  other  side  of  the  street.    There  will  not 
only  be  a  mix-up  among  depositors,  one  being  taken  for  the  other, 
but  there  would  be  a  great  confusion  in  the  mails  almost  immediately. 
I  think,  too,  that  there  ought  to  be,  just  as  there  is  in  Germany  and 
all  over  Europe,  a  very  marked  difference  between  the  names  of  the 
commercial  bants  and  these  farm  banks,  and  I  have  this  suggestion 
to  offer,  that  in  the  case  of  the  stock  banks,  stock  institutions,  you 
call  them  "mortgage  and  deposit  companies,"  and  in  order  to  iden- 
tify them  with  the  national  system  put  the  initials  "  N.  A."  back  of 
the  name.    That  is  done  in  the  national  banking  system  to  this  day. 
The  Bank  of  New  York,  with  which  I  was  connected  at  one  time,  has 
the  old  name  established  by  Alexander  Hamilton,  the  Bank  of  New 
Fork,  N.  B.  A. — national  banking  association.    Everybody  knows 
it  is  a  "  national  bank."    The  Bank  of  Charleston  has  the  name  of 
the  Bank  of  Charleston,  N.  A. — national  association.    And  so  it  is 
easy  enough  to  identify  these  institutions  with  the  national  banking 
or  national  association  or  the  national  law  by  taking  some  such  name 
as  that  I  have  suggested. 

Mr.  Weaver.  Would  you  not  use  the  word  "land"  in  that  con- 
nection? 

Mr.  ScuDDER.  I  do  not  see  why  it  is  necessary.  Nobody  would 
ever  think  there  was  any  chattel  mortgage  about  it,  and  you  do  not 
want  too  lonjg  a  name.  It  seems  to  me  "First  Mortgage  &  Deposit 
Ca,  N.  A.,"  IS  a  big  enough  name. 
Mr.  Weaver.  There  are  lots  of  private  mortgage  companies. 
Mr.  ScuDDER.  Yes;  but  none  that  belong  to  the  national  associa- 
tion. First  Mortgage  &  Deposit  Co.,  N.  A.,  distinctly  describes  that 
particular  institution.  There  are  plenty  of  national  banks.  That  is 
just  the  trouble.  I  think  there  is  likelihood  of  confusion,  even  if  you 
age  the  word  "  national,"  because,  supposing  you  called  it  the  First 
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National  Mortgage  Co.,  you  will  have  a  mix-up  just  as  sure  as  yo*^ 
do  so. 

Mr.  Weaver.  I  think  vour  suggestion  is  good,  except  I  would  uaii 
the  word  "  national "  and  the  word  "  land." 

Mr.  ScuDDER.  I  just  throw  this  out  as  a  suggestion.  For  thi 
mutual,  I  would  put  the  word  "mutual"  and  not  "cooperative.'^ 
The  word  "  cooperative  "  is  rather  long  and  unwieldly ;  it  is  more  liki 
cooper.  For  the  "cooperatives,"  then,  I  should  suggest,  "Mutual 
Mortgage  Society,  N.  A.,"  so  that  there  would  be  an  siDSoIute  distine- 
tion  between  one  and  the  other.  The  stock  company,  then,  would  h 
"Mortgage  &  Deposit  Co.,  N.  A.,"  and  the  mutual  would  be  thi 
"  Mutual  Mortgage  &  Deposit  Society,  N.  A."  That  is  just  simplj 
a  detail  suggestion. 

On  page  9, 1  think,  this  is  rather  indefinite  where  it  says  "  interest 
rate  generally  prevailing  in  the  community."  I  think  if  you  just 
simply  cross  that  out  and  say  "  rate  of  interest  not  exceeaing  the 
local  rate  in  the  State  where  such  corporation  is  located,"  that  wiD 
be  so  much  simpler  and  will  not  bring  up  a  dispute  as  to  "  what  ii 
the  prevailing  rate  in  the  community."  Some  mention  was  ma<k 
that  the  amortization  36-year  period  was  too  long.  I  sincerely  hope 
there  will  not  be  any  cutting  down  of  that ;  because  if  anything  wen 
done,  I  should  say  make  it  40  years  rather  than  to  cut  it  down  to 
less  than  35. 

There  seems  to  be  a  conflict,  possibly,  under  the  clause  in  the  fifth 
section,  page  12,  which  permits  the  dismissal  of  the  officer  herein 
described  as  fiduciary  agent.  Under  the  terms  of  this  bill  it  would 
be  possible  to  force  upon  a  board  of  directors  a  man  who  might  be 
perfectly  honest,  but  would  be  disagreeable  to  them,  and  I  should 
say  he  could  be  put  out,  say,  by  a  vote  of  four  out  of  five  directors, 
where  there  are  only  five  directors,  and  two-thirds  majority'  vole 
where  there  were  more  than  five  directors. 

Mr.  Moss.  Did  you  notice  this  provision  in  the  bill?  [Indicatinl 
provision  of  bill.]^ 

Mr.  ScuDDBR.  \  es ;  but  there  might  be  a  dispute  there  as  to  whethei 
he  was  objectionable.  That  is.  somebody  mi^ht  say  he  was  objec- 
tionable, and  others  might  say  he  was  not  objectionable.  It  is  jufll 
a  thought.  Of  course,  I  would  certainly  make  his  removal  subjed 
to  the  commissioner  of  farm-land  banks,  but  what  I  wanted  to  d( 
was  to  provide  that  the  commissioner  could  not  make  a  man  staj 
there  in  the  bank  if  he  was  objectionable  to  the  majority  of  tb 
directors. 

Mr.  Moss.  Mr.  Chairman,  will  you  permit  me  to  ask  a  questioi 
there? 

Senator  Hollis.  Yes. 

Mr.  Moss.  Now,  I  would  like  to  have  you,  if  you  can,  discuss  \ 
little  more  fully  that  feature.  The  purpose  of  the  commission  b 
framing  this  bill  was  that  this  fiduciary  agent  was  made  a  Federt 
agent,  and  he  is  responsible  directly  to  the  Government  in  the  firs 
place.  He  must  not  be  objectionable  to  the  directors  when  he  i 
appointed,  but  his  appointment  must  come  from  the  Oovemmen 
directly,  and  his  responsibility  is  to  the  Government,  and  why  wooh 
you  have  him  removed  by  another  authority  than  the  Government 

Mr.  ScuDDEB.  I  think  in  a  small  bank  such  a  fiduciary  agen 
would  he  apt  to  be  a  bookkeeper,  would  he  not  ? 
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Mr.  Moss.  Quite  possible  in  a  small  bank ;  yes,  sir. 

Mr.  ScuDDER.  I  do  not  think  it  would  pay  otherwise;  the  bank 

'ould  not  make  enough  profit  to  pay  him  unless  he  did  some  other 

rark. 

Mr.  Moss.  That  was  the  idea  of  the  commission;  that  is,  that  he 
xmld  be  an  employee,  but  not  an  officer. 

Mr.  ScuDDEB.  Well,  but  imagine  a  bookkeeper  who  is  objectionable 
iofonr  out  of  five  directors,  perhaps,  who,  on  account  of  his  disagree- 
dUe  manner,  would  not  be  tolerated  in  the  bank,  and  yet  the  com- 
Boasioner  would  have  the  right  to  keep  him  there. 

Mr.  Moss.  Would  you  have  the  bill  so  framed  that  the  fiduciary 
agent  would  have  to  accept  a  position  under  the  bank ;  for  instance, 
would  have  to  be  made  an  employee  of  the  bank? 

Mr.  ScuDDER.  Well,  I  think  in  small  places  the  postmaster  might 
ict  as  fiduciary  agent,  but  I  think  in  most  cases  the  fiduciary  agent 
woald  have  to  be  in  the  bank,  because  the  transactions  are  there,  and 
he  would  have  to  initial  the  books,  and  perhaps  the  paper  itself;  and 
I  think  that  this  bill  ought  to  provide  lor  a  deputy,  because  if  your 
fiduciary  agent  is  sick  you  have  no  provision  in  there  for  anyone 
to  take  his  place,  and  the  business  of  the  day  might  be  blocked  and 
could  not  proceed — could  not  make  a  mortgage.  T  imagine  that  in 
most  places,  in  smaller  banks,  the  bookkeeper  or  some  enij)loyee  of 
the  bank  would  be  the  fiduciary  agent. 

Now,  I  take  up  another  provision  of  this  hill :  T  think,  where  the 
capital  runs  up,  say,  over  $10,000,  it  is  ])ossibIe  that  there  niicrht  be 
a  very  lar^e  concern  started  under  this  bill,  $100,000,  or  $t200.()00,  or 
$500,000,  m  which  case  I  tliink  1  per  cent  for  tlie  running  expenses 
of  a  mortgage  bank  is  excessive.  For  small  institutions  1  per  rent 
profit  on  mortgage  business  is  not  excessive:  but  if  you  come  to  a 
Tery  large  institution — and  I  know  because  I  did  a  very  hirge  mort- 
gage business,  and  I  found  that  as  this  business  grew  the  profits  were 
proportionately  much  greater  and  the  expenses  proportionately 
less—and  so  I  would  suggest  that  you  have  some  provision  where 
the  capital  runs  up  into  large  amounts  that  this  percentage  of 
charge  which  under  this  bill  is  fixed  at  1  per  cent  for  all  he  reduced. 
I  think  that  would  be  right. 

Mr.  Hayes.  Do  you  think  it  is  desirable  to  encourage  the  forma- 
tion of  large  societies  of  wealthy  capitalists? 

Mr.  ScuDDER.  I  do  not,  sir.  Pei-sonally,  T  would  Restrict  it  to 
$50,000. 

Mr.  Hayes.  Why? 

Mr.  ScuDDER.  Well,  because  you  want  this  system  to  be  operated  in 
the  farming  communities.  You  do  not  want  a  big  institution,  for 
instance,  in  New  York,  with  a  large  capital,  to  come  out  there  con- 
trolling, say,  a  capital  of  $500,000  or  $1,000,000.  T  think  it  would 
be  a  great  mistake. 

Mr.  Hayes.  Why?  I  do  not  understand  whv  it  would  not  be 
desirable,  and  very  desirable,  to  have  $500,000  oi  money  from  New 
Yoik  come  out  in  the  farming  districts.    I  do  not  see  it. 

Mr.  ScuDDER.  I  tJiink  if  New  York  wants  to  put  out  the  money 
it  can  buy  the  "  bonds." 

Mr.  Hates.  That  is  all  right;  they  may  want  them,  but  if  they 
do  not  want  them  why  should  we  object  to*  their  putting  their  money 
out  and  making  it  possible  to  form  big  mortgage  assoc\al\oTvs>'l    \ 
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would  like,  if  you  have  any  reason  except  your  sentimental  reaaoi 
to  hear  it. 

Mr.  ScuDDER.  Well,  I  think  the  "  expense  "  of  a  New  York  bank- 
of  course  they  pay  big  salaries  to  their  offices — could  be  made  I 
absorb  a  large  "profit"  through  the  payment  of  large  salarief 
That  is  a  well-known  fact. 

Mr.  Hayes.  Yes ;  but  if  they  are  limited  to  the  1  per  cent  I  di 
not  see  why  that  should  interest  the  farmer,  so  long  as  the  f arma 
would  not  have  to  pay  any  more. 

Mr.  ScuDDER.  Well,  I  dfiffer  with  jou.  The  wrong  to  the  farni«( 
might  be  corrected  by  that  suggestion  I  made  about  reducing  tin 
amount  of  charge  below  1  per  cent  against  the  farm  lands.  Thil 
might  correct  it. 

Mr.  Platt.  You  do  not  think  that  the  capital  for  these  banks  ca 
be  raised  entirely  among  the  farmers,  do  you? 

Mr.  ScuDDER.  Well,  I  think  in  time  it  is  apt  to  be  so  under  thii 
bill.  The  operation  of  it  will,  I  think,  commence  in  the  countij 
districts.    I  believe  so. 

Mr.  BuLKLEY.  Supposing  that  you   limited  the  amount   of 
charge  in  the  case  oi  a  very  large  bank,  could  not  that  bank,  goi 
into  competition  with  the  smaller  bank,  practically  reduce  the  cnarj 
all  the  way  around? 

Mr.  ScuDDER.  That  is  to  say,  if  there  were  a  large  bank  start 
out  from  Philadelphia  or  New  York  that  it  might  do  the  busineai 
cheaper? 

Mr.  BuLKLEY.  You  compel  it  to  do  the  business  cheaper  accord- 
ing to  your  suggestion. 

Mr.  ScuDDER.  Yes. 

Mr.  BuLKLEY.  Then  how  would  the  smaller  bank  get  business  at 
all,  or  would  they  have  to  reduce  to  the  same  rate  as  the  big  bank? 

Mr.  ScuDDER.  Yes;  I  think  that  would  be  true.  One  result  of  the 
bill  would  be,  if  you  do  not  limit  the  capital,  that  the  large  institu- 
tions would  crush  the  small  ones. 

Mr.  Hayes.  Would  drive  them  out  of  business  ? 

Mr.  ScuDDER.  Sure;  although  cutting  down  their  profit  source 
might  somewhat  operate  against  their  entering  distant  or  smaller 
fields. 

Senator  Hollis.  That  is  because  they  can  operate  with  smaller 
expenses? 

Mr.  Hayes.  That  is  what  I  mean.  If  they  were  operating  on  the 
same  basis  they  would  not  be  able  to  compete,  but  if  they  were 
allowed  or  prevented  from  making  profits  of.  say,  above  one-half  of 
1  per  cent,  of  course,  they  could  reduce  their  loans  and  drive  the 
small  institutions  to  the  wall ;  they  could  not  get  any  business. 

Mr.  ScTJDDER.  That  might  be  so  if  they  could  once  get  into  the 
field  and  make  such  competition  possible.  Now  to  proceed :  I  think 
I  saw  some  place  where  the  commissioner  was  not  authorized  to  own 
any  stock.  Yes ;  here  it  is :  "  The  commissioner  is  not  authorized  to 
own  any  stock  in  any  farm-land  bank/'  I  do  not  think  he  ought  to 
own  anv  stock  in  any  bank.  He  ought  to  be  like  the  Comptroller 
of  the  Currency ;  he  ought  not  to  be  allowed  to  have  any  stock  any- 
where. Then,  I  think  where  you  allow  branch  banks  there  ought 
to  be  some  clause,  "  under  the  rules  and  regulations  approved  by  the 
commissioner  or  by  the  Secretary  of  the  Treasury,"  or  whoever  else 
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|a8  the  authority  both  in  that  matter  and  the  sales  agency  matter, 
^t  would  be  well  to  have  it  so. 

I  think  that  is  all.  I  am  ready  to  answer  any  questions  that  may 
hive  occurred  to  you  while  I  spoke. 

Mr.  Hayes.  I  would  like  to  have  you  discuss,  if  you  will,  the  propo- 
rition  of  whether  a  general  deposit  business  would  not  be  very  likely 

destroy  the  purpose  we  have  in  view  in  organizing  these  l>anks. 
■  Mr.  ScuDDER.  What  is  the  purpose? 

Mr.  Hates.  Well,  the  principal  purpose  is,  of  course,  to  meet  the 
Mds  of  the  farmer,  especially  for  long-time  loans.  I  think  his 
tads  are  fairly  well  met  now  for  short-time  loans.  Perhaps  he  has 
to  pay  a  little  high  rate  of  interest  sometimes.  If  the  farmer  has  any 
credit,  he  can  generally  get  loans  somewhere,  but  I  think  the  great 
tod  is  for  long-time  loans,  easy  payments,  and  a  low  rate  of  inter- 
est. That  is  what  I  am  most  impressed  with.  The  thing  that  oc- 
forred  to  me  is  that  if  you  allowed  them  to  take  deposits  generally 
ind  do  a  general  commercial  business,  such  as,  of  course,  is  more 
mofitable  to  the  bank,  would  not  that  necessarily  have  a  tendency  to 
aestroy  the  long-time  loan  feature? 

[^  Mr.  ScuDDER.  Mr.  Hayes,  I  think  there  is  a  difference  between  us 
in  the  very  start  off.  I  believe  that  there  is  more  necessity  for  help- 
kg  the  farmer  in  respect  to  short-term  accommodation  than  there  is 
to  help  him  in  long-term  mortgages.  I  believe  that  this  country 
Requires  some  such  proposition  to  help  the  farmer,  no  matter  how 
much  money  you  furnish  to  reduce  the  interest  he  pays  on  his  real- 
estate  mortgage.  You  must  remember  he  is  mortgaged  almost  up  to 
the  hilt.  dRie  farmers  of  this  country  owe  something  like  $3,000,- 
100,000  on  real-estate  mortgages.  Under  this  bill  I  believe  a  big 
belp  will  be  given  the  farmer  in  that  respect.  There  will  be  a  re- 
Funding — ^there  will  be  a  reduction  of  interest.  But  you  must  so 
farther.  He  needs  more  banking  facilities.  Then,  you  can  not  estab- 
lish a  small  institution  of  $10,5f)0  and  make  it  ''pay  expenses  and 
earn  a  fair  dividend  "  by  simply  doin^  a  "  real  estate  mortgage  busi- 
ness.'' It  would  be  absolutely  impossible  to  form  a  stock  company 
to  do  a  mortgage  business  if  it  were  only  allowed  to  take  deposits 
only  to  the  extent  of  one-half  of  its  capital  and  surplus.  There 
would  not  be  enough  money  out  of  the  ''  profit-and-loss  account "  to 
pay  expenses.  And  I  am  not  thinking  of  big  expenses;  I  am  think- 
ing of  the  expenses  that  I  incurred  when  I  was  a  little  banker  out 
in  Minnesota,  and  I  was  veiy  glad  if  I  could  make  $1,000  gi*oss  a 
year  in  the  beginning.  And  you  must  remember  you  have  got  a  fidu- 
ciary a^nt  and  inspector  to  pay,  and  in  some  cases  there  will  be 
an  additional  bookkeeper  who  will  have  to  get  at  least  u  hook- 
keeper's  wage. 
Mr.  Platt.  Is  that  so? 
Mr.  ScuDDER.  Sir? 

Mr.  Platt.  Building  and  loan  associations  are  run  without  any 
bookkeeper's  wages. 

3lr.  Scuddeb.  You  would  find  in  this  case  the  responsibility  of  the 
business  to  the  Government  would  require  you  to  pay  some  salaries. 
You  might  be  able,  as  I  said,  in  the  start  off,  in  some  places,  to  <ret 
Ehe  postmaster  to  act  as  fiduciarv  agent;  or  probably  a  director  of 
he  bank — ^no;  it  could  not  be  a  ciirector:  but  in  most  cases  you  will 
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have  to  have  some  one  in  the  bank  who  is  connected  with  the  acftnal 
business  of  the  bank,  i.  e.,  loaning  money. 

Mr.  Hayes.  Would  you  not  have  an  idea  that  plenty  of  good, 
intelligent  farmers,  in  a  small  community,  would  be  glad  to  act  at 
fiduciary  agent  for  a  nominal  salary  that  would  be  absolutely  trust- 
worthy and  all  right? 

Mr.  Sgudd£r.  lou  mind  find  a  farmer,  near  a  village  that  had  a 
bank,  who  would  be  glad  to  come  in  and  act  as  such  agent;  but  yoa 
have  got  to  have  him  come  in  every  day — ^you  are  making  lotu 
every  day,  or  apt  to. 

Mr.  Platt.  The  loan  associations  will  not  be  making  loans  evefy 
day,  will  they? 

Mr.  ScuDDER.  Well,  sir;  you  figure  it  out — $10,000  producea 
$150,000  of  credit,  and  it  takes  one  himdred  and  fifty  $1,000  lotna 
to  absorb  that  credit,  does  it  not? 

Mr.  Platt.  Yes. 

Mr.  ScuDDER.  One  hundred  and  fifty  $1,000  loans  in  a  small  com- 
munity is  doing  a  considerable  business. 

Mr.  Hayes,   i  es ;  but  when  you  once  get  it  out  it  takes  some  of  f 
them  35  years  to  get  it  back  in,  and  you  are  only  making  the  loan 
initially  on  such  a  capital  as  that. 

Mr.  ScuDDER.  Unless  the  $150,000  could  be  kept  outstanding  all 
the  time  there  would  be  very  little  profit. 

Mr.  Hayes.  That  is  all  very  true,  but  for  the  reason  they  aw 
standing  out,  you  would  not  be  making  so  many  loans  from  your 
capital. 

Mr.  Platt.  In  this  business  they  run  in  competition  with  the  build- 
ing and  loan  associations  in  the  country,  in  small  communities,  whidi 
only  meet  once  or  twice  a  month  to  make  loans  or  transact  busi- 
ness, and  they  pay  a  nominal  salary  of  $50  a  year,  or  something  lib 
that,  for  the  bookkeeping. 

Mr.  ScuDDER.  You  mean,  to  have  an  institution  that  would  not  be 
open  every  day  ? 

Mr.  Platt.  No  ;  why  should  they  be  open  every  day  ? 

Mr.  Scudder.  You  will  have  to  take  the  deposit  idea  away  entirely. 

Mr.  Platt.  Not  necessarily.  The  deposits  could  be  put  in  at  such 
time  as  the  society  had  its  doors  open. 

Mr.  Scudder.  Then  how  would  the  deposit  be  paid  out?  Sup- 
posing I  deposit  in  such  a  bank  Saturday  and  I  wanted  some  money 
Tuesday,  and  they  did  not  meet  again  until  the  next  Saturday? 

Mr.  l^TT.  You  would  have  to  wait  until  the  next  Saturday,  I 
suppose,  unless  there  was  some  special  arrangement. 

Mr.  Scudder.  He  has  to  have  his  deposit  on  demand  in  order  to  do 
business. 

Mr.  Platt.  It  seems  to  me  that  if  these  small  associations,  oper- 
ating in  the  smaller  communities,  are  going  to  compete  with  the  build- 
ing and  loan  associations  they  must  keep  their  expenses  down  to  a 
very  low  level,  or  the  building  associations  can  do  the  business  and 
they  can  not. 

Mr.  Scudder.  You  will  have  to  eliminate  the  deposit  feature  en- 
tirely unless  you  prescribe  hours,  or  make  it  possible  to  let  the  insti- 
tution take  the  deposit  and  hold  it  until  it  was  matured  and  ready  to 
pay  it  out. 
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Mr.  Platt.  Is  it  not  possible  to  have  some  kind  of  compulsory  de- 
posit such  as  the  buildm^  and  loan  associations  have?  If  you  join 
ft  building  and  loan  association,  you  agree  to  put  in  $2  or  $5  a  month 
and  that  is  a  compulsory  deposit,  just  as  amortization  is  a  compul- 
sory payment.    It  comes  along  to  you  every  month  like  a  bill. 

Mr.  ScuDDBR.  Yes ;  but  I  do  not  believe  the  farmer  could  do  that, 
Mr.  Platt.  I  do  not  believe  you  could  make  such  a  rule  for  a  farming 
community. 

Mr.  Platt.  Probably  not  for  monthly  payments,  but  how  about 
semiannual  or  annual  payments? 

Mr.  ScuDDER,  Well,  there  are  some  farmers  who  could  not  deposit 
even  semiannually.  You  might  make  it  annually  and  succeed  in  pro- 
viding a  compulsory  deposit  system. 

Mr.  BuLKLEY.  Mr.  Scudder,  in  the  light  of  your  experience  in  run- 
ning small  banks  in  diflPerent  communities,  what  do  you  think  would 
be  the  actual  expenses  of  one  of  these  $10,000  banks?  I  mean  in  de- 
tail and  in  dollars. 

Mr.  Scudder.  If  they  are  allowed  to  take  deposits  or  if  they  are 
prohibited  from  taking  deposits? 

Mr.  BuLKLEY.  Suppose  we  eliminate  the  deposits. 

Mr.  Scudder.  If  they  were  not  allowed  to  take  deposits,  they 
would  have  only  the  mortgage  business  from  which  to  get  any  in- 
come, would  they  not? 

Mr.  BuLKLEY.  Yes. 

Mr.  Scudder.  That  would  be,  at  the  most,  $1,500  a  year,  if  they 
had  out  the  whole  $150,000  in  bonds. 

Mr.  BuLKLEY.  In  that  case  what  do  you  assume  that  they  do  with 
their  paid-in  capital  stock? 

Mr.  Scudder.  Their' paid-in  capital  stock  is  being  used  in  making 
these  mortgages.  Of  course,  when  the  mortgages  are  actually  made 
they  woulahave  $10,000  perhaps  in  mortgages,  which  would  bring, 
say,  5  per  cent. 

Mr.  SELDOMRmoE.  Would  not  this  condition  arise,  that  they  would 
be  unable  to  issue  further  mortgages  until  they  had  a  ready  market 
for  their  bonds?  The  operations  of  the  bank  would  be  immediately 
stopped — r- 

Mr.  Scudder  (interposing).    It  all  depends  cm  the  markets. 

Mr.  Setjk)mridge.  Unless  the  market  is  open. 

Mr.  Scudder.  Oh,  absolutely. 

To  answer  Mr.  Bulkley's  question,  the  income,  at  the  very  most, 
would  be  $1,500  to  $2,000 

Mr.  BuLKiiEY.  You  think  it  would  not  be  safe  to  not  count  on  any- 
thing from  the  capital  stock  ? 

Mr.  Scudder.  If  you  did,  it  certainly  would  not  be  over  $500  or 
$600. 

Mr.  BuLKi^Y.  No ;  I  think  it  could  not  possibly  be  more  than  that. 

Now,  what  would  be  the  necessary  expenses  ? 

Mr.  Scudder.  I  should  say  that  if  you  did  not  take  deposits,  the 
necessary  expenses  would  be,  first,  you  would  have  to  ^ive  the  presi- 
dent something.    That  might  not  be  very  much  in  certain  localities. 

Mr.  BuLKLEY.  How  much  do  you  think  that  should  be  ? 

Mr.  Scudder.  He  would  look  after  the  institution,  supervise  the 
investment  of  funds,  which  he  would  have  to  do,  of  course,  through 
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the  directors  and  appraisers,  but  he  would  have  to  give  it  some  per- 
sonal attention.  If  he  were  a  farmer,  he  would  not  ask  considerable 
for  his  time,  but  I  expect  $150  at  least  in  the  start  off.  His  labor 
might  be  less  later  on,  but  it  would  be  a  considerable  work.  I  do  not 
know  that  you  could  find  very  many  men  wRo  would  do  it  for  $500  a 
year  in  a  small  place  like  that.  Then  there  would  be  the  bookkeeping 
to  do,  and  I  doubt  whether  you  could  get  a  president  to  do  all  the 
work.  He  would  have  to  have  some  clerical  help.  He  would  have 
the  taxes  to  look  after  and  the  interest  to  collect. 

Mr.  BtJLKLEY.  What  do  you  think  that  would  cost  ? 

Mr.  ScuDDER.  Well,  I  do  not  know ;  $500  would  be  very  cheap. 

Mr.  Hayes.  Do  you  think  so,  with  the  farm-land  mortgage  feature  f 

Mr.  ScuDDER.  Yes,  sir ;  the  bookkeeping  is  going  to  be  considerable- 
Mr.  Hayes.  Is  that  a  fact  ? 

Mr.  ScuDDER.  With  150  loans,  the  taxes  to  look  after,  interest  ta 
collect,  to  see  about  insurance,  that  the  property  is  properly  insured— 
it  is  a  good,  big  job,  gentlemen. 

Mr.  SELDOMRmoE.  Then  you  have  got  the  amortization,  later  on- 
to come  in. 

Mr.  ScuDDER.  Yes. 

Mr.  BtJLKLEY.  Mr.  Scudder,  how  often  should  some  officer  or  ageni 
of  these  banks  inspect  the  several  farms  on  which  loans  were  made? 

Mr.  Scudder.  Well,  in  our  mortgage  business  in  Minnesota  we  a1 
first  were  not  able — we  had  so  much  to  do  in  the  office  that  we  could 
not  make  the  inspection  as  often  as  we  desired  to,  but  we  found  thai 
inspection  was  absolutely  necessary  once  a  year. 

Mr.  Bulkley.  Each  loan  should  be  visited  once  a  year  ? 

Mr.  Scudder.  Pretty  much  each  loan.  Of  course,  in  some  instances 
we  depended  on  our  agents.  For  instance,  we  would  have  an  agent 
over  in  Winona,  a  very  good  agent,  and  we  could  depend  on  him,  and 
we  paid  him  a  little  extra  to  give  us  reports  on  farms  that  we  had 
loans  on  in  that  community,  but  we  found  inspection  necessary  once 
a  year. 

Mr.  Bulkley.  In  this  estimate  that  you  are  making,  do  you  cal- 
culate that  the  president,  whom  you  are  going  to  pay  $500,  will  do 
all  of  that  personally  ? 

Mr.  Scudder.  No,  sir ;  I  do  not  see  how  he  could.  You  would  have 
to  give  the  fiduciary  agent  a  little  more  salary  for  inspecting  the 
150  farms  in  the  community.,  I  do  not  care  if  it  is  just  within  one 
county,  it  is  a  big  job. 

Mr.  Bulkley.  Would  you  have  to  pay  some  man  and  furnish  him 
an  automobile  or  a  horse  to  do  that  ? 

Mr.  Scudder.  I  think  so. 

Mr.  Bulkley.  How  much  do  you  think  that  would  cost? 

Mr.  Scudder.  I  do  not  know.    It  might  pay  the  bank  to  own  one. 

Senator  Hollis.  Mr.  Scudder,  you  have  seen  conmiercial  banks 
where  one  man  did  all  the  actual  work,  besides  what  the  weekly 
meeting  of  the  directors  had  to  do,  passing  on  loans?  That  is,  yott 
have  seen  a  man  who  would  come  there  in  the  morning,  open  up  the 
bank,  sweep  the  floor,  receive  the  money,  pay  out  money,  and  keep 
the  books?    You  have  seen  that,  have  you  not? 

Mr.  Scudder.  I  have  done  it  myself — for  three  months  only,  be- 
cause my  mortgage  business  got  so  big  I  just  could  not  do  it. 
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Senator  Hollis.  And  a  man  like  that  in  a  community  such  as 

•uld  run  a  bank  of  that  sort,  would  do  that  for  a  salary  of  $1,000 

$1,200  a  year? 

Mr.  ScuDDEH,  Oh,  yes. 

Senator  Hollis.  That  would  actually  run  one  of  these  little  banks  ? 

Mr.  ScuDDER.  A  commercial  bank? 

Senator  Hollis.  That  would  actually  run  a  commercial  bank,  and 
{ it  would  run  a  commercial  bank  it  would  easily  run  one  of  these 
!arm-loan  banks,  if  there  were  no  deposit  features? 

Mr.  ScuDDER.  Do  you  think  so  ? 

Senator  Hollis.  I  am  asking  you.    I  do  not  know. 

Mr.  ScuDDER.  I  think  the  larm  mortgage  business,  looking  after 
ihe  mortgage  business  is  really  more  expensive  than  the  commercial 
features. 

Mr.  BuLKLEY.  You  do  not  consider  that  automobile  expense,  do 
;ou? 

Senator  Hollis.  No. 

Mr.  Seldomridge.  Do  you  think^  Senator  Hollis,  that  a  man  could 
ake  all  the  responsibility  of  runnmg  these  banks,  looking  after  the 
ookkeeping,  being  responsible  for  the  transfer  of  money,  and  all  of 
bese  thmgs,  that  you  could  get  a  man  of  that  kind  on  a  salary  of 
1,000  a  year? 

Senator  Hollis.  Yes;  I  know  that  is  done. 

Mr.  Seldomridge.  Any  such  man  as  that  could  go  into  the  city  and 
Bt  $1,500  or  $2,000— that  kind  of  a  man. 

Senator  Hollis.  I  know  they  can.  I  know  in  my  own  State  where 
lere  are  a  creat  many  small  towns  that  do  it.  We  have  a  great 
lany  small  banks  that  do  business  just  that  way,  and  the  men  are 
itirely  honest,  stand  well  in  the  community,  and  bring  up  families 
id  educate  them  on  $1,000  or  $1,200  a  year.  It  does  not  seem 
3SBible. 

Mr.  Hayes.  Less  than  that  sometimes,  too. 

Senator  Hollis.  Well,  I  am  speaking  of  those  I  know.  And  I 
a  wondering  whether  it  will  not  be  possible  to  run  these  farm-land 
inks  the  same  as  suggested  by  Mr.  Piatt,  on  the  building  and  loan 
an,  by  having  some  business  do  the  banldng,  to  be  at  the  banking 
oms  three  nights  a  week  for  two  hours  to  receive  deposits.  It 
ight  look  rather  curious,  but  I  am  wondering  whether  it  could  not 
s  run  on  some  such  plan  as  that,  because  we  can  all  see  that  the  ex- 
jnse  is  going  to  be  pretty  large,  especially  large  proportionately 
r  a  little  bank. 

What  do  you  think  of  that,  Mr.  Scudder? 

Mr.  Scudder.  Well,  if  they  were  savings  deposits  absolutelv — i.  e., 
Jy  time  deposits — it  might  be  worked  out  that  way.  But  for 
mand  deposits,  if  a  man  gives  a  check  and  the  collector  of  another 
itional  or  State  bank  comes  to  the  door  and  it  is  closed  there  would 
a  "  protest."  You  can  not  do  it.  But  for  simply  saving  deposits, 
at  might  be  done.  Of  course,  in  your  State  tne  savings  banks 
'  nearly  all  of  the  mortgage  business. 

Senator  Hollis.  Yes:  almost  entirely;  and  they  do  not  like  to 
ike  farm  loans.  I  will  agree  with  you  on  that.  They  do  not  like 
make  farm  loans.  The  banks  have  no  facilities  for  taking  an 
tomobile  or  buggy  and  driving  out  8  or  10  miles  to  inspect  that 
ja,  and  they  will  not  make  that  loan  unless  somebody  will  look 
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at  it.  and  there  is  that  drag  on  our  farm-land  business  in  our  i 
They  loan  readily  in  Minnesota  or  Kansas  or  somewhere  throuj 
agent  that  will  tell  them  that  it  is  all  right.    I  do  not  like 
I  nave  fought  against  it  in  what  I  have  haa  to  do  with  it. 
Mr.  Seldomridoe.  Let  me  ask  you  a  question.    Would  it  n 

Eossible  that  the  Government  should  furnish  space  in  the  post- 
uilding  for  office  space  for  these  banks? 

Senator  Hollis.  In  the  first  place,  where  those  banks  won! 
located  the  Government  does  not  own  the  buildings. 

Mr.  Seldomridge.  Yes ;  but  it  pays  the  rent. 

Senator  Hollis.  Of  course,  that  is  true. 

Mr.  Platt.  The  Government  does  not  even  pay  the  rent  in  t 
class  post  offices.    The  postmaster  pays  it  out  oi  his  salary. 

Mr.  Seldomridge.  In  third-class  offices  thev  do. 

Mr.  Platt.  Not  in  third  class — third  and  fourth,  both. 

Mr.  Hayes.  Just  a  moment  in  this  connection.    If  I  have  a  cc 
understanding,  all  the  expenses  you  refer  to  are  borne  by  far 
who  are  interested  in  the  community,  without  expense  to  the 
largely. 

Mr.  ScuDDER.  In  the  stock  concerns  or  mutual  ? 

Mr.  Hayes.  Well,  in  both,  largely.  They  are  borne  by  pi 
spirited  men  who  do  not  expect  to  make  any  profit  out  of  it.  Tl 
the  wav  I  am  looking  at  it.  That  is  the  idea  I  have  arrived  at  i 
mind  from  my  study  of  the  subject.  Of  course,  there  are  big ; 
banks  in  which  that  would  not  be  true,  but  I  am  talking  abou 
small  banks  in  the  country  places. 

Mr.  ScuDDER.  Well,  gomg  back  to  my  experience  in  Minnes< 
in  the  small  places — I  do  not  Imow  of  a  farmer  who  would  do  a  \ 
like  that  who  would  not  want  to  be  paid  for  his  time. 

Mr.  BuLKLEY.  'Wliat  would  be  the  annual  legal  expenses  of 
a  small  bank? 

Mr.  ScuDDER.  Does  the  1  per  cent  cover  the  legal  expenses? 

Mr.  Moss.  No,  sir. 

Mr.  BuLKLEY.  I  do  not  think  so. 

I  understand  that  it  does  not  cover  the  examination  of  titles,  1 
supposed  it  covered  any  expenses  that  might  result  from  foreclos 
would  it  not? 

Mr.  Moss.  I  did  not  catch  that. 

Mr.  BuLKLEY.  In  case  of  foreclosure,  can  you  not  collect  attor 
fees? 

Mr.  Moss.  I  judge  that  would  be  governed  entirely  by  the  note 
I  judge  the  bank  would  avail  itself  of  the  same  kind  of  fee  thai 
person  would.  They  would  have  to  pay  the  court  expenses,  jc 
they  do  in  the  case  of  any  foreclosure.    That  is  a  matter  of  com 

Mr.  BuLKLEY.  The  court  expenses,  but  how  about  the  attor 
fees? 

Mr.  Moss.  In  mv  own  State  that  is  a  part  of  the  court  expense 

Mr.  BiiLKLEY.  t  contemplated  that  tne  mortgagor  would  ha 
pay  it. 

Mr.  Moss.  I  take  it  for  granted  that  the  court  expenses  v 
always  be  borne  by  the  man  who  l^reaks  his  contract,  and  I  judj 
bank  would  take  advantage  of  (he  law  to  protect  itself  just  a* 
private  lender  would  do  in  that  respect. 


Digitized  by 


Google 


BUBAL   CBEDITS.  235 

Mr.  ScuDDEB.  You  would  be  apt  to  ^t  jrour  attorney's  fees  paid 
through  the  foreclosure  fees  ana  examination  of  titles,  and  so  on, 
which  we  did  in  our  business  when  it  became  large. 

Mr.  BuLKMSY.  Do  you  think  that  any  allowance  should  be  made 
for  rent? 

Mr.  ScuDDBB.  I  should  say  so,  in  a  large  number  of  cases.  There 
may  be  some  few  cases  where  there  would  be  no  rent  to  pay.  You 
^ould  have  to  have  an  office  somewhere,  it  seems  to  me. 

Mr.  BuLKLiEY.  Then,  you  have  spent  a  pretty  fair  share  of  that 
$1,500  in  this  respect.  How  desirable  does  tnat  make  the  stock  in  the 
banks  as  an  "  investment"?  What  class  of  people  would  you  expect 
would  invest  in  it? 

Mr.  ScuDDEB.  I  would  not  expect  very  much  "  investing "  in  a 
bank  that  did  not  do  a  deposit  business.  I  do  not  see  how  it  could 
be  done. 

Mr.  BuiiKLEY.  When  you  speak  of  a  deposit  business,  you  mean  a 
considerable  one  ?    You  do  not  think  this  50  per  cent  deposit  would 
be  sufficient  ? 
Mr.  ScuDDEB.  No,  sir. 

Mr.  Platt.  You  do  not  mean  deposit  business  confined  wholly  to 
members? 

Mr.  ScuDDEB.  No.  With  the  stock  company  you  can  not  do  that. 
With  the  cooperative  company,  you  can  make  such  a  rule,  but  I  think 
that  the  nature  of  the  deposits  that  would  come  into  such  a  bank 
would  be  the  farmers'  deposits  which  now  go  into  commercial  and 
savings  banks,  because  there  is  a  good  deal  of  pride  in  America — a 
good  deal  of  conmiunitjr  pride.  It  is  not  as  it  is  in  Europe.  In 
Europe  the  individual  is  swallowed  by  the  State,  but  in  America 
the  individual  makes  the  State.  That  whole  principle  runs  through 
our  form  of  Government.  If  you  authorize  the  farmers  to  establish 
these  banks,  there  would  be  little  banks  starting  up  everywhere  and 
you  would  find  that  the  farmers  who  own  the  stock  would  be  the 
depositors,  and  the  depositors  would  come  from  the  country,  and  it 
would  encourage  saving  in  the  country,  such  as  it  has  never  been 
encouraged  in  this  country  except  by  "savings  banks,"  which  are 
few  and  far  apart  in  some  sections. 

Mr.  BULKI4EY.  Now,  Mr.  Scudder,  suppose  some  remote  community, 
where  there  is  not  an  adequate  amount  of  local  capital,  and  the  bonas 
of  these  institutions  would  have  to  be  sold  somewhere  outside,  on 
what  interest  basis  do  you  think  they  would  sell?  I  mean  the  bonds 
of  a  small  bank  such  as  is  provided  for  in  this  bill,  located,  for  in- 
stance, in  Arizona  ? 

Mr.  ScuDDBB.  If  the  Government  did  not  help  in  some  way  to 

establish  the  "  credit "  of  that  bank,  they  could  not  establish  it  at  all. 

Mr.  BuiiKLBY.  That  Government  help  is  sentimental,  is  it  not? 

You  do  not  mean  to  say  that  $40,000,000  would  be  enough  to  make 

the  credit 

Mr.  ScuDDBB  (interposing).  It  is  somewhat  sentimental.  But  show 
me  the  bank  whose  obligation  the  Government  holds  and  I  will  show 
you  an  institution  whose  credit  is  established  and  whose  similar 
obligations  will  be  taken  by  the  general  investing  public  on  any 
reasonably  profitable  basis. 
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Mr.  BuLKLEY.  Assume  you  give  them  that  sentimental  advant 
and  assume  you  make  them  absolutely  tax  exempt,  on  what  inte 
basis  would  they  sell  ? 

Mr.  ScuDDER.  Well,  in  Arizona,  I  am  afraid  they  would  hai? 
hard  row  to  hoe  locally,  because  there  are  not  enough  commer 
banks  or  savings  banks  in  Arizona  to  invest  largely  in  such  bonds 
any  kind  of  bonds,  no  matter  how  good,  because  they  have  other 
for  their  money. 

Mr.  BuLKLEY.  Do  you  think  that  is  where  the  capital  would  c( 
from,  from  the  larger  banks  in  the  same  community  ? 

Mr.  ScuDDER.  Yes ;  largely ;  and  from  people  who  put  their  mo 
in  such  banks  now  at  3  per  cent.  It  seems  to  me  these  farm-li 
bank  bonds  would  not  be  issued  at  much  less  than  4^  or  5  per  c< 
and  it  would  be  quite  natural  for  some  money  now  in  the  pres 
established  banks  to  be  withdrawn  for  the  purpose  of  buying  s 
bonds,  especially  if  it  were  known  that  tne  Government  of 
United  States  owned  some  of  them. 

Mr.  Seldomridge.  Do  you  think  it  would  aflFect  the  volume  of  t; 
deposits  in  these  commercial  banks? 

Mr.  ScuDDER.  It  would  be  apt  to  aflFect  the  deposits  of  savi 
banks  that  are  paying  3  per  cent  interest  on  their  deposits. 

Mr.  SELDOMRmoE.  There  are  a  good  many  national  banks  that  ] 
3  per  cent  on  time  deposits. 

Mr.  ScuDDER.  Yes. 

Mr.  Seldomrtoge.  Would  it  not  aflFect  those,  too? 

Mr.  ScTJDDER.  I  think  it  would  take  some  money  out  of  National 
well  as  State   banks. 

Mr.  Platt.  Do  not  the  savings  banks,  nearly  every  one,  pa^^ 
per  cent? 

Senator  Hollis.  Yes;  most  of  them  do. 

Mr.  ScuDDER.  The  mutual  savings  banks  nearly  all  pay  4  per  a 
yes ;  but  I  was  thinking  of  out  West. 

Mr.  Hayes.  All  the  banks  in  my  own  town  pay  4  per  cent. 

Mr.  ScuDDER.  That  is  in  California. 

Mr.  Platt.  In  some  places  they  pay  5  and  some  places  they  ] 
even  6. 

Mr.  ScuDDER.  In  those  sections  where  banks  pay  a  larse  intei 
rate,  it  might  take  a  little  increase  to  induce  the  people  to  t 
these  bonds.  Of  course,  in  all  banking  propositions  "confidence' 
the  foundation.  If  I  get  the  idea  that  the  Government  has  co 
dence  in  this  bank  sufficiently  to  purchase  some  of  their  bonds 
as  an  investor,  am  going  to  take  the  bonds,  just  on  account  of  t 
very  fact.     And  no  matter  in  what  State  that  bank  may  be  local 

Mr.  BuLKLEY.  On  what  interest  basis  do  you  think  they  wo 
invest  in  them? 

Mr.  ScuDDER.  If  you  mean  local  investors,  it  would  be  differ 
in  diflFerent  sections.  You  take  such  bonds,  for  instance,  in  Min 
sota,  and  the  farmers  have  gotten  fairly  well  off  in  Minnesota  n 
I  think  possibly  4J  per  cent  might  induce  some  to  be  taken  loci 
there.    Do  you  not  think  so,  Mr.  Coulter? 

Mr.  Coulter.  I  do  not  know  about  that. 

Mr.  BuLKLEY.  AVhat  would  you  say  about  the  South — say  J 
sissippi  ? 
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Mr.  ScuDDER.  There  is  a  Mississippian  here. 

Mr.  BuLKLEY.  I  am  going  to  ask  him,  too,  but  I  would  like  to 
get  vour  guess. 

Mr.  Seldomridge.  Ask  him  about  Texas. 

Mr.  Scudder.  I  could  better  answer  about  Texas. 

Mr.  Bulkley.  Well,  all  right;  what  would  you  say  about  Texas? 

Mr.  Scudder.  In  Texas  there  are  some  sections  where  the  Ger- 
mans have  absolutely  paid  off  all  their  mortgages  and  are  loanine^ 
to  each  other  to-day;  and  the  rates  are  fairly  low  in  those  sections  or 
Texas.  I  think  that  such  a  bond  would  take  in  Texas  at  4^  or  5 
per  cent,  in  certain  sections,  if  the  people  loiew  that  the  Government 
owned  some  of  them. 

Mr.  Bulkley.  Do  you  think  there  would  be  enough  money  in 
Texas  to  take  care  of  the  local  banks? 

Mr.  Scudder.  There  are  other  sections  of  Texas  that  would  not 
take  them  at  any  price.    Texas  is  very  large. 

Mr.  Bulkley.  Do  you  think  there  is  enough  money  in  Texas  to 
be  "  invested  "  to  take  care  of  the  local  requirements  ? 

Mr.  Scudder.  I  think  there  is  enough  money  in  Texas  to  start 
many  $10,000  banks  on  the  stock  basis,  provided  you  let  them  accept 
deposits;  not  otherwise. 

Mr.  Bulkley.  Take  Mississippi.  I  assume  Mississippi  would 
have  to  sell  bonds  outside  of  the  State ;  they  could  not  sell  them  on  a 
^  per  cent  basis,  could  they  ? 

Mr.  Scudder.  No;  not  locally.  I  should  think,  however,  that  they 
could  sell  them  outside  the  State. 

Mr.  Bulkley.  Could  they  sell  them  on  a  5  per  cent  basis? 

Mr.  Scudder.  Yes;  they  could  do  that,  if  the  Government  aid  I 
have  suggested  would  first  establish  their  credit. 

Mr.  Hayes.  I  think  they  would  bring  5  per  cent  in  California. 

Mr.  Bulkley.  What  would  you  say  about  a  State  like  Idaho  or 
Montana  ? 

Mr.  Scudder.  You  would  for  a  while  not  have  many  such  institu- 
tions in  those  States.  The  same  way  with  Arizona.  You  would  not 
actually  have  very  many  institutions  of  that  kind  there  for  some 
time. 

Mr.  Bulkley.  Those  are  the  very  States  that  need  relief,  because 
they  are  paying  too  high  an  interest  rate. 

Mr.  Scudder.  Montana,  of  course,  is  very  largely  agricultural,  and 
is  developing  very  fast ;  so  is  Idaho  in  certain  sections ;  and  doubt- 
less as  this  development  takes  place  mortgages  on  real  estate  will 
be  needed. 

Mr.  Seldomridge.  The  need  to-day  in  that  section  is  more  short- 
term  credits. 

Mr.  Bulkley.  Do  you  think  such  a  State  as  that  could  sell  on  a 
5  per  cent  rate? 

Mr.  Scudder.  Well,  in  Montana,  I  am  afraid  they  have  so  much 
use  for  other  developments  now  that  locally  there  would  be  little 
investment  in  such  bonds. 

Mr.  Hayes.  I  know  of  some  irrigation  projects  in  Idaho  and  Mon- 
tana that  have  sold  bonds  to  do  this  work. 
Mr.  Scudder.  Yes,  sir ;  that  is  true ;  but  the  purchasers  of  these 

securities  have  been  outside  those  States. 
Mr.  Hayes.  And  still  they  are  taxable,  you  know. 
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Mr.  BuLKLEY.  At  6  per  cent? 

Mr.  Hayes.  Yes. 

Mr.  BuLKLEY.  Do  they  sell  them  at  par? 

Mr.  Hayes.  They  sell  them  at  par. 

Mr.  Platt.  All  bonds  sell  on  a  taxable  basis  throughout  the  coun- 
try, with  the  exception  of  a  few  United  States  bonds. 

Mr.  BuLKLEY.  Of  course,  these  are  small  institutions,  which  are 
independently  managed,  which  we  must  assume 

Mr.  ScuDDER  (interposing).  Which  all  stand  on  their  o¥ni  bot- 
toms. 

Mr.  BuLKLEY.  Which  stands  on  its  own  bottom;  yes. 

Mr.  Hayes.  May  I  suggest  one  thing  more?  ifave  you  consid- 
ered that  to  join  the  general  deposit  business  with  the  farm-land 
business,  that  it  means  a  banking  business,  and  it  takes  somebo<h 
that  knows  something  about  the  oanking  business  to  handle  that! 
Have  you  considered  whether  it  would  be  safe  for  us  to  authorize  i 
combination  like  that,  which  is  always  dangerous?  Is  it  safe  for  us 
to  do  that  with  men  of  little  experience  in  banking  and  in  business 
generally  that  would  necessarily  have  to  be  handled  in  these  banks 
that  we  propose  organizing?    Have  you  considered  that  feature? 

Mr.  ScuDDER.  I  have.  The  farmers  with  whom  I  come  in  contact 
personally,  of  course,  have  been  in  Minnesota  and  Texas ;  and  I  wiD 
back  many  a  farmer  I  have  known  to  undertake  the  management  of 
such  a  bank 

Mr.  Platt.  Where  did  the  capital  come  from  to  organize  these 
banks? 

Mr.  ScuDDER  (continuing).  Under  certain  conditions. 

Mr.  Platt.  Where  did  the  capital  come  from  to  organize  all  the 
little  banks  in  Minnesota  and  North  Dakota,  for  instance,  the  $10,000 
banks — State  banks? 

Mr.  ScuDDER.  The  whole  State  of  Texas  is  plastered  with  $10,000 
State  banks. 

Mr.  Platt.  Where  did  the  capital  come  from  ? 

Mr.  ScuDDER.  It  comes  from  the  country  largely,  right  there  froni 
the  farming  people.  Lots  of  farmers  and  ranchmen  in  Texas  own 
one,  two,  or  more  shares. 

Mr.  Pi^TT.  I  do  not  know  anything  about  Texas,  but  I  do  know  a 
little  bit  about  Minnesota.  I  lived  in  Wisconsin  on  the  edm  of 
Minnesota,  and  my  information  was  there  were  chains  of  little  mmka 
organized  all  over  that  country. 

Mr.  ScuDDER.  There  have  been  since  I  left  there,  but  before  I  left 
there  there  were  no  "chains  of  banks"  in  Minnesota.  Each  bank 
was  formed  in  its  own  little  community.  I  had  $1,500  saved  up  and 
my  partner  had  $1,500,  and  we  started  our  bank  on  $3,000.  That  m 
all  we  had  as  a  banking  capital  at  first.  Of  course  we  secured  a  j[Ood 
mortgage  agency.  We  had  the  agency  of  the  Scottish  Amencai 
Mortgage  Co.,  and  that  helped  us  to  start  up  in  business.  But  W 
started  that  bank  before  there  was  any  State  law  made.  We  simph 
opened  our  doors  and  put  a  sign  over  the  bank  and  started  in  to  do 
business.  Our  business  at  first  was  mostly  with  the  farmers,  wiA 
our  $3,000.  There  is  another  thing  I  want*  to  say  in  this  connectiott: 
We  soon  found  when  we  made  our  mortgage  business  go  that  a  laxgl 
part  of  our  deposits  would  be  from  loans.  We  would  make  a  toil 
to  a  farmer  for  $2,000.    We  would  say  to  him,  "  What  do  you 
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noney  for?  "  "Well,  I  want  to  build  a  barn  or  I  want  to  put 
\ny  acres  more  in  cultivation;  to  build  this  or  that  building." 
right,  we  will  lend  you  the  money^  but  you  have  got  to  leave 

0  out  of  that  $2,000  '  on  deposit '  until  your  buildings  are  in  such 
e,  until  we  can  see  that  you  are  using  the  money  for  the  purpose 
rhich  we  made  the  mortgage";  and  we  had  to  credit  his  account; 
Mit  on  the  books  as  a  deposit,  and  that  is  the  way  it  will  have  to 
nder  this  system.  If  a  mortgage  is  made  you  can  not  use  your 
ad"  until  your  mortgage  is  actually  made;  and  if  you  only 
Bv  "  half  of  the  capital  and  the  surplus  "  to  be  in  deposits  your 
s  will  soon  fill  you  up ;  you  would  find  that  your  own  cash,  the 
.  you  are  furnishing  to  the  farmer,  must  under  such  a  rule  be  de- 
ted  elsewhere,  because  you  have  got  his  mortgage,  and  you  are 
nd  to  deposit  his  money  somewhere  until  it  is  checked  out  for 
movements  or  to  make  final  payment  for  the  land. 

It.  Weaver.  That  will  be  checked  out  in  a  little  while. 

[r.  ScuDDER.  Yes;  certainly.    That  will  be  checked  out  in  time; 

every  day  and  every  week  it  happens,  and  you  will  soon  accumu- 

1  these  deposits. 

lenator  Hollis.  When  was  this  that  you  had  this  experience  in 

mesota  ? 

Ir.  ScuDDER.  In  the  eighties. 

Senator  Holus.  That  was  before  they  had  this  serious  trouble 

t  our  eastern  banks  got  in  from  the  western  banks — I  think  that 

3  in  1893. 

Jr.  ScuDDER.  Oh,  yes,  sir.     I  went  to  Texas  in  about  188(). 

senator  Hollis.  Most  of  our  Eastern  States  passed  restrictions 

er  the  experience  in  1893  about  farm  loans,  but  they  are  doing 

arge  business  now. 

^Ir.  Moss.  Mr.  Chairman,  let  me  ask  Mr.  Scudder  a  question  or 

). 

!  want  to  say  that  I  am  very  much  interested  in  his  analysis  of  the 

nings  matter,  because  our  commission  gave  a  pood  deal  of  live 

2ntion  to  that.    Under  the  banking  laws  the  national  banks  very 

guently  have  an  arm  of  the  business,  a  trust  companv  doing  an 

irely  different  business.    Do  you  see  anything  in  this  bill  that 

aid  prevent  one  of  these  mortgage  banks  from  being  operated  in 

inection  with  or  on  practically  the  same  scale  with  a  small  bank 

ich  is  doing  a  general  banking  business?     I  do  not  mean  ])recisely 

1  same  capital,  but  is  there  not  the  same  relationship  that  there 

uld  be  in  the  national  bank  and  trust  company  under  the  existing 

?? 

Senator  Hollis.  You  mean  to  have  two  separate  organizations 

ler  the  same  roof? 

At.  Moss.  I  wanted  to  get,  Mr.  Chairman,  Mr.  Scudder's  idea. 

$  faaow  that  there  is  considerable  consolidation  of  skill  already  in 

iking.     For  instance,  that  where  one  bank  does  one  kind  of  bnsi- 

8  and  is  prohibited  from  doing  another,  that  there  is  a  eoninuinity 

interests.    There  is  no  question  but  that  one  of  the  very  i)ertinent 

»tions  about  this  legislation  is  the  question  of  supplyin^r  personal 

dit  in  the  mortgage-loan  business.     I  want  to  call  ^Ir.  ScndderV 

mention  to  this  feature:  The  question  has  been  revolving  around  in 

^mind  quite  a  bit,  leaving  the  provisions  here  prohibiting  deposits. 

cept  in  just  a  sufficient  volume  to  do  their  incidentul  \n\s\\\v^s^.  a\\v\ 
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making  them  a  pure  mortgage  bank.    Does  that,  of  itself,  prohifc- 
if  there  was  a  bank  of  $10,000  capital  in  a  community  later  on  ss- 
thorizing  the  formation  of  a  small  oank  to  take  up  the  personal  crec 
using  the  same  skill  and  clerical  help,  to  carry  on  these  two  busines — 
even  if  they  in  the  law  were  kept  separate  m  some  way,  just  as  Wf'. 
national  banking  business  is  now  carried  on? 

Mr.  ScuDDER.  Well,  theoretically  perhaps,  but  you  would  have  t* 
go  still  further  down  to  answer  that  question.  If  a  national  bank  oi 
$25,000  as  now  organized  under  the  Federal  system  were  allowed  t9 
own  such  an  institution  of  $10,000,  and  manage  it,  that  would  be  quitt 
possible.  It  could  take,  say,  51  per  cent  of  the  stock  of  this  $10,000  i 
concern,  and  let  it  have  office  space  and  practically  conduct  it  thit] 
way.     You  mean  that,  I  take  it?  : 

Mr.  Moss.  No,  sir.  That  was  not  the  meaning  that  I  had  in  mind  1 
at  all. 

Mr.  ScuDDER.  How  are  you  going  to  run  the  expenses  of  the  bank 
without  the  other  bank  being  interested  in  that  way  ? 

Mr.  Moss.  I  feel  very  much  this  way,  Mr.  Chairman,  in  working 
out  this  plan.  In  the  first  place,  the  profits  of  the  business,  I  believe, 
would  be  fixed.  We  found  no  banking  institution  doing  a  mortgage 
business  in  Europe  on  the  process  outlined  in  this  bill  but  what  had 
capital  income.  Part  of  that  income  comes  and  always  will  ccMne 
from  incidental  expenses  connected  with  the  mortgage  busines& 
There  is  always  a  profit  in  the  buying  and  selling  of  bonds,  when 
they  fall  below  par,  and  there  is  always  some  incidental  profit  thai 
will  always  come  with  the  mortgage  business.  I  believe  when  per- 
sonal credit  is  finally  established,  it  will  be  established  entirely.  I 
think,  upon  separate  lines,  and  will  be  an  association  among  farmers 
and  one  for  the  mortgage  business.  There  will  be  close  r«&tionshir 
between  those  who  conduct  those  two  businesses,  and  I  think  il  i« 
entirely  possible  and  entirely  legitimate,  and  so  I  believe,  Mr.  Scad- 
der,  in  talking  about  income  and  going  into  a  community  where  thcrt 
is  possibly  no  growth,  where  there  is  no  bank,  but  possibly  whert 
it  can  be  organized,  that  it  is  not  taking  the  most  charitable  view 
that  can  be  taken,  because  there  are  but  very  few  communities  where 
a  bank  will  be  finally  limited  to  $10,000  and  no  growth ;  and  in  this 
community  there  will  be  very  little  chance  for  deposit  business,  anr- 
how,  and  in  those  communities,  when  the  personal  credit  is  finally 
passed,  it  would  probably  be  well  to  be  joined  together  by  men  inter* 
ested  in  the  same  business. 

Mr.  SciJDDER.  Is  it  not  a  fact,  Mr.  Moss,  that  under  this  bill  th< 
"cooperativejplan"  allows  unlimited  deposits? 

Mr.  Moss.  Only  from  its  own  members. 

Mr.  ScuDDER.  I  am  asking  that  question. 

Mr.  Moss.  Yes;  limited,  but  only  from  its  own  members. 

Mr.  Scin>DER.  Under  the  cooperative  plan,  then,  these  deposii^  ca» 
be  taken  in  "unlimited  amounts."  I  believe  that  therein  lies  the 
solution  of  the  rural-credit  system.  AMiy  not  also  allow  the  "joint- 
stock  plan  "  the  same  privilege?  I  believe  that  is  the  very  thing  thit 
is  going  to  solve  the  wnole  problem  in  this  country. 

Mr.  Moss.  That  is  the  practice  of  the  joint-stock  business,  bect]D« 
of  the  view  of  persons  that  hold  stock  in  the  joint-stock  banks. 

Mr.  SoDDDER.  There  are  four  stockholdings  to  one,  compariBf 
these  two  plans  side  by  side,  so  that  if  it  were  possible  to  carry  oi 
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a  rule  the  cooperative  bank  would  have  four  times  the  number 
ipositors. 

r.  AIoss.  The  very  end  you  are  speaking  about  is  made  possible 
Br  the  cooperative  banks  under  the  terms  of  the  bill.    I  mean  the 
r  criticism  you  bring  in  about  the  "  deposits  "  is  in  the  terms  of 
bill. 
Ir.  Sc UDDER.  Yes;  it  is;  but  I  call  attention  to  the  fact  you  are 

going  to  get  very  many  "  cooperative  banks  " — mutual  banks — in 

United  Stotes  until  the  United  States  gets  more  settled.  It  takes 
»  association. 

Ir.  Moss.  I  would  not  agree  with  that  view  of  it,  because  I  think 
t  cooperation  depends  upon  not  closeness  or  contiguousness  of 
>ulation.  I  do  believe,  however,  it  comes  from  general  intelli- 
loe,  and  also  in  experience  along  that  line — confidence  more  than 

fact  of  being  a  compact  community. 

►Ir.  Hayes.  What  you  say  is  demonstrated  by  our  experience  in 
lifornia  in  our  fruit  associations,  scattered  all  over  the  State  of 
lifomia. 

tfr.  ScuDDER.  It  might  do  in  the  fruit  business  or  in  the  milk  busi- 
is,  but  it  will  not  do  in  the  "  banking  business,"  take  my  word  for 

The  banking  business  is  a  personal  business,  and  you  have  got  to 
ow  your  man.  You  have  got  to  know  your  man  personally;  you 
ve  got  to  be  personally  acquainted  with  his  character,  to  see  him 
!e  to  face^  and  you  can  not  compare  the  fruit  business  with  the 
ttking  busmess. 
Mr.  ftiATT.  Why  is  it  that  there  have  been  mutual  savings  banks 

Enized  all  over  the  country  ? 
r.  ScuDDER.  Why  is  it  ? 
Mr.  Platt.  Yes. 

Mr.  ScuDDER.  I  think  T  explained  that  in  the  statement  I  made, 
oly  in  the  communities  that  are  thickly  settled  you  get  your  strictly 
utual  savings  banks,  mutual  banking  corporations. 
Senator  Hollis.  Now,  w^e  have  two  other  witnesses  who  would  like 
I  get  away. 
We  will  hear  Mr.  Brooks. 

STATEMENT  OF  PEOF.  T.  J.  BROOKS,  AOBICULTURAL  AND 
MECHANICAL  COLLEGE  OF  MISSISSIPPI. 

Senator  Hoixis.  Will  you  state  your  full  name,  Mr.  Brooks? 
Mr.  Brooks.  T.  J.  Brooks. 

Senator  Holxjs.  What  is  your  residence  and  occupation  ? 
Mr.  Brooks.  Agricultural  and  Mechanical  College  of  Mississippi.    I 
m  a  member  oi  the  faculty.    I  represent  the  college  and  the  Na- 
onal  Farmers'  Union. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  wish  to  begin  the 
iacussion  of  this  sub]ect  by  trying  to  get  at  what  we  mean  in  using 
srtain  terms.  What  do  we  mean  by  rural  credits?  In  short  I  would 
ly  that  we  mean  a  system  of  banking  which  furnishes  acconnnoda- 
lons  suitable  to  the  demands  of  agriculture. 

What  are  its  purposes?  To  make  it  possible  to  niobili/.o  agricul- 
ural  security  and  provide  an  adequate  system  of  rediscount ing  agri- 
inltural  paper,  or,  in  case  of  Government  subvention,  to  render  avail- 
We  funds  provided  by  the  Government — the  expenses  to  he  limited 
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to  actual  cost  of  operation,  including  interest  on  hired  capital, 
end  in  view  being  to  (1)  increase  production,  (2)  cheapen  dis 
tion,  (3)  check  overurbanization,  (4)  promote  home  ownershi] 
general  welfare. 

There  are  two  main  divisions  of  the  subject :  (1)  Long-time  lo« 
land,  (2)  short-time  loans  on  personal  security.    Many  foreign 
tries  furnish  ns  notable  examples  with  many  subdivisions  of 
of  these  kinds  of  cooperative  credit,  and  also  of  credit  back 
Government  aid.     Of  the  land  loans  systems  we  have  the  " 
schaften  of  Germany,  the  Credit  Foncier  and  the  Credit  Agric 
France,  the  Government  loans  to  farmers  in  Denmark,  and  los 
the  English  Government  to  the  farmers  of  Ireland.    Of  the 
time  credit  systems  we  have  the  Schulze-Delitzsch  and  the  Rai 
banks  of  Germany,  and  the  Credit  Agricole  banks  of  France, 
is  not  a  Government  in  Europe  that  has  not  developed  some  of 
or  modifications  of  them,  for  the  benefit  of  agriculture. 

Evidences  of  need  of  rural  credits. — Before  we  go  into  a  disc 
of  the  ways  and  means  or  rural  credits  let  us  tate  a  survey 
situation  and  see  whether  we  are  in  need  of  such  an  innovat 
our  banking  accommodations.  In  round  numbers  we  have 
000,000,000  of  wealth,  $40,000,000,000  of  which  is  classed  as  aj 
tural.  Of  this  agricultural  wealth  $14,000,000,000  is  owned  by 
than  farmers;  we  have  1,905,289,600  acres  of  contiguous  ten 
6,361,502  farms,  containing  878,798,000  acres,  of  which  478 J 
acres  are  improved.  The  land  in  farms  represents  46  per  c 
the  total  land  area,  while  the  improved  land  represents  son 
over  half,  or  54.5  per  cent,  of  the  total  acreage  in  farms 
average  farm  contains  138.1  acres,  of  which  78.2  acres  are  imp 
Our  farm  property  increased  in  price  from  1900  to  1910  1' 
cent.  Its  productive  power  by  no  means  doubled.  Our  popi 
increased  during  the  decade  21  per  cent.  On  page  285,  cnap 
Thirteenth  Census  Abstract,  we  find  that  the  number  in  19: 
6,353,323,  an  increase  of  624,130,  or  10.9  per  cent.  The  numbei 
ated  by  owners  in  1900  was  3,643,323 ;  the  number  operated  by  < 
in  1910  was  3,948,722,  an  increase  of  295,399,  or  an  mcrease  of 
cent.  The  number  of  farms  operated  by  tenants  in  1900  was 
964;  the  number  operated  by  tenants  in  1910  was  2,354,676, 
crease  of  329,712,  or  15.3  per  cent.  Tenant  farms  constitute 
per  cent  of  all  farms  in  1880,  28.4  per  cent  in  1890,  35.3  per  ( 
1900,  and  37  per  cent  in  1910. 

In  the  States  of  Kentucky,  Tennessee,  Mississippi,  Lou 
Texas,  and  Oklahoma  tenant  farms  have  increased  rrom  35  to 
cent  during  the  last  30  years.  In  Texas  55  per  cent  of  the  far 
operated  by  tenants;  in  South  Carolina,  63  per  cent;  in  Missi 
and  Georgia,  two-thirds  of  the  farms  are  tilled  by  those  who  h 
share  in  their  ownership.  The  alluvial  bottoms  of  the  Yazoo 
in  Mississippi  furnish  the  finest  cotton  land  in  the  world, 
are  eight  counties  in  this  section  where  there  were  in  1900 
farms  operated  by  their  owners  and  25,750  bv  tenants.  In  11 
number  operated  by  owners  was  3,506  and  the  number  opem 
tenants  was  42,618.  In  terms  of  percentage,  89  per  cent  of  the 
were  operated  by  tenants  in  1900  and  92  per  cent  in  1910.  1 
cent  of  farm  tenants  in  Illinois  in  1880  was  30,  and  at  the  | 
rate  of  increase  by  the  next  census  it  will  be  50  per  cent. 
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Production. — That  something  has  gone  wrong  with  agriculture  is 
so  evidenced  by  the  relative  decrease  in  agricultural  production. 
ar  per  capita  of  production  of  cereals  in  1899  was  58$  bushels;  in 
Ky9  it  was  49J  bushels.  Our  exports  of  food  products  dropped  from 
KK)  to  1912  $127,400,000  worth,  and  similar  imports  increased  $111,- 
20,000  worth  for  the  same  dates.  Tennessee,  my  native  State,  pro- 
iiced  less  cotton,  oats,  wheat,  cattle,  sheep,  and  swine  in  1910  than  in 
BOO. 

O verurbanization, — ^We  have  tlie  problem  of  overurbanization  con- 
ronting  us.  The  ablest  living  historians  claim  that  this  wrought  the 
.estruction  of  Kome.  We  have  developed  our  industries  in  a  lop- 
ided  fashion,  without  the  proper  i)oise  and  balance  to  insure  general 
nd  permanent  prosperity. 

There  are  a  lot  of  reasons  why  people  leave  the  farm.  One  of 
hem  may  be  illustrated  by  the  fact  that  tlio  young  farmer  with  no 
noney  to  begin  with  can  hardly  hope  to  he  the  (^wner  of  a  decent 
lome  by  working  it  out  on  the  farm.  The  average  farm  wages  in 
he  upper  Mississippi  Valley,  where  wages  are  highest,  are  less  than 
80  a  month.  At  the  present  price  of  larms  in  the  most  productive 
>tates  of  Illinois,  Indiana,  ana  Iowa  if  the  wageworker  saved  every 
lollar  it  would  take  him  from  3.")  to  45  years  to  earn  enough  to  own 
ji  average  farm.  Half  of  the  number  of  those  holding  the  plow 
itndles  in  the  United  States  are  homeless. 

And  during  the  last  decade  the  number  of  farms  has  materially 
lecreased  in  our  best  farming  States. 


y umber  of  farms. 


State. 


IWiO 


mnols I     T«,2W 


ISfiO     i      1K70  issa  1890 


1910 


131.N2(i  ir>l,2SQ  j  11M.(I13  19Mti7  221,  S97  '  21.%-lsri 
.... —  143.320  202, S0«  '  2.'V:>.7-11  '24{),V^l  2t»4.1,->l  2ol.S72 
14,m5  i      fil.KVa       116.202       lHo,:$.-il       201.!M*:f       22s.(i22  I      217.044 


Total. 


IH4,909 


33ri.300       4.S0,3M4       ri35. 10.5       lV40.7'iI        714.  (.70  |      r>K4,401 


AgricvUture  compared  with  manufacturing. — As  comi)ared  with 
other  kinds  of  business,  farming  makes  a  very  i>oor  showing.  Ac- 
cording to  the  estimates  of  the  present  Secretary  of  Agriculture 
fanning  in  the  United  States  pays  only  an  average  of  .'>  per  cont. 
We  see  by  our  statistics  a  different  story  in  manufacturing.  The 
total  number  of  manufacturing  establishment's  in  the  Fnited  States 
MKjlusive  of  the  hand  and  building  trades,  the  neighborhood  indus- 
tries, and  those  whose  products  were  less  than  $r)00  jier  annum  in 
nlue,  except  in  the  cases  of  factories  just  starting  or  idle  during 
pirt  of  tile  year,  was  268,491  in  1909,  an  increase  of  r>i>,:Ul  over 
1904.  The  capital  invested  rose  from  $12,675,591,000  in  1001  to 
$18,428,270,000  in  1909. 

We  see  from  these  figures  that  the  manufacturers  had.  in  1009. 
$18,428,270,000  invested  and  turned  out  a  product  valued  at  $i>0,(>l>7.- 
052,000.  Aiid  the  number  of  hands  emploved  was  (i.CU.^.OlO  at  a  wage 
cost  of  $8,427,038,000.  The  farmer  had  $40,000,000,000  invested,  em- 
ployed 12,500,000  hands,  and  produced  only  $9,000,000,000  woith 
in  1911,  valued  at  the  farm,  which  was  the  largest  ('roj)  and  of 
greatest  value  of  any  ever  produced.    According  to  the  ]:ist  census 
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abstract,  page  26^,  we  find  that  we  have  an  urban  population 
42,623,383,  and  a  rural  population  of  49,384,883.  So  that  more  tl 
half  our  population  is  rural.  I  see  it  estimated  that  the  appropi 
tions  directly  for  the  department  representing  this  class  is  odI; 
per  cent  of  the  whole.  This  does  not  mean,  of  course,  that  ot 
classes  get  all  the  other  98  per  cent,  because  a  great  part  of  it  i 
as  much  for  the  farmer  as  for  anybody  else. 

Is  it  not  astonishing,  not  to  say  alarming,  that  the  status  of  fi 
ing  should  be  what  it  is  after  the  recent  developments  in  the  sci< 
of  agriculture  and  the  achievements  in  scientific  farming?  Tl 
are  agencies  at  work  destroying  the  foundation  of  rural  prosperityj 
The  situation  as  it  confronts  us  throws  out  a  bold  challenge  to  m 
statesmanship  of  the  age.  We  may  lay  all  the  blame  we  please  on 
the  individual  farmer  for  unfavorable  conditions  here  referred  to, 
but  the  fact  remains  that  there  must  be  a  fundamental  error  in  our 
economy  where  the  tendency  is  toward  the  elimination  of  the  f arm«f 
from  the  self-dependent  class.  AVhatever  Congress  has  power  to  do 
to  remedy  the  unfortunate  condition  is  evidently  not  confined  to  ap- 
propriating money  to  encourage  farmers  to  produce  more.  In  the 
most  productive  parts  of  the  country  we  find  conditions  which  baffle 
the  most  astute  who  wish  to  devise  means  that  will  render  tolerable 
and  attractive  conditions  on  the  farm  for  the  young  farmer  who  is 
born  and  reared  without  a  legacy.  Of  our  49,000,000  of  rural  popu- 
lation it  is  estimated  that  we  have,  in  round  numbers,  13,000,000  field 
hands,  4,000,000  of  whom  are  wageworkers  or  hired  men.  These, 
taken  with  the  tenants,  constitute  more  than  half  the  actual  fiela 
workers  in  this  country.  The  average  farm  wages  in  the  upper 
Mississsippi  Valley,  where  farm  wages  are  highest,  is  less  than  $30  a 
month ;  and  at  the  present  price  of  farms  it  would  take  a  farm  wage 
earner  in  Illinois  35  years  to  work  out  an  average  farm  and  never  spend 
a  cent.  In  Indiana  it  would  take  40  years;  in  Iowa  it  would  take  45 
years.  These  young  men  and  their  sisters  are  leaving  the  country 
for  the  cities.  If  a  young  man  wants  to  buy  a  home  he  must  go  to 
the  banks  or  insurance  companies  for  the  money  and  have  a  goodly 
portion  to  pay  down  before  he  can  negotiate  a  loan.  The  rate  of 
interest  takes  his  profits  and  he  sees  no  way  to  ever  pay  out. 

What  are  the  suggestions  offered  as  a  solution  to  the  problem? 
Taking  lessons  from  the  Old  World  we  have  studied  rural  credit 
systems  to  find  a  remedy.  We  find  the  lon^-time  loan  for  land 
credit  and  short-time  loans  for  personal  credit  which  are  run  on 

Slans  different  from  anything  we  have  in  this  country.  We  also 
nd  that  conditions  are  so  different  that  the  most  we  can  do  is  to 
appropriate  the  idea  and  work  out  a  system  of  our  own,  adapted  to 
American  life  and  American  institutions. 

It  depends  upon  what  class  of  people  you  wish  to  reach  as  to 
which  measure  will  appeal  to  you  as  the  best.  Numerous  bills  have 
been  drawn  and  introduced.  I  have  read  several,  but  not  all  of  thera. 
So  far  as  I  hav  examined  them  they  have  really  different  motives 
in  view.  The  bill  formulated  by  the  United  States  commission  is  a 
national  land-bank  measure.  If  this  bill  is  to  be  the  basis  of  your  legis- 
lation I  would  suggest  some  important  amendments.  I  would  amend 
it  by  limiting  the  amount  loaned  to  any  one  man.  I  would  also 
limit  the  loans  to  those  living  on  their  own  land.    I  would  restrict 
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ins  to  specific  purposes.  I  would  limit  the  amount  of  hire  paid  to 
xskholders  for  the  use  of  capital  to  G  per  cent,  and  this  to  go  only 
capital  paid  in. 

I  would  also  provide  for  short-time  loans,  for  open-account  loans, 
id  this  could  be  done  by  providing  that  members  of  these  banks 
iould  have  their  mortgages  received  by  the  land  bank  on  condition 
lat  it  was  to  be  the  basis  of  a  short-time  loan  rather  than  a  long- 
ime  loan,  and  they  could  make  arrangements  with  ordinary  com- 
lercial  banks,  which  would  secure  money  for  a  short  time,  with  their 
lortsage  in  this  land  bank  as  a  basis.  Now,  you  might  say,  "  Why 
rould  that  be  worth  any  more  to  an  individual  mortagee  than  the 
adividual  conmiercial  bank  at  present  ? "  I  should  say,  in  answer 
0  that,  "Because  of  the  laws  that  must  be  passed  in  the  various 
States  before  this  land-bank  law  could  take  effect,  you  would 
lave  a  system  of  change  of  land  titles,  registrations,  and  exemptions 
hat  would  enable  this  farmer  to  render  his  farm  a  liquid  asset  for  a 
hort-time  loan,  which  he  can  not  now  do  under  the  various  State 
aws. 

This  bill  is  evidently  drawn  strictly  foi  the  benefit  of  landlords 
ind  incidentally  by  filtration  to  reach  the  less  fortunate  neighbor. 
Mr.  BuLKLEY.  Which  bill  is  that? 

Mr.  Bbooks.  This  is  the  bill  that  is  framed  by  the  United  States 
M)mmission,  introduced  in  the  House  and  Senate. 

It  simply  places  the  landownei"  on  the  Mime  footing  with  the 
stockholder  in  a  corporation.  He  can  bond  his  assets  and  secure 
tnonev  on  the  most  favorable  terms  that  the  money  markui  will 
afford.  But  the  plan  should  not  lend  itself  to  land  speculation.  For 
this  reason  the  loan  should  be  limited  to  the  resident  or  actual  opera- 
tor of  the  farm.  You  must  be  worth  at  least  half  the  value  of  the 
farm  before  you  could  avail  yourself  of  the  privileges  of  this  bill. 

h  bonding  dangcroxiH? — Quite  a  number  of  people  are  shocked  at 
the  thought  of  making  it  easy  for  (me  to  go  in  debt  on  easy  terms, 
and  that,  too,  by  abolishing  exemptions.  Moralize  against  debt  all 
we  will,  it  is  quite  evident  that  those  who  have  succeeded  in  floating 
the  heaviest  debts  have  gathered  the  harvest.  It  all  depends  upon 
the  relation  of  the  cost  of  the  debt  to  the  profits  of  the  business. 

The  farmers  owe  about  $3,000,000,000,  of  which  $2,000,000,000  is 
backed  up  by  mortgages  alreadv.  The  public  debt  of  all  the  nations 
of  the  earth  is  estimated  by  tne  Bureau  of  Universal  Statistics  at 
$42^960,000,000. 

From  returns  made  directly  to  the  Wall  Street  Journal  by  the 
various  treasurers  it  is  shown  that  the  governmental  ex]H»ndituros 
in  all  the  States  have  risen  from  $189,000,000  in  1901  to  $4i>a,000,000 
in  1911.  At  a  similar  rate  of  increase  the  countrv  and  nuinicipal 
taxes  rose  from  $912,000,000  in  1901  to  $2,082,000,000  in  IDll,  mak- 
ing a  total  for  State  and  local  purposes  of  $2,505,000,000.  Add  to 
this  the  expense  of  the  Federal  Government  of  $050,000,000  and  wc 
have  for  yearly  governmental  expenditures  alone  the  stu|XMidous 
sum  of  $3,155,000,000.  Most  all  of  our  big  ct)rporati()ns  and  trusts 
are  heavily  bonded,  or  mortgaged,  or  both.  The  most  prosperous 
farming  district  of  the  United  States  is  heavily  mortgaged.  The 
nuwt  important  agricultural  section  of  the  United  States  is  the  up- 
per Mississippi  Valley.  In  the  States  that  would  be  touched  by  a 
drcle  of  600  miles  radius,  with  center  at  Chicago,  is  f  ouivd  \iS  V>\\\\otv 
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out  of  the  40  billion  dollars  of  all  farm  property  in  1910  and  53  pec 
cent  of  all  the  improved  farm  land  in  the  United  States.  Them 
States  raise  considerably  over  half  of  the  live  stock  in  the  Unite|| 
States  and  $1,800,000,000  out  of  the  $2,700,000,000  worth  of  cerealflu 
To  express  this  in  percentages  this  area  contains  57.7  per  cent  of  tbq 
value  of  all  farm  property,  60.7  per  cent  of  the  value  of  all  far 
lands,  51.3  per  cent  of  all  the  cereals  as  measured  by  value, 
we  exclude  cotton,  as  confined  to  the  southern  territory  by  climati 
conditions,  the  overwhelming  predominance  of  this  section  woi]' 
be  even  more  evident.  Nor  is  this  domination  declining  with 
development  of  other  sections  of  the  country.  On  the  contrary,  it  k| 
growing    greater    with    each    succeeding    census.      This    territor 

fathered  to  itself  60  per  cent  of  the  value  added  to  farm  proper 
urinff  the  last  decade. 

Eighteen  of  the  leading  insurance  companies  of  the  United  Stat 
have  loaned  on  farm  mortgages  in  the  various  States  the  sum  t 
$414,000,000.    Of  this  sum  tne  State  of  Iowa  has  absorbed  more  th« 
one- fourth,  or  25.5  per  cent;  Kansas  is  using  8.8  per  cent;  Nebrasksil 
9.9  per  cent ;  Missouri,  8.6  per  cent ;  Minnesota,  Indiana,  and  Ulinoiw 
7.1  per  cent  each.    The  farmers  in  these  States  have  been  able  m 
make  more  than  the  interest  charge  on  their  debts.    If  the  bill  pre-i 
sented  by  the  United  States  commission  were  passed,  perhaps  most! 
of  these  mortgages  would  be  shifted  to  the  land  bank.    Then,  the 
insurance  companies  would  invest  in  the  bonds  instead  of  holding 
the  mortgages  direct.     People  who  own  farms  but  have  moved  to 
town,  for  one  reason  or  another,  and  live  on  the  rent  from  the  land, 
would  be  inclined  to  sell  the  land  and  invest  in  land  bonds  rather 
than  see  the  land  depreciate  in  value  because  of  neglect  by  renters. 
But  I  am  solicitous  for  those  whom  this  scheme  would  not  readi 
Is  there  no  record  in  the  annals  of  history  where  Government  went 
to  the  relief  of  the  lowly?     Can  the  Government  afford  to  set  the 
example  of  doing  such  a  thing? 

I  consider  Mr.  H.  W.  Wolf  the  greatest  living  authority  on  rural 
credit,  and  in  his  address  before  the  American  and  United  States 
commissions  at  Dublin,  in  speaking  of  personal-credit  banks,  said: 

I  do  not  think  the  Government  should  interfere  in  their  worlv,  nnd  to  show 
what  State  interference  will  do  I  want  to  tell  you  what  happened  to  a  Prussian 
Ralffeisen  bank  through  State  interference.  In  1895  a  State-endowed  bank  was 
formed  In  Prussia  to  finance  a  cooi^erative  credit  society.  Up  to  that  time  the 
Ralffeisen  unions  had-  been  solvent.  In  1895,  when  this  bank  was  formed,  th^ 
said,  "No;  wedon't  want  any  assistance;  we  have  money  enough,  and  we  ask  yon 
for  nothing."  However,  the  financial  people  brought  pressure  to  bear,  and 
•rentaally  they  entered  negotiations,  and  consequently  they  rather  overrated  the 
amount  of  money  at  their  command,  and  a  few  years  later  found  themselves 
In  very  serious  difficulties.  They  had  speculated  and  had  some  pretty  hard 
times.  They  got  out  of  it  only  by  rather  heroic  methods,  and  I  do  not  think 
there  will  be  any  losses  in  the  end,  for  the  contributions  of  the  societies  will 
be  repaid.  Now,  that  these  Raitfeisen  institutions  are  free  from  State  aid 
they  are  doing  well  again. 

Go  about  it  privately  and  you  will  find  that  even  the  Imperial  Federation,  in 
Prussia,  which  relies  on  State  advance,  is  heavily  impoverished  with  the  inte^ 
ference  it  has  to  submit  to.  For  what  the  State  gives  it  asks  about  10  times 
the  amount  in  return.  The  head  of  this  union  complained  to  me  in  1898,  "We 
can  not  stand  it  any  longer."  There  followed  rebellion;  and  when  the  State 
wanted  to  tighten  the  strings  the  unions  grew  verj-  restless  and  Siiid,  **  We  will 
make  ourselves  independent.  We  have  £150.000,  and  we  will  throw  off  this 
Government  yoke."  The  only  banking  aid  they  had  open  to  them  was  the  Stat* 
"'  they  went  to  the  Ralffeisen  Union  to  try  and  make  its  societies  th 
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5  agencies  for  its  own  work,  and  In  return  to  aet  as  agent  for  them  and 
ir  bills;  but  the  Ralffelsen  societies  would  not  consent  to  this.  Then 
It  to  an  ordinary  jolnt-stocls  banli,  one  of  the  largest  in  Germany.  This 
3n  does  not  tie  them  to  exclusive  business;  and  to  both  parties  this  is 
»re  satisfactory  arrangement.  Even  the  tradesmen  societies,  which  have 
:ored  in  every  respect,  openly  say  they  would  like  to  break  with  the 

ince  you  have  seen  the  system  of  the  Credit  Agricole;  there  is  unrest, 
result  of  the  State  aid  has  uot  been  what  they  had  expected.  I  under- 
lat  you  have  visited  some  of  the  French  banks  where  they  really  have 
ated  a  reserve  fund.  That  is  what  State  aid  is  Intended  for :  but  only 
)r  two  districts  has  it  actually  been  done.  A  select  committee  of  the 
Chamber  of  Deputies,  reix)rting  recently  on  credit  to  be  given  to  the 
classes,  points  out  that  in  agricultural  banks  supported  by  the  State 
ce  the  people  did  not  repay  as  they  should.  The  money  being  advanee<l 
5tate,  according  to  this  report,  some  of  the  people  did  uot  exfiect  to  have 
It  back. 

r  the  banking  interests  of  the  United  States  are  distinctly  opjiosed  to 
oduction  of  cooperative  banks,  and  I  think,  if  it  is  so,  that  the  banking 
s  of  the  United  States  are  very  shortsighted.  Banking  people  20  years 
e  us  a  lot  of  trouble  in  Ireland  about  savings  banks,  but  now  everywhere 
among  the  more  intelligent  bankers  a  friendly  feeling  toward  the  coop- 
banks.  The  cooperative  banks  come  into  the  field  not  as  competitors 
ommerdal  banks  but  as  feeders  for  them.  People  who  want  to  do  bank- 
lid  go  to  the  cooi^erative  banks.  In  Italy  it  was  the  cooperative  banks 
Diulated  progress  and  brought  banking  up  to  date.  I  do  not  think  there 
danger  in  this  country,  or  in  the  United  States,  of  cooperative  banks 
ig  rivals  of  the  ordinary  commercial  banks. 

Mr.  Wolf  is  not  opposed  to  Governments  doin^  as  Denmark  is 
Allow  me  to  quote  from  page  551  of  the  report  of  the  Ameii- 
mmission : 

r.  Waage.  I  shall  give  you  a  reiwrt  of  the  small  fanners'  credit  in  this 
under  the  control  of  the  Government  amd  aided  by  Government  loans, 
the  Government  called  this  system  int<»  existence — first,  for  a  i>oriod 
:ar8  and  later  renewed  for  5  or  10  years.  The  State  has  put  at  the 
I  of  the  people  who  want  to  start  small  farms  some  millions  of  crowns: 
pd  with  2.000.000,  and  now  it  has  been  increased  to  4,000,000,  per  year 
r  cent.    The  loans  the  Government  has  granted  in  this  way  amount  to 

00  crowns. 

her  does  Mr.  Wolf  oppose  the  policy  of  England  in  her  deal- 
ith  the  Irish  peasants,  in  helping  them  become  home  owners. 
ge  865  of  the  report  of  the  American  and  United  States  com- 
n  we  find  the  following : 

of  the  facts  elicited  are  jis  follows:  The  ostntes  coninilssirm  (►f  throo 
•s,  apiK)iuted  for  life,  hr.d  its  origin  in  the  Whulham  Act  of  11)02.  il<»Mlinjr 
ie  division  and  purchase  of  estates  by  tenants.     This  coniniisson  now 

1  aix^ut  £8,000,000  \)er  year,  all  used  for  the  purchase  and  division  of 

i  estates  niaj'  be  purchased  at  a  voluntary  sale  from  tlie  owntM's  or 
I  the  area  of  the  congested  districts  board)  the  wilo  may  Im  niado  on 
sion.  At  present  the  sales  are  almost  all  voluntary.  Since  its  inception 
ites  conmiission  has  purchased  and  resold  about  S,(M)0.0(K)  nereis,  vnlnod 
)00,000. 

congested  districts  board  is  a  larger  commission,  also  nominated  by  the 
Dient.  and  has  for  its  object  the  division  and  sale  of  estates  in  nine 
i  counties  of  Ireland,  where  the  congestion  of  tenants  was  such  that 
tager  was  unable  to  make  a  living  on  his  small  parcel  of  ground.  This 
las  purchased  laud  worth  perhaps  £3,000.000,  of  which  it  has  s(>ld  about 
)  to  date. 

procedure  is  about  as  follows:  A  large  estate.  perliai)s  entirely  in  i)as 
id,  is  put  up  for  saU».  The  oflficials  appraise  it  with  reference^  to  its  i)ro- 
D^s.  If  the  price  asked  by  the  owner  is  satisfactory  the  estate  is  pnr- 
aiid  the  owner  paid  in  Government  land,  scrip,  or  stock  bearing  3  per 
terest    Hitherto  the  voluntary  seller  has  been  given  a  boiwis  ot  VI  v^x 
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rent  of  the  purchase  price,  but  this  bonus  seems  to  have  been   withd 
recently. 

Estates  sold  under  compulsion  the  Government  must  pay  for  in  cash. 
a  matter  of  fact,  there  are  three  methods  of  paying  for  land:  (a)  in  stock,! 
usual  and  immediate  payment  method;  (&)  in  cash,  an  option  which  is  i 
resorted  to,  since  the  prospective  seller  must  in  this  case  await  his  turn,  j 
cash  sales  are  often  very  long  delayed ;  (c)  or  partly  in  cash  and  partly  in  ( 

Once  purchased,  the  estate  is  divided  into  tracts  of  25  to  30  acres;  line  ^ 
are  built  if  necessary,  a  house  is  constructed  at  a  cost  of  about  £200,  and  I 
place  is  sold  to  a  tenant,  preferably  a  former  tenant  on  the  estate,  sometl 
purchaser  from  some  other  district.    Since  there  are  frequently  25  to  40  i 
cants  for  each  holding  it  is  not  difficult  to  find  honest,  capable,  indu 
purchasers.    Very  often  an  estate  is  purchased  by  the  tenants  thereon  i 
mutual  agreement  with  their  former  landlord  as  to  purchase  price.    The  < 
emment  buys  the  estate,  pays  the  landlord  in  stock  or  scrip,  and  sells  it  I 
small  holdings  to  the  tenants  who  thus  become  the  debtors  of  the  State. 

The  small  holder,  who  may  have  no  capital — ^and  seldom  has  enough  to  i 
the  holding — ^pays  at  present  3  per  cent  interest  on  the  purchase  price 
one-half  of  1  per  cent  amortization,  or  a  total  of  31  per  cent,  payable  in  i 
annual  installments.    This  rate  amortizes  the  debt  in  about  62  yeara 
purchaser  is  given  a  title  to  the  land,  pays  taxes  on  it,  and  may  transfer  I 
equity  at  any  time  if  he  chooses. 

Out  of  £90,000,000  sold  the  failures  to  pay  the  installments  promptly  hi|j 
been  inconsiderate.     In  the  county  of  Cork  the  defaults  have  been  niL    In  ( 
of  default  or  failure  the  installments  are  paid  out  of  the  county  excheqo 
hence  the  tendency  to  pay  promptly  is  warmly  applauded  and  the  slow  payer  1 
frowned  upon.    The  results  of  this  system  seem  to  be  excellent 

We  find  on  page  662  the  following  from  Mr.  Dop,  vice  presiden 
of  the  International  Institute  of  Agriculture: 

Agricultural  credit  in  France  is  cheap ;  and  this,  in  my  opinion,  is  one  of  itw 
most  important  features.  ' 

The  problem  of  how  to  discount  agricultural  paper  at  the  lowest  possible 
rate  is  the  real  difficulty  in  any  agrcultural  credit  system.  To  rescue  fl* 
farmer  from  the  evils  of  mortgage  credit,  often  from  the  bondage  of  usury, 
and  to  secure  him  loans  at  a  lower  rate  of  interest  than  is  usually  required  by 
ordinary  banks  would  seem  to  be  a  difficult  and  even  an  impossible  task.  Yet 
the  problem  has  been  solved  in  France  in  a  most  practical  and  profitable 
manner,  as  the  rate  of  interest  charged  the  farmer  varies  from  2  to  5  per  cent, 
according  to  the  length  of  time  for  which  the  loan  is  made. 

To  organize  agricultural  credit  so  that  it  may  be  adaptable  to  all  the  require- 
ments, to  all  the  needs,  to  all  the  incidents  which  may  arise  in  the  complex 
business  of  the  farming  industry  is  an  ideal  which  it  would  seem  difficult  to 
attain  without  derogating  from  basic  principles  and  without  weakening  the 
very  foundations  on  which  the  edifice  of  rural  wealth  reposes.  Yet  this  seemini 
impossibility  has  been  rendered  possible,  thanks  to  the  good  will  and  the  abilitj 
of  our  legislators  and  thanks  more  especially  to  the  suppleness  of  the  organisa- 
tion which  they  have  built  up  to  meet  the  varied  needs  of  our  farmers. 

If  Monarchies  and  Republics  in  other  parts  of  the  world  can  ste{ 
down  from  their  lofty  perch  and  do  these  things,  and  we  can  not 
which  do  you  suppose  will  appeal  to  the  people  of  this  class  as  th( 
better  government  for  them?  It  is  not  philanthropy;  it  is  noi 
charity ;  it  is  not  giving  anything  to  anybody ;  it  is  statesmanship. 

However,  we  all  know  that  to  go  into  reckless  loans  loosely  ad 
ministered  would  result  in  a  calamity.  We  should  not  develop  i 
hothouse  nursery  for  the  incapable,  neither  should  we  ignore  anc 
neglect  so  important  a  part  of  our  population  as  those  who  produc( 
half  the  food  and  the  raw  material  for  the  raiment  that  is  produced 
in  the  United  States.  Every  other  bite  you  eat  comes  from  the 
bounty  of  their  hands ;  every  other  article  of  raiment  you  use  comes 
by  the  sweat  of  their  brows. 
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N6e<?  of  laborers. — If  some  one  should  say  that  we  would  have 
T^o\^>)orers  if  they  were  allowed  to  own  land  of  their  own,  I  will 
\  «»y  that  when  I  hear  of  the  dearth  of  labor  I  rejoice ;  for  I  know  that 
iMMis  that  all  who  are  worthy  are  employed.  But  when  I  hear  of 
millions  out  of  work  I  am  alarmed.  I  know  there  is  wretchedness 
md  danger.  Old  Rome  used  to  try  to  solve  the  unemployed  prob- 
lem by  using  them  in  the  cities  on  public  works  and  private  extra va- 
fuice,  with  feasts  and  amusements  thrown  in.  We  all  know  how 
much  of  a  remedy  that  was. 

I  wonder  if  any  of  you  surmise  that  patriotism  is.  dying  from 
the  disinherited,  the  submerged,  within  the  confines  of  this  Govern- 
ment? How  could  it  be  otherwise?  Revolutions  are  landmarks  of 
bad  statesmanship. 

Source  of  funaa. — If  the  Government  should  advance  money^  how 
should  it  be  obtained  ?  That  depends  upon  whether  we  have  sufficient 
money  to  answer  the  demands  or  not.  It  can  be  secured  by  deposits 
from  the  Treasury,  by  selling  bonds,  or  by  the  issue  of  Treasury  notes 
m  like  manner  as  is  provided  under  the  new  banking  and  currency 
act  which  is  to  answer  the  needs  of  purely  commercial  business. 

Class  legislation. — ^We  expect  the  charge  of  class  legislation  is 
to  be  presented.  It  all  depends  on  what  we  define  as  class  legisla- 
tion. If  it  means  legislation  that  is  for  one  class  at  the  expense 
or  to  the  injury  of  another,  then  this  is  not  class  legislation.  If 
class  legislation  means  legislation  that  favors  one  class  without 
injury  to  another,  this  is  class  legislation.  If  class  legislation  means 
legislation  that  benefits  one  class  with  indirect  benefits  to  another, 
then  it  is  class  legislation.  I  wonder  how  many  laws  are  on  the 
statute  books  that  do  not  come  under  the  head  of. class  legislation 
under  such  constructions. 

(A  recess  was  taken  until  2  o'clock  p.  m.) 

AFTER   RECESS.  I 

The  committee  met  at  2  o'clock  p.  m.,^  Hon.  Robert  J.  Bulkley 
presiding. 

Senator  Hollis.  Mr.  Brooks,  you  were  cut  off  this  morning.  If 
there  were  any  other  observations  you  would  like  to  make,  we  would 
be  glad  to  hear  you. 

STATEMENT  OF  FBOF.  T.  T.  BBOOES— Continued. 

Mr.  Brooks.  Mr.  Chairman,  I  really  was  through  with  my  main 
statement,  but  I  would  like  to  submit  a  report  which  was  adopted 
at  the  last  national  convention  of  the  Farmers'  Union  on  this  point, 
and  let  it  go  into  the  record  on  the  question  of  long-time  land  loans. 
It  is  as  f  oUows : 

We  could  have  a  system  whereby  the  Government  would  provide  a  sum  of 
money  to  be  loaned  at  the  same  rate  of  interest  that  the  Government  pays  on 
its  bonds,  plus  a  fraction  of  a  per  cent  to  cover  cost  of  administration.  This 
fond  to  be  made  available  for  the  purchase  of  land  by  the  homeless  on  the 
UDortixation  basis,  to  be  furnished  through  rural  banlis  organized  for  the 
[rarix)ee under  laws  providing  for  the  same;  no  man  allowed  to  utilize  it  for  the 
imrpose  of  purchase  of  land  who  has  at  present  more  than  a  specified  number  of 
icres.  This  would  put  at  the  service  of  the  homeless  a  fund  of  money  at  a 
rate  below  the  net  increase  i)0sslble  to  produce  from  the  farm.     At  present 
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loans  on  real  estate  cat  up  all  net  profits  and  make  it  almost  impossible  for  the 
purchaser  to  liquidate  his  debts,  principal,  and  interest  In  the  length  of  time 
that  is  allowed  for  such  loans. 

In  the  case  of  the  landowner  who  wishes  to  l)orrow  money  for  the  better 
equipment  of  his  farm,  this  could  be  provided  for  by  the  Landschaften  system 
of  pooling  of  land  and  issues  debentures  based  on  the  collective  guaranty.  Thli 
would  place  a  landowner  on  equal  footing  with  all  the  great  corpontioni 
which  utilize  the  sale  of  bonds  as  a  means  of  securing  capital. 

SHORT-TIME    I  OANS. 

The  advantages  to  the  farmer  of  the  open  account  has  been  demonstrated  by 
the  rural  credit  systems  of  the  Old  World.  The  American  farmer  has  nerer 
had  the  privilege  of  the  open  account.  He  should  be  allowed  to  comply  witl 
the  requirements  of  securing  the  privilege  of  borrowing  on  daily  balances  at 
a  fraction  of  a  per  cent  above  the  rates  allowed  on  deposits.  If  he  does  not 
choose  to  avail  himself  of  the  privilege,  he  is  not  obliged  to,  but  it  Is  manifeitlj 
unjust  and  unfair  not  to  give  the  American  farmer  the  same  privilege  that  i 
granted  the  commercial  world.  The  excess  of  interest  that  is  paid  by  farmefi 
over  commercial  men  is  enormous,  and  forces  them  in  many  instances  to  na 
store  accounts,  buy  on  credit  from  year  to  year,  pay  a  premium  for  ttak 
credit,  and  thereby  submit  to  an  enormous  tax.  which  is  a  continuous  drtln 
upon  the  borrowing  element  of  the  agricultural  class.  Where  the  advantage  of 
rural  credits  is  provided  the  farmer  with  unimpeachable  character  can  secme 
money  for  his  necessities  at  a  fraction  of  a  per  cent  above  the  rate  allowed  oft 
deposits.  This  enables  him  to  pay  cash  for  his  purchases  and  eliminate  tte 
credit  system. 

This  system  of  banking  could  be  provided  either  by  State  or  Xatiooil 
legislation.  Three  States  have  already  passed  laws  providing  for  such  ejttbm 
of  rural  banking,  namely,  Massachusetts,  Texas,  and  New  York.  In  order 
to  provide  an  adequate  system  of  rediscounting  necessary  for  the  operatioo 
of  rural  credit  banking  it  needs  to  be  national  in  scoi)e.  For  this  reason  a 
national  law  governing  such  system  of  banking  we  think,  would  be  necessux. 
Under  this  law  could  be  established  a  system  that  would  coordinate  the  rani 
banks  of  the  whole  country  under  one  system  of  rediscounting. 

Mr.  Plait.  Is  that  your  statement? 

Mr.  Brooks.  It  is  a  copy  of  extracts  f  I'om  the  minutes  of  the  list 
national  meeting  of  the  Farmers'  Union,  at  Salina,  Kans.,  last  Sep- 
tember, which  T  simpljr  submit  to  go  into  the  record. 

Senator  Hollis.  That  will  be  made  a  part  of  the  record. 

Mr.  Brooks.  As  to  the  uses  to  be  made  of  these  credit  systems,  I 
would  like  to  quote  a  paragraph  from  Mr.  David  Lubin : 

The  farmers  could  then  form  another  cooperntive  nssociation.  another  cor- 
poration, their  own  cooporntive  bank,  in  which  they  could  deposit  the  money  ob- 
tained by  the  sjile  of  Landschaft  bonds.  This  bank  could  in  turn  first  give  tl* 
farmers  tli(»  open  accomit.  which  would  enable  them  to  do  business  for  csrii". 
it  could,  secondly  furnish  the  money  for  tlie  cooperative  distribution  of  tbe 
products  of  the  farm.  All  this  would  it  make  possible  for  the  fanners  to  fonn 
the  third  and  last  cooperative  group  or  corporation  for  the  collective  pardiatt 
of  requirements  and  the  collective  distribution  of  their  products.  There  would 
thus  be  three  distinct  cooi)erative  groups,  three  corporations.  First,  the  Land- 
schaft ;  second,  the  cooperative  bank ;  third,  the  coojierative  purchasing  and 
distributing  association.  The  safeguarding  proiwsal  by  the  State  and  X«tl«)0 
would  only  refer  to  the  Landsohaft  and  not  to  the  other  two. 

As  T  spoke  of  the  different  purposes  involved  at  the  beginning  1 
read  that  as  testimony  of  the  uses  that  would  be  made  of  these 
different  systems  m  case  the  fanners  are  allowed  to  organize  ap- 
propriate banks,  land  banks,  and  by  securing  capital  through  the» 
bauKs  they  can  organize  their  cooperative  selling  associations,  and 
thereby  perform  the  carrying  function  which  is  now  carried  by  mid- 
dlemen and  speculators,  or  merchants,  whatever  you  choose  to  call 
them,  who  buy  the  crops  of  the  farmer  and  carry  them  until  thej 
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re  needed  by  the  consumer,  pay  the  insurance,  storage,  and  interest 
»ii  money  which  they  have  invested,  etc  Of  course,  the  consumer 
las  finally  to  pay  it  all. 

You  take  the  cotton  crop  of  the  South.  It  is  gathered  and  mar- 
keted, most  of  it,  in  two  months,  and  the  farmer  can  not  perform  the 
carrying  function.  He  must  sell  it  because  he  owes  debts,  and  he  is 
not  financially  able  to  carry  it  until  the  mills  need  it  and  by  being 
allowed  to  finance  his  own  operations  he  could  become  his  own  dis- 
tributor, and  not  in  any  sense  of  the  word  form  a  trust  or  monopoly 
)r  combination  to  influence  prices,  but  to  keep  from  flooding  the 
market  faster  than  the  consumption  demands  it.  There  has  never 
>een  a  time  when  the  farmer  did  not  sell  faster  than  the  consumer 
5'ould  consume  the  staple  products,  so  that  he  needs  to  have  a  system 
hat  will  enable  him  to  nnance  his  selling  organization,  just  as  is 
lone  by  the  large  manufacturers.  The  International  Harvester  Co. 
loes  not  have  to  auction  its  stuff  off.  It  has  agents  that  solicit  and 
«11  their  products  throughout  the  world  at  their  own  prices  and  they 
»n  finance  themselves.  But  there  never  can  be  a  time  when  the 
farmer,  as  a  class,  can  form  and  operate  a  trust  as  is  done  by  the  big 
industries,  or^nized  and  operated  by  what  we  call  captains  of  in- 
dustry, for  this  reason :  To  form  a  trust  you  have  to  have  control  of 
the  supply.  The  farmer  produces  the  supply,  but  he  does  not  con- 
trol it.  He  does  not  control  the  amount  that  is  to  be  produced. 
There  is  no  way  for  him  to  dictate  to- any  member  of  the  farming 
class  how  much  he  shall  plant  of  anything  or  how  much  of  anything 
he  shall  produce.  He  has  got  to  take  that  just  as  it  comes  from  each 
individual's  efforts,  and  then  he  has  got  to  market  it  within  a  year, 
because  another  crop  will  come  along  and  force  him  to  do  it.  So 
he  can  not  form  a  trust,  as  could  be  done  by  a  concern  that  regulated 
the  output  and  dictated  the  amount  that  is  to  be  produced.  So  I 
think  we  would  not  need  to  have  any  fear  that  it  would  lead  to  his 
becoming  an  oppressive  dictator  in  prices,  because  you  give  him  the 
right  and  privilege  under  these  systems  to  do  his  own  financing. 

Mr.  BuLKLEY.  Mr.  Brooks,  I  understand  that  you  do  not  think 
that  it  would  be  of  benefit  to  the  country  to  increase  the  price  of 
farm  lands  generally  ? 

Mr.  Brooks.  Well,  I  do  not  suppose  that  these  measures  that  you 
have  under  discussion  could  really  contemplate  what  the  effect  on 
farm  lands  might  be,  because  that  is  incidental.  I  do  not  consider 
that  it  will  change  the  value  of  farm  lands  in  a  great  many  places. 
In  some  few  places  it  might. 

Mr.  BuLKLEY.  You  said  something  this  morning  about  the  bill 
being  drawn  in  the  interest  of  the  landlords.  Was  not  that  what 
you  meant? 

Mr.  Brooks.  No;  I  meant  that  it  could  be  used  only  by  those  who 
own  the  land. 

Mr.  BuLKLEY.  As  a  matter  of  fact,  if  you  did  reduce  the  interest 
rates  generally  on  land-mortgage  security,  would  not  that  tend  to 
increase  the  prices  of  land  ? 

Mr.  Brooks.  Where  land  was  exceptionally  productive  it  might 
have  that  influence:  but  the  most  of  this  money  would  be  used  to 
increase  production  and  not  to  buy  land  for  speculative  purposes. 

Mr.  BuLKUSY.  Do  you  mean  that  to  be  a  suggestion  that  we  make 
such  restrictions? 
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Mr.  Brooks.  Oh,  it  needs  to  be  in  the  bill,  so  that  it  could  not 
used  for  speculative  purposes. 

Mr.  BuLKLEY.  You  would  favor  putting  such  a  restriction  in 
bill?  ^ 

Mr.  Bbooks.  Yes,  sir.     Land  speculation  does  not  produce 
thing,  and  it  does  not  do  anybody  any  good,  except  the  man  who 
the  money.    That  does  not  do  society,  as  a  whole,  any  good. 

Mr.  BuLKLEY.  So  that  you  would  favor  limiting  the  purposes 
which  these  funds  could  be  loaned.    What  would  you  limit  it  to? 

Mr.  Brooks.  I  would  not  want  to  risk  naming  all  of  them  just 
hand ;  it  might  be  reached  by  specifying  what  purposes  it  could 
used  for  or  by  a  process  of  elimination,  that  certain  things  it  o 
not  be  used  for.    In  European  countries  the  limitation  is  not  pli 
upon  loans  secured  by  land  mort^ges,  but  they  are  on  all  persoi 
credit  loans  through  the  cooperative  banks.    T'ne  rural  creoit  bai 
require  the  borrower  to  state  what  he  is  going  to  do  with  it,  and 
he  does  not  he  eliminates  himself  as  a  borrower. 

Mr.  BuLKLEY.  That  is  on  the  short-time  loans? 

Mr.  Brooks.  That  is  on  short-tiine  loans ;  yes. 

Mr.  BuLKLEY.  But  in  the  long-time  loans — ^how  about  that? 

Mr.  Brooks.  No  ;  they  do  not  nave  it  for  the  long-time  loans. 

Mr.  BuLKLEY.  You  would  favor  putting  a  limitation  on  the  long' 
time  loans,  would  you  not? 

Mr.  Brooks.  Yes,  sir. 

Mr.  BuLKLEY.  The  Moss  bill  proposes  that  the  purposes  shall  W 
limited  to  completing  the  payment  of  the  purchase  price  of  the  laiii^ 
or  to  pay  preexisting  debt  or  to  improve  the  land  that  is  mortgaeei 

Mr.  Brooks.  I  unaerstand  some  of  those  have  been  put  in  the  DiD-l 
since  it  was  first  drafted. 

Mr.  Bulkley.  That  is  true.  Are  those  good  limitations,  in  your 
judgment? 

Mr.  Brooks.  They  may  be  a  little  too  restrictive.  There  are  other 
things  that  the  money  ought  to  be  allowed  to  be  used  for,  I  think. 

Mr.  Bulkley.  AVhat  else  do  you  have  in  mind  ? 

Mr.  Brooks.  A  man  often  needs  to  stock  his  place,  to  go  into  the 
cattle  business,  and  he  needs  equipment  that  he  perhaps  could  not 
get  unless  he  could  get  it  by  this  method,  and  that  will  require  him 
to  develop  that  kind  of  business,  and  if  we  restricted  him  during  the 
whole  time  of  the  loan,  reaching  35  years,  he  could  not  directly  use 
it  that  way.  He  would  have  to  circumvent  it  by  different  invest- 
ments if  he  used  it  for  that  purpose. 

Mr.  Bulkley.  Do  you  think  that  a  man  ought  to  be  allowed  to 
borrow  on  long  time,  say,  35  years,  for  the  purpose  of  buying  equip- 
ment which  is  perishable? 

Mr.  Brooks.  It  would  not  be  necessary  for  him  to  borrow  for  that 
length  of  time,  but  he  could  borrow  it  for  that  length  of  time  and 
pay  it  back  earlier. 

Mr.  Bulkley.  He  could,  but  the  question  is.  What  shall  we  allow 
him  to  do.    That  would  be  voluntary. 

Mr.  Brooks.  Well,  if  you  have  a  short- time-loanjpro vision  in  con- 
nection with  that,  then  that  ought  to  come  in.  When  you  have  a 
short-time  provision  in  it,  it  ought  to  come  in  under  that  head. 
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.  BuLKLEY.  I  think  that  is  true.  What  do  you  think  of  the 
ates  made  by  Mr.  Scudder  this  morninff  about  the  expenses  of 

little  local  banks  proposed  by  the  Moss  oill  ? 
'.  Brooks.  I  think  ne  had  his  expenses  too  high. 
•.  BuLKLEY.  How  would  you  estimate  it? 

r.  Brooks.  You  would  find  that  it  varied  so  much  that  you  could 
;et  a  standard.  In  some. places  it  might  be,  and  I  believe  it  would 
K>ssible  to  get  men  to  attend  to  that  for  what  would  be  almost 
ing.  In  oflier  places  they  would  be  compelled  to  pay  prices 
nensurate  with  the  same  tind  of  work  of  another  kind  of  busi- 
.  If  it  was  located  in  a  considerable  sized  town,  you  would  have 
ay  more  than  in  the  strictly  rural  districts.  Of  course,  we  could 
sxpect  it  to  be  carried  on  in  such  districts  as  cheaply  as  you  could 

mstrict  where  some  public-spirited  men  might  be  found  who 
Id  not  charge  anything. 

r.  Bulkuey.  Would  you  expect  that  to  be  done  in  this  country  i 
r.  Brooks.  No,  sir ;  I  would  not  expect  it. 

mator  HoLms.  In  New  England  the  mutual  savings  banks  are 
'  large  institutions.  I  think  that  is  the  plan  the  one  I  am  con- 
ed with  is  run  on.  The  president,  who  usually  has  knowledge 
it  investments,  is  paid  a  rather  moderate  salary.    The  treasurer, 

actually  has  the  handling  of  the  funds  and  looks  after  the  book- 
>ing,  etc.,  has  a  fair  salary.    The  trustees  who  are  really  the  direo- 

01  the  enterprise  and  meet,  say,  once  a  month,  get  practically 
ling.  It  may  be  that  they  get  $1  or  $2  for  attending  a  monthly 
ting.  These  trustees  do  that  just  as  they  would  serve  on  a  school 
•d  or  any  other  position  of  honor  in  the  community,  and  they  con- 
r  it  quite  an  honor  to  be  elected  to  be  a  trustee  of  one  of  these 
ual  savings  banks.  And  so  I  say  that  that  sort  of  superinten- 
:e  is  given  for  that  institution.  Should  you  not  expect  to  find 
;  sort  of  feeling  in  every  rural  community  to  a  certain  degree  ? 
[r.  Brooks.  In  most  communities  you  would  find  it.  at  least  in 
e  degree.  I  know  of  quite  a  lot  of  what  you  might  call  country 
ks  that  the  president  does  not  draw  a  cent  of  salary.  He  is  very 
n  a  farmer  who  lives  out  in  the  country,  and  he  is  pretty  well 
d  and  has  money  on  deposit,  and  just  to  get  his  influence  he  is 
ie  president — ^he  does  not  know  anything  about  the  business  of 
king.  He  gets  no  salary,  but  attends  the  meetings.  •  But  the 
ker,  who  is  sometimes  the  cashier  and  bookkeeper  and  all-piirposo 
1  and  does  all  the  work  of  the  bank,  is  paid  a  salary-  for  his  time. 
fr.  BuLKLEY.  Of  course,  the  president  does  not  spond  much  time 
it? 
Ir.  Brooks.  No,  sir;  except  to  seeing  whether  or  not  thi*>e  furms 

being  properly  cared  for.  There  would  not  be  so  murh  work  to 
ini  to  as  in  a  land  bank: 

Jr.  Bulkuby.  How  much  do  j^ou  think  you  would  liavo  to  pay  tho 
htsort  of  man  to  do  the  active  work  of  directing  tlu^  affairs  of 
5  of  those  little  banks  ? 

tfr.  Brooks.  As  I  said,  it  would  vary  so  that  it  would  hi»  imj)o>>il)lp 
fix  a  standard.    Some  places  you  would  get  him  for  MOO. 
Mr.  BuLKLBY.  Is  that  $100  a  year  ? 

Mb.  Brooks.  Yes.    And  some  places  you  would  have  \n  pay  si.ooo 
cause  of  larger  business  and  more  expensive  hK-ation. 
Mr.BuLKiiEY.  Would  you  have  to  pay  as  high  as  $l,0()(i '. 
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Mr.  Brooks.  Some  places  you  could  not  get  a  man  to  do  it  \aim 
you  paid  him  as  much  as  he  could  make  in  that  same  length  of  tinn 
m  another  business.  He  hasn't  any  interest  there,  when  there  is  u 
public-spirited  man  in  the  community — and  there  are  comniiinitiesi 
with  no  such  man  in  it. 

Mr.  BuLKLEY.  Do  you  agree  with  Mr.  Scudder's  idea  that  each  lou 
ought  to  be  inspected  once  a  year? 

Mr.  Brooks.  It  ought  to  be  inspected,  in  most  cases  I  would  aft 
once  a  year.  If  you  had  a  man  who  was  thoroughly  acquainted  witt 
all  the  community  where  the  bank  operated,  that  need  not  be  nectf- 
sary.  In  some  communities  there  is  a  man  who  deals  in  cattle,  wto 
drives  all  over  the  country,  or  he  may  be  the  constable,  or  sometluM 
of  that  kind ;  he  could  do  this  work,  and  he  would  know  the  confr 
tion  of  everybody's  farm  and  has  known  it  for  years.  He  could  il^ 
tend  to  it  without  hardly  any  trouble,  incidental  to  his  other  dutifl 

Mr.  Seldomridge.  Would  you  require  a  man  who  had  made  a  Ic 
with  one  of  these  banks  to  file  a  report  each  year  as  to  his  output! 

Mr.  Brooks.  That  is  a  detail  that  I  had  not  deliberated  on  muckl 
I  do  not  know  that  that  would  be  a  mistake. 

Mr.  Seldomridge.  I  want  to  ask  you  another  question.  In  yoai 
statement  to  the  committee  in  reference  to  the  farming  conditions  ia 
thet  Yazoo  cotton  district  of  Mississippi,  was  that  the  district  yw 
mentioned  ? 

Mr.  Brooks.  Yes,  sir. 

Mr.  Seldomridge.  Is  land  there  largely  occupied  by  tenants! 
•  Mr.  Brooks.  Yes,  sir. 

Mr.  Seldomridge.  Are  they  mostly  negroes? 

Mr.  Brooks.  Yes,  sir. 

Mr.  Seldomridge.  Are  they  of  that  class  described  here  in  tta 
early  stages  of  the  hearings  who  were,  in  a  certain  sense,  under  cot- 
tract  with  the  storekeepers,  or  do  they  mortgage  themselves  from  oil 
year's  end  to  the  other  with  the  stores? 

Mr.  Brooks.  A  great  many  of  them  do. 

Mr.  SELDOMRrooE.  What  rate  of  interest  do  they  pay  for  that  •^ 
commodation? 

Mr.  Brooks.  Well,  I  could  not  state  definitely,  for,  while  I  do  no! 
live  in  the  Delta,  those  storekeepers  that  run  tnose  accounts  some- 
times takte  enormous  profits,  as  I  know. 

Mr.  Seldo3iridge.  We  know  that.  That  was  brought  out  in  th 
hearing,  but  I  did  not  know  but  what  maybe  you  were  familiil 
with  it. 

Mr.  Brooks.  No  ;  I  could  not  give  you  exact  data  any  more  thai 
in  a  general  way. 

Mr.  Seldomridge.  What  is  the  prevailing  rate  of  interest  on  whi 
you  might  call  short-time  or  chattel  loans  in  that  section? 

Mr.  Brooks.  Two  years  ago  the  State  passed  a  law  making  6  p« 
cent  the  legal  rate  and  exempting  all  accounts  that  ran  at  a  ni 
below  that  from  taxes,  and  I  do  not  know  just  what  effect  that  hi 
had,  generally  speaking,  on  the  price  of  money. 

Mr.  Seldomridge.  What  is  the  average-sized  farm  or  plantation 

Mr.  Brooks.  Do  you  mean  in  the  Delta? 

Mr.  Seldomridge.  In  the  Delta,  ves;  where  these  conditions  ezW 

Mr.  Brooks.  I  have  not  the  figures  to  show  how  much  tin 
average. 
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Mr.  Seldomridoe.  How  much  is  given  to  a  tenant  to  cultivate — the 
verage  number  of  acres? 

Mr.  Sbooks.  It  would  depend  upon  what  kind  of  crop  he  is  going 
o  raise. 
Mr.  S£UK)>iKiD<)E.  Cotton,  for  instance. 
Mr.  Brooks.  If  he  raises  nothing  but  cotton,  you  mean  ? 
Mr.  Seldo^^iridge.  Yes. 

Mr.  Brooks.  Tliat  varies:  I  would  say,  oh,  from  12  to  l.s  acres,  one 
band.  If  he  has  machinery  he  could  use  that  to  advantage  and  could 
cultivate  some  more  land. 

Mr.  Selix):»[ridge.  What  has  been  the  success  of  the  small  farmei^s 
that  have  engaged  in  cotton  raising;  are  they  gradually  merging 
into  better  conditions  or  have  they  been  retrograding? 

Mr.  Brooks.  Take  the  State  as  a  w^hole;  it  has  been  going  down,  be- 
cause it  has  been  aggravated  in  the  last  few  years  by  the  boll  weevil, 
and  southern  Mississippi  farmers  are  in  very  bad  shape. 
Mr.  Seldomridoe.  What  »s  the  cotton  land  worth? 
Mr.  Brooks.  From  $10  to  $45  an  acre.     Of  coui*se,  some  of  the 
Delta  costs  considerably  more  than  that. 

Mr.  Seldomridoe.  Is  it  easy  to  secure  loans  on  that  land  ? 
Mr.  Brooks.  No,  sir;  the  banks  do  not  like  to  lr)an. 
Mr.  SEiiK)MRmoE.  I  beg  your  pardon? 

Mr.  Brooks.  The  banks  do  not  like  to  make  lon^^-tiiiic  loans. 
Mr.  Seldomridoe.  Will  they  loan  on  short  time? 
Mr.  Brooks.  They  do  not  absolutely  refuse.    Thero  is  some  of  it 
done;  but  they  do  not  court  it. 

Mr.  Seijx)mridge.  How  do  the  men  operate;  wheiv  <lo  they  get 
the  money  on  land  in  Mississippi  in  the  cotton  belt? 

Mr.  Brooks.  A  great  many  of  those  big  Delta  farmers  go  to  Mem- 
phis, make  a  contract  with  .some  wholesale  supply  house  to  furnish 
them  with  what  they  will  need  during  the  year — to  furnish  their 
hands,  croppers,  tenants,  and  hired  hands — and  thev  pledge  their 
crop  to  some  cotton  commission  man  there  to  get  these  h)nas.  and  the 
cotton  has  to  be  delivered  to  the  cotton  man,  and  he  has  no  more  to 
say  about  w^ho  is  to  get  that  cotton  than  somebody  that  did  not  raise 
it.   They  cany  enormous  amounts  in  that  way. 
Mr.  Seldomridoe.  Are  there  many  banks  in  the  smaller  towns? 
Mr.  Brooks.  In  Mississippi? 
Mr.  Seldomrh)gk.  Yes. 

Mr.  Brooks.  Oh,  yes;  we  have.  I  suppose,  a  due  pn-  ct^nt  o(  <niall 
banks. 

Mr.  Seum)mridoe.  Do  you  think  that  the  provisions  of  this  bill 
would  be  of  particular  benefit  in  the  particular  section  that  you  have 
bran  describing? 

Mr.  Brooks.  Well,  the  general  principles  involvcil  in  this  1)111  will 
be  the  same  benefit  to  the  farmers  in  that  country  as  they  would  any- 
where else,  I  suppose.  The  landowner  would  get  the  honcfit  finm  it. 
The  men  that  diet  not  own  land  could  not  get  the  benefit,  and  I  guess 
most  oiF  the  people  in  the  State  do  not  own  the  land. 

Mr.  Sbu)OMRIDGE.  A  man  to  become  a  borrower  under  (his  hill  has 
got  to  have  the  land  first? 

Mr.  Bbooks.  He  has  got  to  have  the  land  or  the  eiiuivalcni.  He 
has  got  to  have  at  least  half  the  value  of  ihe  land  Ix^fore  he  can  mort- 
gage it  for  the  other  half. 
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Mr.  BuLKLEY.  I  .do  not  quite  understand  how  it  would  be  possibk 
to  have  a  land-mortgage  system  without  the  mortgagor  owning  some 
of  the  land  or  being  in  the  way  to  own  some  of  the  land. 

Mr.  Brooks.  You  could  not.  All  I  said  on  that  other  propositioD 
was  to  this  effect,  that  there  are  places  where  the  man  who  has  no 
money  or  land  is  helped  to  be  a  home  owner  by  the  Government  pur- 
chasing the  land  and  then  letting  him  buy  it  from  the  Government, 
like  it  was  originally  public  domain.  We  have  had  millions  of  acres 
of  public  domain  in  the  United  States  and  sold  it  to  actual  settlers 
and  handled  it  without  any  public  scenes  or  scandal  or  any  mishapsi 
and  it  could  be  done  again. 

Mr.  SELDOMRmoE.  Could  he  not  buy  it  from  anybody  else? 

Mr.  Brooks.  He  has  got  no  way  of  buying  it,  because  he  has  no 
money,  no  credit ;  that  is  to  say,  he  has  got  no  money  to  pay  down, 
and  he  can  not  buy  it  unless  he  can  make  a  part  payment  of  a  sum 
that  would  make  the  seller  safe  in  delivering  it  over  to  him. 

Mr.  BuLKLEY.  Then  the  Government  would  be  practically  loaninf 
him  the  full  value  of  the  land  at  the  outset,  according  to  your  theoiyT 

Mr.  Brooks.  Yes,  sir.  The  Government  does  that  m  Denmark, 
but  it  does  not  allow  him  to  buy  unless  he  has  been  a  farmer  for  it 
least  four  years  previous.  In  Ireland  the  Government  buys  the  land 
outright  and  sells  it  to  the  tenant,  and  half  of  the  area  of  Ireland 
has  been  bought  under  that  law. 

Mr.  Platt.  In  Ireland  these  men  that  are  buying  that  land  ban 
been  living  on  the  identical  land  for  centuries. 

Mr.  Brooks.  They  are  farmers,  and  it  would  have  to  be  limited 
to  farmers. 

Mr.  Seldomridge.  Have  you  made  any  calculation  as  to  how  mud 
money  the  Government  would  have  to  advance  in  order  to  carry  oat 
that  idea? 

Mr.  Brooks.  No;  because  you  would  not  know  yourself,  and  no- 
body would  know  just  how  much  would  be  called  for,  because  w« 
would  have  to  have  certain  requirements,  and  I  do  not  know  how 
many  would  meet  them. 

Mr.  Seldomridge.  You  would  either  have  to  provide  for  it  by  the 
issuance  of  bonds  or  the  issuance  of  Treasury  notes. 

Mr.  Brooks.  Yes,  sir. 

Mr.  Seldomridge.  Both  of  which  would  be  a  credit  obligation  of 
the  Government.  ] 

Mr.  Brooks.  Just  as  your  currency  contemplated  under  the  new  j 
law  is  a  credit  obligation  of  the  Government,  which  is  for  the  servioe  1 
of  commerce. 

Mr.  SELD()MRn)GK.  It  has  back  of  it.  however,  a  certain  reserve  of 
gold. 

Mr.  Bi'LKLEY.  Is  there  not  a  very  great  distinction  there,  Mr. 
Brooks?  The  security  required  in  the  currency  law  is  140  per  cent 
of  the  currency  issue.  Yon  are  proposing  that  we  sell  them  the  land 
without  any  security. 

Mr.  Brooks.  The  question  resolves  itself  to  this:  The  bill  whidi 
vou  have  been  considering  contemplates  helping  the  man  who  is  least 
in  need  of  help  among  the  agricultural  class.  T  say  that  that  would 
result  in  good  both  to  him  and  to  the  man  who  is  most  in  need  of 
help,  indirectly;  but  I  still  say  that,  as  statesmen,  you  have  ^t  thii 
problem  face  to  face  with  you  to  deal  with,  either  to  ignore  it  or  to 
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lething  with,  that  half  of  the  people  who  produce  the  wealth 
5  country  from  the  farm  are  not  in  position  to  utilize  the  ad- 
^  of  this  measure. 

SELDOMBmoE.  Are  we  not  helping  the  farmer,  who  has  shown 
thrift  and  industry  and  intelligence,  making  a  success  of  his 
has  shown  by  his  efforts  that  he  is  worthy  of  fliis  confidence? 
Bbooks.  If  that  had  been  the  only  farmer  that  Denmark  had 
sideration,  they  would  never  have  enacted  the  laws  they  did 
)  fellow  that  did  not  have  that  confidence,  and  it  would  not  have 
^orth  anything  to  the  Irish  peasant  if  they  had  not  gone  further 
hat. 

Seijx)mridge.  I  think  we  are  dealing  with  a  different  type  of 
;  in  this  country. 

Brooks.  We  are  a  different  type  of  people  only  in  one  sense ;  we 
e  same  race,  the  same  blood,  the  same  kind  of  folks  by  descent, 
peasant  is  a  peasant,  whether  he  lives  in  the  United  States  or 
Britain  or  France  or  any  other  place. 
Platt.  I  do  not  quite  agree  with  you  on  that. 
Brooks.  Financially,  he  is. 
Platt.  I  think  they  are  very  different. 

BuLKLBY.  Let  me  see  how  far  you  would  carry  this.    Suppose 
had  served  an  apprenticeship  of  three  or  four  years  as  a  black- 
Would  you  favor  the  Government  buying  him  a  blacksmith 
ind  setting  him  up  in  business? 

Brooks.  If  there  is  not  anything  in  this  beyond  the  helping  of 
3,  there  is  no  need  for  any  legislation. 
BuLKLBY.  That  is  what  I  am  trying  to  find  out. 
Brooks.  Unless  this  applies  to  a  condition  that  concerns  every 
you  are  not  justified  in  taking  it  up.  If  civilization  is  at  stake, 
ik  this  kind  of  legislation  is  needed.  It  is  not  because  the 
r  as  a  class  deserves  any  special  laws;  it  is  not  because  he  as  an 
dual  is  any  more  worthy  of  legislation  at  your  hands  than  any 
class ;  it  is  not  because  he  has  any  more  influence,  is  any  more 
tant  as  a  private  citizen^  but  when  you  allow  agriculture  to  go 
it  takes  all  others  with  it,  and  everybody's  welfare  is  at  stake, 
elfare  of  the  Republic  is  at  stake,  and  the  perpetuity  of  free 
itions  is  at  stake,  and  civilization  is  at  stake,  and  it  is  short- 
jdness  for  any  class  to  get  jealous  of  agriculture.  When  you 
drifting  into  tenancy,  making  nomadic  farmers,  drifting  from 
to  place  because  they  have  lost  all  hope  of  ever  being  able  to 
tne  owners,  it  is  time  to  call  a  halt.  It  drives  country  people  to 
ties  and  creates  overurbanization,  and  it  will  take  more  radical 
ires  than  anything  I  have  suggested  here  to  right  that  in 
id. 

,  BuLKLEY.  Then  you  would  give  that  privilege  to  experienced 
)T8  and  deny  it  to  experienced  men  in  other  classes  on  the  ground 
W5iety  requires  it.    Is  that  your  position  ? 
.  Brooks.  Yes,  sir. 

.  Plait.  In  the  case  of  Ireland,  again,  the  National  Government 
ot  loaned  money  to  the  Irish  peasants  and  farmers,  which  you 
ise,  for  the  purpose  of  promoting  agriculture,  has  it? 
.  Brooks.  It  is  for  the  promotion  of  home  ownership,  and,  indi- 
,  that  promotes  agriculture. 
37031—14 n 
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Mr.  Platt.  It  was  not  primarily  for  agriculture.    It  might  |w 
mote  agriculture,  but  it  was  not  done  for  the  purpose  of  promi  * 
agriculture ;  it  was  for  the  purpose  of  taking  care  of  these  tei 
and  giving  them  the  land  which  they  considered  they  should  omC 

Mr.  Brooks.  It  was  not  for  sentimental  purposes^  it  was  an 
nomical  necessity.    The  people  of  Ireland  were  leavmg  the  oouj 
There  are  not  half  as  many  people  in  Ireland  to-day  as  there  wert 
years  ago.    Ireland  used  to  be  an  asset;  it  was  liable  to  become  a  * 
Dility  rather  than  an  asset,  and  all  the  ambitious  young  people  ' 
leaving  the  country,  and  they  adopted  this  as  a  means  of  stop^ 
emigration  from  Ireland.    It  was  for  the  purpose  of  making 
Irisn  peasant  feel  like  it  was  worth  while  to  work  at  home,  to  Di 
about  more  patriotism  and  public  spirit.    It  had  all  those  things 
view. 

Mr.  Platt.  I  agree  with  you  on  that  theory.  But  it  was  not 
marily  for  the  purpose  of  promoting  agriculture;  and  I  think 
the  same  thing  is  true  of  the  loans  in  Denmark. 

Mr.  Brooks.  Yes;  but  it  promotes  agriculture. 

Mr.  Platt.  The  Grovemment  loans  were  not  made  primarily 
help  agriculture ;  they  were  made  for  other  reasons,  including  m 
you  have  mentioned  in  the  case  of  Ireland. 

Mr.  Moss.  May  I  ask  a  question? 

Mr.  BuLKLEY.  Certainly. 

Mr.  Moss.  Dr.  Coulter  submitted  some  very  interesting  fiffon 
and  showed  them  to  me,  that  there  was  only  15  per  cent  of  the  mi 
laborers  who  did  not  ultimately  become  landowners.  If,  as 
matter  of  fact,  85  per  cent  of  the  farm  population  to-day  becan 
landowners,  is  there  any  great  necessity  now,  in  order  to  promot 
civilization,  that  these  15  per  cent  shall  be  helped  directly  to  home?! 
steads  as  your  remarks  would  indicate? 

Mr.  Brooks.  I  do  not  know  just  what  process  was  used  to  gaUierj 
the  statistics  proving  that  only  15  per  cent  of  them  failed  ultimatdyi 
to  become  home  owners.    I  know  that  at  present  they  do  not. 

Mr.  Moss.  In  Ireland  there  is  a  very  large  percentage  of  peopi^ 
who  could,  under  no  circumstances,  become  landowners  without  thil 
loan. 

Mr.  Brooks.  Yes ;  and  the  same  thing  is  true  in  this  country. 

Mr.  Moss.  Not  if  the  doctor's  figures  are  true^  and  they  are  taken 
from  the  United  States  census  figures,  that  under  present  condi- 
tions 85  per  cent  of  the  population  to-day  become  landowners.  If 
that  is  true,  then  you  would  agree  with  me,  would  you  not,  that  there 
is  no  analogy  whatever  between  the  conditions  in  Ireland  and  those 
in  America  to-day,  so  far  as  farm  landowners  are  concerned? 

Mr.  Brooks.  That  statement  does  not  bear  out  my  own  observatimi 
in  the  matter,  if  it  shows  that  all  but  15  per  cent  do  become  owners 

Mr.  Woods.  I  think  there  is  a  little  error  in  that.  Certainly  no! 
aU  but  15  per  cent  of  the  farm  laborers  become  landowners. 

Mr.  Moss.  I  should  have  said  15  per  cent  of  the  farm  tenants. 

Mr.  SELDOMRrooE.  What  was  the  statement? 

Mr.  Coui/TER.  The  statement  was  that  we  had  now  collected  statis 
tics  showing  that  of  all  farmers,  tenants  and  all,  taking  all  farmen 
I  think,  over  50  years  of  age,  only  15  per  cent  were  tenants,  while  8 
per  cent  were  owners ;  while  taking  the  young  men  it  was  practicall 
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rse,  I  think  23  per  cent  were  owners  and  77  per  cent  were 
showing  that  they  started  in  as  tenants,  only  a  very  few 
in  as  owners,  and  by  the  time  they  got  over  60  they  were,  85 
of  them,  owners  and  only  a  very  few  of  them  tenants. 
ROOKS.  Is  that  increase  in  home  ownership  over  tenantry  as 
5v  as  it  used  to  be? 

3ULTER.  We  have  not  any  earlier  statistics  to  compare  with. 
)ly  have  them  as  of  the  census  of  1910,  and  this  is  the  first 
definitely  tried  to  show  any  relationship  between  the  age  of 
er  and  his  status.  I  would  like  to  say,  further,  that  since  I 
:he  witness  stand  here  I  made  a  further  comparison  of  the 
they  are  compiling,  and  it  shows  that  the  older  the  age  of 
ip  of  farmers  the  larger  the  farm,  that  the  younger  the 
the  smaller  the  farms,  indicating  that  the  younger  farmers 
smallest  farms  and  the  older  farmers  have  the  largest  farms, 
istion  has  been  disputed  by  a  number  of  students,  and  a  corn- 
has  been  made  ana  a  report  is  being  prepared  on  that  subject 
the  oflSce  now. 

^ooDS.  The  probability  is  that  these  tenants  did  not  become 
ners,  but  the  majority  moved  to  towns;  therefore,  of  those 
ig  all  but  15  per  cent  would  become  farm  owners. 
ouLTER.  Possibly  so;  I  can  not  say.    But  we  discussed  this 
he  other  day. 

^ooDS.  The  interest  rates  were  so  high  that  it  compelled  him 
to  town. 

LATT.  I  think  there  is  no  doubt  that  the  tendency  is  that  the 
len  do  start  as  tenants  and  become  owners.  1  know  that 
f  farmers  I  have  known. 

^ULKLBY.  I  wanted  to  pursue  a  little  further  the  line  of 
that  I  started  on  a  few  minutes  ago. 

argument,  I  understand,  is  that  the  Government  should  help 
lers  to  get  land,  not  because  you  advocate  doing  any  special 
r  the  farmers,  but  for  the  sake  of  saving  society  from  the 
)roduction  of  the  soil.    That  is  essentially  your  argument,  is 

ROOKS.  Yes;  and  a  lack  of  interest  in  his  country,  that  he 

have  when  he  has  a  home. 

DLKLEY.  Yes.  Now,  I  think  that  is  a  very  interesting  argu- 
1  I  think  there  is  a  good  deal  to  it,  but  I  hope  it  will  not  get 

with  something  else  that  is  not  so.  You  implied  that  you 
ing  for  legislation  that  would  do  for  the  farmer  what  was 
done  for  commercial  classes  in  the  currency  bill.  As  a 
tf  fact  you  are  asking  that  much  more  should  be  done  for 
ler,  not  because  it  is  for  the  farmer,  nevertheless  you  are 
^at  much  more  should  be  done  for  the  farmer.    Is  that  not 

{OOK8.  Of  course,  there  is  not  any  provision  in  the  other  bill 
3  exactly  as  much  for  any  class  as  buying  the  land  and  sell- 

the  Government  to  the  mdividual  farmer  would  be. 
uiAUJST.  In  fact,  there  is  not  any  analogy  in  that  bill.    That 

destroy  your  argument  at  all,  but  I  just  want  to  clear  up 
ation.  There  is  not  an  analogy  in  the  currency  law  such  asi 
niggesting. 


Digitized  by 


Google 


260  RURAL   CREDITS. 

Mr.  Brooks.  The  currency  law  takes  the  risk  of  the  Government  <■ 
commercial  paper,  and  this  would  take  a  risk  on  the  farmer  witi 
real  estate  to  back  him. 

Mr.  Seldomridge.  What  risk  does  the  Government  take? 

Mr.  BuLKLEY.  Let  me  see  if  this  is  not  so.  Is  it  not  true  that  jn 
are  proposing  that  the  farmer  should  put  up  $10  and  borrow  fH 
from  the  United  States,  whereas  the  currency  law  provided  that  tke 
regional  banks,  with  double  liability,  should  put  on  $140  to  borroi 
$100? 

Mr.  Brooks.  The  difference  is  only  in  decree. 

Mr.  BuLKLEY.  Is  not  the  difference  in  degree  so  great  as  to  be  i 
difference  in  kind? 

Mr.  Brooks.  And  the  purpose  is  greater. 

Mr.  Platt.  Does  not  the  currency  law  provide  this,  that  the  United 
States  Government  shall  issue  that  currency  and  loan  to  the  bank 
at  one-half  of  1  per  cent  and  the  banks  are  in  turn  allowed  to  tm 
around  and  loan  it  out  at  6  per  cent  ? 

Mr.  Brooks.  That  is  not  exactly  its  operation. 

Mr.  Platt.  Is  not  that  the  way  the  currency  law  reads? 

Mr.  Bulkley.  That  is  not  the  effect  of  it.  and,  of  course,  Mr.  PUtt 
knows  that  as  well  as  anybody  else. 

Mr.  Platt.  That  is  the  way  it  reads. 

Mr.  Bulkley.  I  am  going  to  ask  Mr.  Brooks  one  other  questioo, 
whether  he  thinks  that  the  loaning  of  currency  as  provided  by  tin 
Glass-Owen  bill,  by  the  Federal-reserve  act,  is  any  benefit  to  tiii 
bankers ;  whether  the  indorsement  of  the  United  States  is  any  beneft 
to  the  bankers? 

Mr.  Brooks.  Do  you  mean  to  ask  if  I  think  that  it  is  worth  any- 
thing to  the  bank  for  the  Government  to  indorse  it? 

Mr.  Bulkley.  I  am  asking  you  whether  it  is  any  benefit  to  them 
to  have  the  United  States  Government's  indorsement  on  those  nottt 
which  are  loaned  and  which  are  required  to  pay  interest? 

Mr.  Brooks.  Where  the  Government  indorses  any  proposition  k 
gives  it  a  moral  support,  whether  it  does  anything  less  or  not. 

Mr.  Bulkley.  I  tnink  that  is  true ;  but  do  you  tnink  it  is  any  bene- 
fit to  the  banks? 

Mr.  Brooks.  If  the  law  was  carried  out  according  to  its  purpoflei, 
it  would  not  need  any  indorsement,  and  for  that  reason  yon  may 
say  it  does  not  do  any  good ;  but  nevertheless  if  you  get  a  moral  aia 
it  is  a  good. 

Mr.  Bulkley.  Is  it  not  a  fact  that  the  principal  bankers  of  the 
country  fought  bitterly  against  having  any  Government  indorsement 
©n  it,  and  said  they  wanted  to  issue  their  own  notes  without  Got- 
emment  indorsement  on  them? 

Mr.  Brooks.  I  think  it  was  for  a  different  purpose. 

Mr.  Bulkley.  But  certainly  they  did,  and  thev  figured  their  notes 
were  absolutely  good  without  Government  indorsement,  and  they 
wanted  to  put  them  out  without  Government  indorsement.  That 
would  save  the  interest  which  they  would  otherwise  have  to  pay. 
Is  it  not  a  tax  on  them  and  a  detriment  to  them  to  have  that  indorse- 
ment? 

Mr.  Platt.  You  could  put  the  tax  on  them  just  the  same  withoot 
fte  Government's  indorsement  if  you  wanted  to. 
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•.  BuLKLEY.  Yes;  but  that  is  not  the  way  de  did  it. 
•.  Bhooks.  It  was  a  war  between  two  theories,  and  one  theory 
and  I  think  the  right  one. 

'.  BuLKiaET.  I  remember  you  made  a  very  excellent  statement 
lat  when  you  came  before  our  committee  last  winter,  and  to  my 
it  had  a  good  deal  of  influence  with  the  committee. 
'.  Bhooks.  Unless  there  are  other  questions,  that  is  all  I  have  to 

*.  Bulkley.  That  is  all  I  have  to  ask. 

•.  Bhooks.  I  wish  to  thank  the  committee  for  its  kindness. 

e  Chairman.  We  are  very  glad  to  have  you  with  us. 

STATEMENT  OF  T.  C.  ATKESON,  MOBOANTOWN,  W.  VA. 

uator  Mollis.  Will   you   give   your  full  name  to  the  stenog- 

er? 

•.  Atkeson.  T.  C.  Atkeson. 

Qator  HoLLis.  Where  do  you  live? 

•.  Atkeson.  I  live  at  Morgantown,  W.  Va.    I  am  a  West  Vir- 

farmer  and  master  of  tne  State  grange,  and  representative 
of  the  national  grange,  as  member  of  the  legislative  committee, 
i  notice  Saturday  to  appear  before  this  committee,  and  I  got  up 
lay  morning  and  did  what  some  people  perhaps  think  I  ought 
o  have  done,  prepared  a  few  remarks  to  make  to  this  committee, 
spent  Sunday  afternoon  in  that  way,  and  did  not  go  to  church ; 
laughter  typed  it,  and  she  did  not  go  to  church.  I  might  say, 
iver,  that  a  good  many  of  the  statements  in  the  way  of  statistics 
lata  that  I  had  collected  and  had  contemplated  submitting  have 
submitted  already  by  Prof.  Brooks,  and  I  shall  not  repeat  them, 
the  first  place,  the  statements  I  make  are  on  my  individual  re- 
sibility  for  I  am  not  able  to  employ  hi^h-priced  attorneys,  as 

of  the  representatives  of  high  finance  did  who  appeared  beiore 
K)mmittee  when  the  general  banking  bill  was  under  considera- 
possibly  to  suggest  what  they  should  say,  and  particularly  to 
hiat  they  did  not  say  the  wrong  thing.  So  if  I  happen  to  say  the 
ig  thin^  I  do  it  on  my  own  responsibility.  In  my  representative 
city  I  snail  assume  to  speak  for  the  organization  that  I  represent, 
jhall  read  a  part  of  what  I  have  written  here,  and  will  try  to 
^  along. 

presenting  the  subject  of  farm  credits  to  this  committee  I  hope 
>  so  from  the  standpoint  of  the  real  farmer  who  is  the  man  with 
ary  or  first  interest  in  the  action  Congress  takes  upon  this  mat- 
The  farmers  of  this  country  do  not  want  to  be  set  apart  from 
•  business  men,  and  if  absolute  equality  before  the  banking  laws 
)e  secured  by  them,  they  do  not  ask  any  subsidy  or  special  priv^ 

for  the  business  of  farming.  Just  now  they  are  greatly  cono- 
id that  no  undesirable  or  burdensome  system  be  fastened  upon 
,  since  they  know  by  large  experience  that  it  is  easier  to  take  on 
ens  than  it  is  to  get  them  taken  off. 

far  as  I  have  been  able  to  learn  the  general  banking  law  enacted 
lis  Congress  is  universally  approved  by  our  farmers.  And  as 
;nce  that  the  farmers  are  able  to  underhand  a  financial  propo* 
1,  I  have  only  to  restate  the  fact  that  in  November,  1909,  the 
nal  grange  was  in  session  in  Des  Moines,  Iowa,  when  Senator 
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Aldrich  came  to  that  city  to  deliver  an  address  in  support   ^ofti^i 
Aldrich  banking  scheme.    A  large  banquet  was  given  in  his     imti 
in  the  hotel  where  the  national  grange  had  its  headquarters.    ^  Ar/ 
of  us  had  the  privilege  of  hearing  the  Senator's  eloquent  and  le»arf/ 
address,  presented  with  all  the  seductive  skill  of  which  he  is  put  I 
master.    About  the  first  thing  on  assembling  the  next  morning',  it^ 
national  grange,  by  a  unanimous  vote,  adopted  this  resolution: 

AVhereas  a  project  is  now  being  actively  promoted  to  establish  a  great 
tralized  banking  institution,  and  believing  this  to  be  a  revival  of  a  dangeiMl 
proposition  which  once  before  in  our  country's  history  raised  its  threflteDlV; 
head,  but  which  danger  was  averted  by  the  veto  act  of  a  brave  Presideit; 
Therefore  be  it 
Resolved  by  the  national  grange  in  forty-third  annual  session  asemhled  M 

representing  1,000,000  conservative,  liberty-loving  people.  That  we  are  unalttt- 

fibly  opposed  to  any  legislation  by  Congress  looking  to  the  establishment  oft 

great  centralized  bank. 

Congress  did  not  pass  the  Aldrich  bill,  and,  for  all  I  know,  thi 
distinguished  Senator  went  back  to  Rhode  Island  and  hanged  lum- 
self. 

As  I  have  already  said,  the  farmers  of  the  country  approve  the 
general  banking  law  enacted  by  this  Congress.  Not  because  thef 
believe  it  is  perfect  or  wholly  just  as  between  the  people  and  the 
bankers,  but  because  they  believe  it  vastly  better  ana  fairer  to  busi* 
ness  men  generally  and  the  farmers  particularly  than  the  law  it  dis- 
places. We  shall  know  more  about  its  excellence  and  defects  in  a  few 
years  than  we  do  now. 

When  the  general  banking  law  was  under  consideration,  if  m 
were  not  misinformed  by  the  newspapers,  the  bankers  had  a  good 
deal  to  say  about  the  banking  bill,  and  when  they  failed  to  get  quite 
all  they  wanted,  as  usual,  tney  are  taking  all  they  can  get  qidto 
cheerfully. 

Coming  more  directly  to  the  farm-credit  proposition,  if  we  are  to 
find  justifiable  excuse  for  enacting  any  kind  of  "farm  credit"  or 
"  farm  land  bank  system,"  we  must  find  some  broader  and  more  of 
a  general  welfare  reason  than  the  granting  of  a  special  privilege  to 
the  men  who  till  the  soil  and  feed  the  Nation.  It  must  be  based 
upon  the  common  good,  as  are  our  schools,  roads,  rivers,  harbon, 
postal  service,  and  many  other  laws  that  come  within  the  province 
of  progressive,  broad-minded  statesmanship. 

For  100  years,  more  or  less,  the  trend  of  legislation  in  this  country 
has  been  toward  the  building  up  of  the  cities  through  a  protective- 
tariff  policy,  which  resulted  in  the  drift  of  our  population  toward 
the  cities,  until  the  inevitable  high  cost  of  living  wail  is  heard  from 
one  end  of  the  land  to  the  other. 

All  the  people  were  taxed  to  secure  a  special  privilege  to  the  monetf 
changers,  which  concentrated  the  wealth  of  the  country  in  the  cities. 
If  that  is  undesirable  (and  the  history  of  all  former  civilizationi 
teaches  us  that  it  is)  then  it  is  about  time  our  national  legislators 
look  under  the  surface  of  things  and  see  what  is  going  on.  If  we 
are  to  have  farm-credit  legislation  in  this  country,  it  should  be  baaed 
upon  the  common  good  and  not  upon  a  special  privilege;  and  upon 
that  proposition  I  believe  the  farmei's  stand  with  me.  And,  what  ia 
more,  the  farmers  are  tired  of  being  priest-ridden  by  those  who 
would  assume  to  do  their  thinking  with  a  salary  attached,  and 
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■lly  do  they  believe  they  are  entitled  to  a  hearing  upon  the  subject 
QU  gentlemen  now  have  under  consideration. 

The  people  who  go  to  Europe  to  study  conditions  all  seem  to  be 
ble  to  find  what  they  want.  That  is  a  wonderfully  prolific  country 
Ter  there.  The  Aldrich  Commission  went  over  there  and  dug  up 
he  so-called  Aldrich  scheme.  The  Rural  Credit  Commission  went 
»ver  and  brought  back  a  mass  of  literature  and  somebody  incubated 
he  Fletcher-Moss  banking  bill.  Our  people,  if  you  will  not  put  this 
n  the  record,  call  it  the  ''  Mossbacked  Fletcherized  monstrosity.''  I 
lope  you  will  not  put  that  in  the  record. 

with  all  the  seeking  for  light  on  how  to  make  the  farmers'  assets 
rf  the  country  available  as  security  for  the  money  changer,  the 
krmer  himself  has  not  been  consulted;  but  I  want  to  assure  you  he 
neans  to  have  something  to  say  about  it.  To  i)resume  upon  his 
gnorance  or  helplessneas  is  hardly  safe.  Confuse  the  subject  as  we 
nay.  there  remain  three  clearly  drawn  propositit^ns  in  the  public 
nind  upon  the  subject  of  rural  credits. 

First,  a  new  banking  scheme  known  as  farm-land  banks,  con- 
Tolled  and  operated  wholly  by  the  capitalistic  class  without   any 

Eiranty  of  reduced  interest  to  the  borrower.  Second,  national  farm- 
d  banks,  cooperative — and  don't  forget  the  comma — "national 
Earm-land  banks",  comma,  "cooperative  ';  and,  third,  Gnvcrnment 
ioans  direct  to  farmers  on  first  mortgages. 

We  shall  pay  our  respects  to  the  first  of  these  i)roj)o>itions  as  it 
is  embodied  m  the  Moss-Fletcher  bill,  which  in  some  respects  is  the 
rankest  kind  of  special  privilege  granted  to  the  capitalists  who  con- 
trol these  banks. 

For  these  so-called  national  farm-land  corporations,  which  are 
private  profit-sharing  institutions  in  every  sense,  this  bill  exempts 
Jrom  taxation — 

ttieir  capital  stock  and  surplus  therein  :\iul  the  incoino  <1(M'iv(Ml  tli«M'ot'rnin  muX 
the  mortgages  and  deeds  of  tnist  and  notes  and  l»onds  simmmmmI  tlnTohy  holtl 
l^sald  bank  and  the  national  huid-b.mk  bonds  issnod  by  tlio  s-nu'. 

This  bill  repeals  the  income-tax  law  in  its  application  lo  indi- 
Tiduals  who  have  income  from  these  banking  instituticm^  and  in  its 
application  to  the  income  of  the  corporaticm  itself.  It  reiuieis 
nugatory  the  law  of  States  which  tax  the  ca])ital  Aovk  of  corpora- 
tions. The  tax  exemption  includes  the  profits  of  these  i)anks  and  the 
profits  of  individuals  who  make  their  investments  solely  for  profit 
and  who  have  no  regard  for  the  great  national  policy  of  conserva- 
tion of  agriculture  and  the  peri)etuation  of  our  food  supply. 

The  exemptions  are  totally  without  the  warrant  of  a  «rreat  national 
beneficence.  The  Nation  might  be  justified  in  making  these  exep- 
tions  for  the  good  of  the  whole  people,  but  to  make  them  for  the 
benefit  of  the  few  bankers  is  special  legislation  of  the  rankot  type. 

William  Pitt,  the  great  English  statesman,  was  not  far  wrouir 
when  he  said : 

Ijet  the  American  people  txo  into  lijcir  dobt  fiin«linp:  scIumiu's  -.'.^.u]  l».ip.kini; 
VfstemB,  and  from  that  honr  tliHr  bojistcd  incb*p<'"<b'n**'*  ^^''J>  b(»  n  nn'n»  i>l::mt«»ni. 

There  never  has  been  a  time  in  the  history  of  th(»  ruiiiMl  States 
when  the  farmer  was  treated  fairly  or  e([nitably  in  the  natnn*  or 
management  of  the  money  system  (»f  the  country.  And  this  j)ro- 
posed  farm-land  bank  scheme  does  not  nuike  anv  elVort  to  treat  him 
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fairly.  Some  so-called  statesmen,  who  know  as  little  about  it  a^. 
man  in  the  moon,  have  undertaken  to  say  what  the  farmers  ''  dc 
desire,"  with  the  assurance  of  an  over-lord  who  would  under 
mate  the  average  farmer  intelligence.  All  such  may  rest  assure 
*'  does  not  desire  "  the  kind  of  farm-land  bank  provided  for  in 
Moss-Fletcher  bill  for  several  very  vital  reasons. 

First.  Because,  so  far  as  they  provide  for  the  special  privile^ 
exemption  from  taxation,  it  is  a  special  legislation  for  pri 
profits. 

Second.  There  is  no  effect  to  fix  the  rate  of  interest  below  the 
valing  rate.    The  interest  is  uncertain. 

Third.  It  gives  no  guaranty  against  the  devious  ways  of  m 
sharks,  who  have  been  responsible  for  much  obstruction  to 
culture. 

Fourth.  It  is  folly  to  trust  a  private  corporation  to  carry  ( 
great  Government  policy,  and  the  creation  of  a  private  bar 
scheme  will  never  handle  their  business  for  an  altruistic  purpc 

"The  private-bank  plan  of  farm  credits  is  not  a  thoroughb 
I  have  quoted  that  from  Congressman  Bathrick.  "  It  is  part  p 
policy  and  part  greed.  It  can  be  nothing  but  an  abortive  att 
to  hitch  altrusm  with  avarice."  For  these  and  many  other  re 
the  farmers  "  do  not  desire  "  a  farm-land  bank  system  without 
tection  against  the  type  of  men  that  Christ  scourged  from  the  tei 

My  time  is  too  limited  to  go  any  further  into  this  phase  o 
subject,  but  the  further  you  go  into  it  the  more  you  will  realize 
of  the  things  the  farmers  "do  not  desire;"  any  statement  o 
self-appointed  overlords  to  the  contrary  notwithstanding. 

The  second  proposition,  as  stated,  is  involved  in  the  Nat 
Farm-Land  Bank,  Cooperative.  Every  time  I  see  that  title  I  ai 
minded  of  a  statement  made  to  me  by  ex-Gov.  Atkinson,  of  my  5 
now  judge  of  the  United  States  Court  of  Claims.  He  is  an  u 
member  of  the  Methodist  Episcopal  Church,  while  my  membei 
is  in  the  Methodist  Episcopal  Church,  South.  The  governor 
me  that — 

the  difference  between  our  churches  was  that  his  church  was  the  Met 
Episcopal  Church  of  God,  and  that  mine  was  the  Methodist  Eipiscopal  C 
South  of  God. 

That  is,  it  failed  to  make  a  very  impotent  connection.  And 
afraid  the  National  Farm-Land  Bank,  Cooperative,  lacks  the 
connection  with  the  people  on  the  farms. 

We  have  great  respect  for  any  honest  effort  at  cooperation  a 
the  people  which  may  in  any  way  assist  them  in  holding  thei 
against  the  encroachments  of  the  people  who  control  the  moi 
the  country.  The  farmers  would  have  more  confidence  in  th( 
posed  National  Farm-Land  Bank,  Cooperative,  if  it  were  not  f 
company  it  is  in  and  the  cooperative  part  being  set  off  by  a  c 
and  hung  on  at  the  tail  as  a  kind  of  afterthought.  Because 
conditions  existing  in  this  country,  if  cooperative  banking  ev 
comes  general  among  the  farmers  it  must  come  about  gradual] 
be  a  long  time  in  developing.  We  believe  the  greatest  possil 
couragement  should  be  given  to  self-help  and  genuine  coopei 
but  instead  of  yoking  up  with  a  special  privilege,  private  ba 
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istitiiticn.  it  should  be  part  of  ii  broad,  compri'liensive.  naiK.iial 
policy  administered  by  the  Government  itself. 

This  brings  lis  to  the  consideration  of  our  third  proposition.  As 
in  expression  of  what  at  least  somi?  of  the  farmers  «:f  this  coniitrv 
lesire,  we  submit  the  following  declarations  and  resolutions  adopted 
ly  the  national  grange  at  Manchester,  X.  II.,  last  November.  That 
ras  bef<  re  any  ot  these  bills  were  prepared.     These  resolutions  state : 

rise  commerce  of  this  Nntitm  is  eomlin-U'il  viioii  :i   i.asis  of  i^l  nf  msli  and  J?s 
of  credit,  and  the  cost  of  credit  is  a  lioavier  hiirdtMi  iii.«)ii  :'.trii«Miiiuie  ih  .11 
npon  jiny  other  iiMlustry:  and 
yotwithstaiidins  that  the  products  <»f  a.LrifuUiire  bear  a  i!»"i»^  iii!]  iri.  nt   rela- 
tion to  the  necessities  of  the  people  th-  n  any  otlar  and  tho  smci'ss  of  all 
oommerce  awaits  the  success  of  ajrrlcnUine.  the  burden  of  ii'«>  r  -i  ..i'  n^'Wi 
dpOD  agriculture  has  handicapped  its  progress  and  it  has  been  tlu»  victim  in- 
stead of  the  beneficiary  of  our  system  of  credit:  antl 
klthough  the' conditions  surroundliijr  agrirulturo  .re  disiimtly  ilitVfscv.i    fr.im 
those  of  other  countries,  it  has  be<Mi  compelled  to  accei«t  forms  and  cist  of 
<!redit  unsuited  to  its  needs,  with  the  result  that  the  biirhost   tiMiraLi*  and 
thrift  of  our  fanners  has  often  eventuateil  in  I<»ss  of  ln»mo  and  i»iiil'  •!  lailtire 
to  thousands  of  them ; 
i^mi  tenantry,  with  its  consequent  probable  deplHiou  of  iroduriitui  jier    i*  10, 
has  increased  from  25.6  per  cent  of  all  farms  in  iss4)  to  .';7.1  1  or  <«':it  oi  the 
year  1910.  which  reveals  a  progressive  and  alarming  acivaiao  towartl   l.nid- 
lordism,  a  condition  which  every  nation  on  earth  has  fonn<l  disrni>ii\(>  of 
peace  and  productive  of  internal  disorder: 
kM  the  productive  acreage  in  the  United  States  is  not  kiH'piiii:  p:.(v  wiili  the 
mortgage  indebtedness  or  increiise  in  iM)pulation.  as  the  interest  «.liarp»  must 
be  borne  by  all  consumei's,  farm  cretlits  is  a  nation.!  1   issue*.     Tht*  |:n'>ent 
agricultural  conditions  are  not  attractl\e  to  our  people,  as  is  shown  hy  the 
iO  per  cent  increase  in  tlie  population  of  tlie  country  as  eomp.ired  wlili  the 
100  t>er  cent  increase  in  tlie  cities  in  the  last  liO  ye.jrs.     It  is  the  d-ty  .»r  tlie 
Government  to  take  care  of  our  food  supplies : 
It  should  carry  out  a  far-sighted  policy  to  c<mserve  our  ajrrieultiire.    our  Cnx- 
emment  has  guaranteed  railroad  bonds,  given  tlie  railroa«ls  Ios.ihmkkki  a-res 
Of  land,  furnished  public  funds  to  l)anks  at  2  per  cent  interest  nv  wMli  no 
interest,  used  Grovernment  funds  for  irrigation  schemes  an«l  lo  ai«l  .'.izrhul- 
tnre  in  the  Philippines.     Our  Government  can  not  dele;rate  and  iMini^i   noi:- 
des  to  the  greed  and  selfishness  of  all  men.    We  should  iMoIit  by  the  experi- 
ence of  the  other  countries  of  the  world,  esiKM-ially  th(»se  tli.ir  are  most  pr«»- 
gressive:  Therefore  be  it 

Resolved,  Tlnit  it  is  the  opinion  of  tin*  ujjtioual  Lnjin;:e  ih.-.t  any  h«.i:islaiion 
tor  the  puri)ofie  of  bettering  farm  cre<iits  is  a  inirt  of  tlie  national  iH.liiy  .if 
C(mservuti<m  of  food  supply  and  as  such  the  (Jovemment  of  ilu^  Nntlon  shluild 
Itself  carry  out  this  jwlicy  and  it  can  not  properly  he  dc'leuaied  (m  prixaie 
capital  for  general  exploitation  and  profit. 

RuoJrcd,  Tliat  any  farm  cr^lit  associatiou  which  re<M'i\os  any  pr'xii'ues 
by  or  under  State  or  Federal  law  shouhl  be  composed  of  farn:ers  and  n«i!  of 
capitalists  of  high  financef.  wlio  have  heret<»fore  dominiied  a.rrien!f iiral  cre.lii 
and  created  conditions  which  now  demand  relief. 

Resolved,  That  any  farm-credit  plan  which  does  not  include  a  direct  rcnluc- 
tlon  of  the  "prevailing  rates'*  of  interests,  as  w«ll  as  m  loi.ir  term  of  small 
annual  payment  uiK>n  farm  mortgages,  will  not  meet  a^'ricnltnr.:!  rjMiniienMMiis. 
Resolved,  That  the  Oovernmont  of  the  Vniied  States  slionl.l  Imrnw  money 
at  a  rote  of  Interest  not  to  excecMl  34  per  cent  and  lend  the  n.<  i«*y  ai  a  rate 
not  to  exceed  4i  per  cent  to  the  farna>rs  upon  lon;rtini(>  farn:  innd  niori;::mes 
with  such  restrictions  as  may  be  mH.*essaiy  to  make  tlie  do' cron:"ni  icrfVctly 
Kcure.  and  tlie  profit  to  the  (Jovernment  to  be  expended  in  road  niprovenieni  or 
for  some  other  object  tliat  will  benefit  the  wli'de  peop!»» 

These  resolutions  provide  specifically  for  two  thintrs.  Hiev  were 
unanimously  adopted  at  the  session  of  the  national  grange  of  Man- 
Aester,  N.  H.,  last  November.  It  was  before  you  prepared  jiny  of 
these  bills. 
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Senator  Hollis.  I  think  I  ought  to  say,  Mr.  Atkeson,  that  I  made 
a  special  effort,  at  the  request  of  the  omcers  of  the  national  grange, 
to  get  Mr.  Moss  or  Senator  Fletcher  to  come  up  and  explain  what 
they  had  in  mind,  but  their  engagements  were  such  that  they  could 
not  do  so.  Secretary  Houston  went  up  and  he  apparently  was  not 
received  very  much  more  favorably  than  this  bill  is. 

Mr.  Atkeson.  These  resolutions  provide  specifically  for  two 
things:  The  direct  loan  by  the  Government  of  money  secured  upon 
long-time  farm  mortgages  at  a  fixed  rate  of  interest,  and  for  the 
formation  of  farm-credit  associations  under  Federal  or  State  control 
to  provide  short-time  loans. 

The  national  grange  did  not  wait  for  some  overlords  to  tell  them 
what  they  "desired,"  and  they  believe  with  Congressman  Bathrick 
that— 

The  way  to  carry  out  a  national  policy  is  for  the  Nation  Itself  to  do  It  ti 
nearly  as  possible  and  not  turn  it  over  to  private  interest  j».s  much  as  possible. 

As  a  foundation  for  any  farm-mortgage  loan  plan  we  should  have  a  power 
with  stability  unquestioned  now;  not  one  requiring  a  generation  In  which  U 
gain  a  confidence  of  the  people  and  make  a  remedy  efiQcieut  against  the  evil  wt 
wish  to  cure. 

Such  a  power  can  establish  at  once  the  best  possible  market  for  the  bondt 
or  debentures  required  to  liquefy  mortgage  security,  at  once  solve  the  problen 
of  tax  upon  mortgages  and  debentures,  at  once  Institute  a  low  rate  of  intereit 
and  decrease  the  cost  to  the  lowest  possible  minimum,  at  once  provide  an  ade- 
quate supply  of  money  at  the  lowest  possible  cost,  at  once  place  mortgage  bondi 
upon  a  footing  with  the  very  best  security  know  in  the  world,  at  once  begli 
work  of  relief  aimed  at  all  over  the  country  instead  of  In  a  few  places. 

The  power  exists  and  is  none  other  than  the  Federal  Government.  This  If 
the  central  authority  of  the  people.  It  is  the  apex  authority  covering  all  the 
units  of  cooperative  Government.  If  we  wish  to  Institute  an  effective  tumr 
credit  system,  why  should  we  defer  wholly  to  the  unrelated  efforts  of  theM 
units?  AVliy  should  we  suffer  the  long  waiting  for  these  units  to  coordinate  oo 
this  great  purpose  when  the  apex  authority  can  do  it  at  once?  These  variow 
units  are  free  to  perform  this  service  as  they  wish,  but  the  Federal  Govern- 
ment could  at  least  so  act  that  the  waiting  for  State  action  shall  be  a  season  of 
accomplislimont  and  not  one  of  procrastination,  that  the  country  may  be  cov- 
ered by  the  policy  in  a  complete  instead  of  a  desultory  manner. 

To  this  should  be  added  that  if  it  is  not  class  legislation  and 
paternalism  to  exempt  from  taxation  the  stocks,  notes,  bonds,  in- 
come, and  surplus  of  a  private  bank,  who  will  have  the  nerve  to  sty 
that  Government  loans  to  farmers  is  class  legislation  ? 

The  academic  political  economist  may  elaborate  his  theories  of 
government  and  go  on  using  language  about  the  forms  of  govern- 
ment, but  theories  change  and  fallacies  wither  and  the  conflict  be- 
tween the  right  of  men  and  the  arn^gance  of  the  dollar  remains 
with  us,  teaching  the  folly  of  trying  to  serve  man  and  mammon  tt 
the  same  time. 

We  have  made  a  careful  study  of  most  of  the  farm-credit  bilk 
introduced  in  the  House  and  Senate  and  we  find  that  the  Bathrick 
House  bill  and  the  Norris  Senate  bill  most  nearly  conform  to  the 
resolutions  adopted  by  the  national  grange,  and  which  have  been 
indorsed  by  the  Farmers'  Union  and  the  Federation  of  Labor.  All 
of  these  organizations  believe  that  the  adoption  of  a  farm-land  credit 
system  along  the  lines  of  the  Bathrick  bill  will  do  much  to  multiply 
happy  homes  in  the  country,  which  is  the  greatest  possible  achieve- 
ment of  human  government,  and  is  essential  to  the  upbuilding  of 
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character  of  a  people  witliout  which  all  forms  of  government 
ultimately  result  in  failure. 

•.  Platt.  Did  you  have  the  Lafferty  bill  before  you  when  you 
I  those  observations?  That  provides  for  2  per  cent  loans. 
Idn't  that  be  better? 

•.  Atkeson.  You  mean  in  preparing  this  paper,  or  the  resolu- 
? 

•.  Platt.  When  your  resolutions  were  passed? 
•.  Atkeson.  No,  sir.    The  Bathrick  bill  was  not  in  existence  at 
time,  as  I  understand  it. 
•.  Platt.  The  Lafferty  bill,  I  spoke  of. 

•.  Atkeson)  Oh,  I  heard  Mr.  Lafferty 's  discussion  of  the  bill 
L  I  appeared  before  the  subcommittee  here  in  December,  I  be- 
lt was,  and  I  am  quite  familiar  with  the  provisions  of  the  Laf- 
bill.  There  are  some  very  important  differences  between  the 
jrty  bill  and  the  Bathrick  bill,  whether  we  favor  the  one  or  the 
•.  I  trust  the  committee  will  interpret  all  I  have  said  as  not  in- 
ng  any  particular  bill  as  a  piece  of  perfection.  I  am  expecting 
;ombinea  wisdom  of  the  committees  of  the  House  and  Senate 
^ive  us  a  piece  of  perfection,  if  we  could  so  name  it. 
mming  up,  the  grange  stands  for  direct  Government  loans  upon 
time  farm  mor^ages,  with  a  limit  of  not  more  than  $15,000  to 
aned  to  any  one  man,  and  a  farmers'  cooperative  loan  association 
r  Federal  or  State  control,  surrounded  by  every  possible  protec- 
against  loss  by  the  Government  or  the  cooperative  association, 
conclusion,  I  desire  to  place  in  the  record  a  circular  letter  sent 
>y  the  National  Grange  legislative  committee.  I  will  not  read  it 
out  some  one  desires  me  to  do  so.  It  represents  the  grange's 
ion  upon  this  subject.  We  have  sent  them  to  pretty  nearly 
►,000  people  in  this  country  within  the  last  10  days;  that  is, 
igh  the  organization  it  has  reached  pretty  nearly  that  many, 
understand  it,  the  farmers'  unions  and  the  Federation  of  Labor 
mbstantially  the  same  thing:  to  their  membership  from  one  end 
le  country  to  the  other.  If  there  is  no  objection,  I  will  place 
in  the  record. 

'he  circular  letter  referred  to  is  as  follows:) 
€  memhers  of  State,  Pomona,  and  subordinate  Granger: 
It  at  this  time  the  most  important  and  urgent  subject  b*^foro  Congress,  so 
8  tbe  farmers  are  concerned,  is  that  of  "  farm  credit."  Recognizing  its 
Qount  and  immediate  importance  the  National  (irange  at  its  last  session, 
oany  State  granges  meeting  since  that  time,  have  given  it  carofnl  consider- 
Many  bills  have  been  introduced  in  the  Senate  and  House  of  Represen- 
js  And  many  more  are  likely  to  be. 

ir  legislative  committee,  after  careful  consideration  of  the  "farm  credit" 
lending  in  Congress,  find  that  the  bill  which  most  nearly  conforms  to  the 
itions  adopted  by  the  National  Grange,  is  the  Bathrick  bill  (H.  R.  11897), 
lave  unanimously  agreed  to  support  that  bill. 

» bill  provides  that  the  Government  shall  borrow  money  at  a  rate  of  inter- 
)t  In  excess  of  3i  per  cent  and  lend  on  farm  first  mortgages  at  a  rate  not 
:!e8S  of  4i  per  cent. 

»  mortgage  contracts  are  payable  in  small  annual  installments.  The 
r,  however,  can  pay  all  or  any  part  of  the  mortgage  at  any  interest-paying 
L 

ns  can  be  made  direct  to  farmers  or  to  farmers  through  farmer's  farm- 
associations.    The  rapid  organization  of  these  self-help  associations  will 
ouraged  by  employing  and  paying  them  to  attend  to  the  work  of  appraising 
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and  Inspecting  mortgage  loans,  leaving  their  capital  free  to  care  for  local  f 
time  loans.  This  program  is  in  conformity  with  the  beet  European  experi 
where  self-help  and  Government  aid  go  hand'  in  hand. 

Limitations  and  restrictions  on  loans  will  encourage  the  ownership  of 
homes,  but  discourage  unwholesome  land  speculation  and  tenantry.  The 
of  investigation,  appraisal,  and  inspection  in  making  a  loan  will  be  confin 
actual  expenses.  The  bonds  issued  to  secure  the  loan  fund  will  be  In  sma 
well  as  large,  denominations  and  their  total  will  at  no  time  exceed  the  an 
of  mortgages  held  to  secure  them.  The  money  borrowed  must  be  used  fo 
discharge  of  obligations,  purchase  price,  or  the  improvement  of  the  pro 
offered  as  security.  The  applicant  must  be  thrifty  and  of  good  character  ai 
loans  shall  exceed  60  per  cent  of  the  value  of  the  farm.  All  applications 
be  sworn  to  and  a  heavy  penalty  is  provided  for  misrepresentation. 

Postmasters  and  other  Government  officials  will  be  employed  to  assist  1 
ministering  its  provisions.  Without  detailing  the  administrative  featur 
can  be  said  that  they  seem  well  designed  to  carry  out  the  provisions  of  th« 
Profits,  if  any,  are  to  be  expended  in  building  and  maintenance  of  good  roa 

This  bill  comprehends  the  best  plan  of  bettering  the  conditions  of  both 
time  mortgage  and  short-time  loans  and  is  devoid  of  any  taint  of  private  i 
By  it,  those  now  struggling  with  a  hopeless  mortgage  would  be  shown  a 
out.  Those  out  of  debt  would  be  awakened  to  the  advantage  of  a  safe  < 
and  those  who  wish  to  own  a  home  on  the  farm  would  be  given  substf 
opportunities.  All  this  can  be  done  expeditiously  by  Government  loans,  b 
private  banks  or  by  any  unaided  self-help  plan  the  benefits  will  drag  a 
through  a  generation. 

All  the  leading  nations  of  the  earth  are  doing  as  much  as  Is  Intended  bj 
bill.  England  and  Germany  lead  in  Government  and  State  aid.  The  bill 
not  express  a  new  proposition.  It  is  not  even  new  to  the  United  States.  I 
to  banks,  gifts  and  guarantees  to  railroads,  loans  to  Philippine  farmers,  li 
tlon  appropriation,  and  many  laws  give  color  of  practice  to  it 

There  is  no  chance  of  loss  to  the  Government  but,  rather,  a  snre  chan* 
gain  for  all  the  people.  This  seems  preferable  to  a  new  system  of  private  i 
gage  banks  gathering  profit  for  a  few. 

If  this  bill  is  class  legislation,  so  is  it  class  legislation  to  lend  moncgr  t< 
banks.  The  success  of  agriculture  is  as  important  to  the  whole  people  ai 
banks. 

Government  bonds  issued  for  this  purpose  could  not  invade  the  public  i 
or  the  taxing  power.  Hence  could  not  affect  the  Govemm^it  credit,  or  oofl 
people  a  penny.  Nine  of  our  States  now  lend  their  school  funds  to  faiuwii 
lose  nothing. 

The  Bathrick  bill  at  once  removes  the  obstacle  of  taxation  on  mortgage! 
the  debentures:  a  vitally  necessary  thing  to  do  before  Interest  rates  on  t 
can  be  reduced.  This  is  done  in  the  interest  of  food  producers  and  consu 
and  therefore  is  for  all  the  people.     It  is  for  all  and  not  for  a  few. 

Some  bills  attempt  to  cover  this  phase  by  exempting  private  profit-set 
banks  from  taxation.  These  are  distinctly  class  measures  without  the  slig 
warrant  of  Government  beneficence  for  their  special  privileges. 

Of  this  class  are  the  Moss  bill  in  the  House  and  the  Fletcher  bill  in  tlie 
ate.  These  are  distinctly  private  profit-sharing  measures  which,  in  our  opi 
will  do  little  to  aid  farm  credit,  but  will  build  up  a  new  class  of  national  b 
interfering  with  the  operation  of  the  new  banking  and  currency  bin, 
strengthen  the  hold  of  the  mouey  power  upon  the  people.  These  bills  a; 
utter  opposition  to  the  resolutions  passed  at  the  last  National  Grange  m« 

They  leave  the  Important  question  of  interest  rates  uncertain  and  delegal 
great  national  policy  of  conservation  of  agriculture  to  Individuals,  wlio  ci 
actuated  only  by  a  desire  to  make  as  much  money  as  possible  out  of  the  open 

If  it  is  constitutional  to  give  exemption  from  taxation  to  the  stock,  soi 
profits,  bonds,  notes,  and  other  securities  of  these  individuals  and  thereby 
to  their  profits,  who  will  raise  a  question  of  the  right  of  the  people's  Go* 
ment  to  lend  money  on  farm  securities  free  from  taxation? 

Fraternally  submitted. 

OlIVBB     WiLSOH, 
T.  C.  ATKB80H, 
H.  J.  PATTB80N, 

Legislative  Committee  of  the  National  Qnm 
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Platt.  When  were  those  resohitions  published  ? 
Atkeson.  About  the  middle  of  November.    I  do  not  remem- 
date.    It  was  during  the  session  of  the  grange  at  Manchester, 
about  the  middle  of  the  month. 

,  I  had  expected  the  master  of  the  national  grange  to  be  here — 
itterson,  the  president  of  the  National  Agncultural  College — 
;o  Mr.  Wilson.  Since  Mr.  Wilson  is  not  here,  I  want  to  pace 
record  a  little  reprint  from  his  annual  address  to  the  national 
.  at  Manchester.  I  do  not  believe  he  had  read  any  of  these 
hen  he  wrote  this  brief  statement.    He  says : 

Bve  tliat  the  time  has  come  when  the  national  grange  should  be  heard 
Is  very  important  question. 

e  did  not  any  of  them  go  to  Europe  that  I  know  of. 

not  my  desire,  even  If  I  had  the  authority,  to  outline  an  exact  policy 
grange  to  follow.  I  desire  to  submit  a  few  thoughts,  suggestions,  and 
ons  which  I  have  arrived  at,  so  as  to  bring  the  question  In  tangible 
»  for  consideration,  realizing  that  your  honest,  calm,  and  conservative 
tions  will  fairly  establish  the  truth  and  will  be  the  means  of  our  going 
he  world  as  a  united  body,  standing  for  justice  and  equality  for  all 

5ve: 

Any  rural  credit  system  should  make  it  easy  and  safe  for  a  farmer  to 
money  to  buy  or  improve  his  land  or  equipment  to  operate  same. 
1.  Ix>ng-time  credit  at  the  lowest  possible  Interest  for  the  farmer  who 
it. 

A  rural  credit  system  that  is  suited  to  the  needs  of  the  peasant  condi- 
istlng  in  many  parts  of  Europe  must  necessarily  fail  in  our  free,  inde- 
Unlted  States. 

h.  The  so-called  rural  credit  commission  that  went  to  Europe  had  but 
V  real  representatives  of  agriculture;  consequently  we  can  expect  but 
any,  benefit  from  Its  report. 

Any  credit  system  to  be  safe  for  the  people  must  be  either  directly 
5d  or  operated  by  the  Government. 

Any  system  under  private  control,  operated  as  a  special  privilege, 
Itlmately  prove  a  detriment  to  agriculture. 

,  I  realize  that  this  statement  has  left  unsaid  a  great  many 
that  might  have  been  said.  It  is  almost  an  endless  subject. 
y  it  has  said  many  things  that  might  have  better  been  left 
But  this  is  a  free  country,  and  we  have  been  frank  and 
atured  in  what  we  have  said,  and  there  has  been  but  one 
t  in  all  I  have  said — one  paramount  thought;  one  central 
t — ^that  is,  that,  the  people  who  inhabit  the  farms  of  this 
f  are  not  asleep.  They  said  these  thing  that  I  quote  from 
ast  November.  They  said  things  as  far  back  as  1909  in  the 
taken  after  listening  to  Mr.  Aldrich's  speech  at  Des  Moines, 
been  saying  things  in  the  national  grange  practically  every 
since,  and  oecause  the  farmers  of  the  country  are  at  home 
to  feed  the  Nation,  and  are  not  spending  much  time  at  Con- 
►r  before  committees,  it  does  not  justify  the  conchision  that 
•mers  are  not  vitally  interested  in  this  question.  And,  as  I 
them  personally,  they  seem  to  be  possessed  with  one  fear  more 
IV  hope.  That  is  the  fear  that  some  kind  of  a  job  will  be  put 
them  that  it  will  take  them  a  generation  or  two  to  get  rid  of. 
fear  more  the  ills  that  may  come  than  the  ills  they  have — 
>f  them. 

e  feel  that  they  are  entitled  to  be  heard  and  to  be  given  every 
ration. 


Digitized  by 


Google 


270  BUBAL  0BBDIT8. 

Mr.  Stone.  Have  they  been  denied  a  hearing? 

Mr.  Atkeson.  Not  at  all. 

Mr.  Stone.  Has  not  this  committee  requested  representatives  i 
all  of  the  farmers'  organizations  to  appear  oef ore  it? 

Mr.  Atkeson.  Yes.  sir. 

Mr.  Stone.  Has  not  it  called  upon  the  different  agricultua 
schools  to  send  representatives?  Is  not  this  committee,  in  every  wr 
undertaking  to  be  fair  by  giving  to  the  farmers  the  b^  opportnnii 
to  be  heard  ? 

Mr.  Atkeson.  We  have  not  intimated  that  it  was  otherwise.  I  wi 
accounting  for  their  not  being  here. 

Mr.  Stone.  Your  remarks  would  tend  to  convey  the  impressii) 
that  some  job  was  likely  to  be  put  up  on  them;  but  just  because  the 
are  not  here  presenting  their  case  is  no  reason  for  concluding  th 
they  are  not  protected. 

Mr.  Atkeson.  That  is  right. 

Mr.  Stone.  And  they  are  here  presenting  their  case. 

Mr.  Platt.  By  how  much  of  a  majority  were  those  resolutioo 
adopted  ? 

Mr.  Atkeson.  They  were  adopted  unanimously.  There  were  82  a 
the  States  represented. 

Mr.  Platt.  Did  all  of  the  New  England  representatives  vote  f<wr  i\ 

Mr.  Atkeson.  Yes ;  all  of  the  New  England  representatives  votri 
for  it.    There  was  not  a  single  vote  against  it. 

Mr.  Seldomridge.  Did  New  York  ? 

Mr.  Atkeson.  New  York  and  every  State  north  of  the  Mason  td 
Dixon  line,  and  Virginia,  Kentucky,  and  Missouri,  west  to  the  Pacifll 
We  do  not  have  much  strength  in  the  cotton  States,  but  the  rep» 
sentatives  of  the  Farmers'  Union  have  special  stren^h  in  thoa 
States;  and  so  far  as  I  have  been  able  to  interpret  their  acts,  thq 
are  in  perfect  harmony  with  our  position. 

Mr.  Platt.  Who  appeared  before  the  national  grange  in  advoctc] 
of  any  particular  nlan  at  that  meeting? 

Mr.  Atkeson.  Of  this  proposition  ? 

Mr.  Platt.  Yes. 

Mr.  Atkeson.  I  will  say  this,  that  the  committee  that  had  thil 
matter  under  consideration  was  a  committee  known  as  the  legialatili 
committee.  At  that  particular  session  I  happened  to  be  chairmil 
of  that  committee.  Mr.  Stetson,  of  Maine,  and  Mr.  Sherwood,  maflla 
of  the  Rhode  Island  State  grange ;  Mr.  Stetson,  master  of  the  MiiiM 
State  grange;  Mr.  Sherwood,  master  of  the  Rhode  Island  Stiti 
grange;  and  myself,  master  of  the  West  Virginia  State  grange,  wen 
the  three  men  who  were  members  of  that  committee.  There  wen 
also  three  ladles.  I  do  not  remember  who  the  ladies  were.  One  d 
them  was  the  wife  of  the  master  of  the  New  Jersey  State  grange.  ^ 

Mr.  Platt.  Did  any  outsider  appear  before  the  national  grange  ii 
advocacy  of  any  particular  legislation? 

Mr.  Atkeson.  Not  any  outsider.  Mr.  Bathrick  was  up  there 
Senator  Bristow  and  Senator  Poindexter  were  both  invited  to  com 
there.  They  were  invited  but  could  not  come,  and  they  had  no  coo 
nection  with  these  resolutions,  and  the  resolutions  were  written  bi 
fore  Mr.  Bathrick  reached  Manchester.  So  there  was  no  advooie 
in  support  of  these  resolutions  outside  of  the  gran^  itself.  Ttl 
report  of  the  committee  on  the  resolution  was  unanimous.    Thei 
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ire  in  Manchester,  as  nearly  as  we  could  arrive  at  the  facts,  some- 
ink  like  10,000  or  12,000  farmers— some  from  Washin^on,  Oregon, 
d  New  England.  There  was  pretty  near  every  one  in  Isew  Eng- 
ad  there.  JNowhere  was  there  expressed,  either  in  the  vote  of  the 
mibership  or  about  the  hotel  lobbies  or  anywhere  else,  anything 
it  unanimous  approval  of  the  position  taken  by  the  national 
»nge. 

Now,  the  national  grange  did  not  provide  specifically  for  the  carry- 
g  of  those  principles  into  operation.    The  farmers  are  not  skilled 

the  preparation  of  bills;  they  are  not  lawyers;  they  are  not 
jikers,  but  I  will  venture  to  say,  however,  they  would  get  together 
bill  after  a  fashion  if  they  were  asked  to  write  it.  But,  assuming 
ir  Congressmen  are  capable  and  patriotic  and  with  the  common 
tod  at  heart,  they  desired  only  to  impress  upon  them  their  senti- 
gnts  as  to  the  general  policy.    There  are  three  general  propositions, 

I  stated  in  the  paper,  and  they  are  concerned  about  the  proposi- 
)ns  more  than  the  detail  of  the  proposition.  One  is  a  profit -eam- 
P  banking  corporation;  the  other  is  purely  cooperative,  and  we  are 
r  agreed  that  cooperative  self-help,  self -initiative,  is  a  good  thing. 
think  all  of  us,  no  difference  what  position  we  take  on  mis  general 
^position,  agree  that  cooperation  is  a  ^ood  thing.  I  do  not  think 
ere  is  any  question  about  that,  if  it  will  operate.  There  may  be 
fferences  of  opinion  about  that. 

Our  conviction  is  that  a  cooperative  banking  association^  or  what- 
er  you  choose  to  call  it,  should  take  care  of  the  short-time  loans, 
id  that  the  Government  itself  should  take  care  of  the  long-time 
ins,  and  that  the  time  should  be  sufficiently  long  not  to  weight 
>wn  with  the  annual  or  semiannual  payments  the  industry  of  agri- 
Iture  beyond  the  burdens  that  it  can  bear. 

There  was  a  question  raised  this  morning  as  to  the  length  of  time 
lat  this  amortization  feature  should  run.  Under  the  commission's 
U  if  they  can  load  on  to  the  landowner  the  whole  amount  of  the 
rincipal  covering  a  period  of  six  years — ^if  it  is  for  more  than  five 
jars  they  can  distribute  the  principal  over  the  number  of  years ;  we 
iU  say  it  is  six — ^that  swamps  the  man  unquestionably.  There  is 
ot  a  farmer  in  this  country,  barring  some  special  conditions  and 
>me  special  men,  possibly  (there  are  exceptions  to  practically  all 
lies),  that  can  borrow  half  the  value  of  his  land  and  load  it  on  to 
im  plus  the  interest  and  the  cost  of  administration  and  pay  it  in 
ocyears. 

The  question  is,  how  long  shall  it  run  to  enable  him  to  meet  these 
nnual  charges?  As  I  have  studied  the  commission's  bill — I  like  to 
all  it  that^ — it  seems  to  me  that  the  probabilities  (and  I  waked 

Elast  night  and  this  thing  would  keep  coming  up  like  Bancho's 
ost;  it  would  not  down)  are  that  the  interest  rates  will  not  be  less 
lan  6  percent. 

Mr.  Platt.  Bi^ht  there,  Mr.  Atkeson,  the  farmers  in  four  or  five 
tates  of  the  Union  are  paying  less  than  6  per  cent  now  on  their 
mortgages,  as  shown  by  the  Department  of  Agriculture.  How  do 
lose  banks  get  along  m  those  States? 
Mr.  Atkeson.  You  mean  the  legal  rate  of  interest? 
Mr.  PiiATT.  No;  I  mean  they  are  actually  paying  less  than  6  per 
Dt  in  Pennsylvania,  New  York,  and  nearly  all  of  tne  New  England 
ates  to-day,  and  Ohio. 
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Mr.  Atkeson.  There  may  be  a  few  exceptions,  as  I  said  awhik 
ago.    We  will  say,  then,  it  has  been  figured  up  that  the  average  rate 
paid  by  farmers  now  is  8  per  cent— 8  and  a  fraction — ^you  have  til 
seen  tnose  figures.    Under  this  scheme  the  interest  rate  on  the 
average — ^there  may  be  some  Eastern  States  where  the  prevailinf 
rate  will  be  6  per  cent ;  in  my  State  the  le^al  rate  is  6  per  cent,  and  I 
that  may  be  the  legal  rate  in  a  majority  of  tne  States — we  will  assume^  J 
under  this  banking  scheme,  will  be  6  per  cent.    The  cost  of  admin- 
istration adds  another  1  per  cent,  and  then  when  you  add  a  half  per 
cent  or  a  whole  per  cent,  or  2  or  3  per  cent  for  the  length  of  time  the 
mortgage  runs,  covering  the  amortization  charges,  you  fix  an  ammtl 
payment  certainly  not  under  8  per  cent    And  8  per  cent  loads  up 
any  agricultural  enterprise  in  this  country  until  it  is  absolutetf 
hopeless. 

Now,  I  want  to  impress  upon  you  this  one  thought,  because  it  ii 
abhorrent  to  the  farmers — any  question  of  special  privilege.  The 
Question  has  been  raised  why  this  privilege  should  not  be  granted  to 
tne  man  who  wants  to  establish  a  home  m  the  city.  The  cases  an 
not  at  all  parallel.  If  you  grant  this  privilege,  and  place  the  interei 
rate  with  the  amortization  feature  for  a  long  time  to  run,  not  above 
4  or  4i  per  cent — a  good  deal  has  been  said  about  trying  to  induce 
some  of  the  congested  population  of  the  cities  to  go  back  to  flie 
country — ^would  you  interfere  with  Mr.  City  Blacksmith  or  Mr.  Gt? 
Laborer,  or  anyone  else,  availing  himself  of  this  privilege,  if  joo 
choose  to  call  it  a  special  privilege? 

Mr.  BuLKLEY.  Mr.  Atkeson,  in  that  connection :  Do  vou  subscribi 
to  what  Mr.  Brooks  said,  that  the  loan  should  be  confined  to  p^l^ 
tical  farmers  with  four  years'  experience? 

Mr.  Atkeson.  That  would  be  desirable ;  but  I  do  not  believe  I 
would  undertake  to  limit  it  to  a  farmer  of  experience. 

Mr.  BuLKLEY.  Of  course,  if  you  made  that  limitation,  that  wooM 
answer  your  question. 

Mr.  Atkeson.  Yes.  I  would  not  do  it  for  this  reason :  It  Icaw 
a  question  of  dispute  as  to  what  constitutes  a  sufficient  experience. 
If  a  man  who  is  running  a  blacksmith  shop  thinks  it  is  one  perpetual 
sweet  song  out  in  the  country  and  wants  to  try  it,  the  way  to  get  thit 
notion  out  of  his  head  is  to  let  him  try  it  for  a  while.  I  have  been 
there.  If  he  chooses  to  ^o  out  in  the  country,  to  take  advantage  <rf 
this  so-called  special  privilege,  he  has  a  chance  to  go  out  and  try  it 
If  he  fails  to  make  a  living  and  meet  those  charges  of  interest  ind 
amortization,  all  he  has  to  do  is  to  sell  out  to  somebody  else  who 
can  meet  those  charges,  and  who  will  go  on  with  the  same  property. 

Now,  there  is  one  important  thing:  If  I  were  undertakmg  to  deil 
with  the  commission's  Dill,  there  are  several  important  amendments. 
Some  of  them  were  pointed  out  this  morning.  But  I  want  to  ctD 
your  attention  to  this  one,  and  that  is  the  limitation  on  the  amount 
any  one  man  may  secure.  It  ought  to  be  limited,  otherwise  instead 
of  helping  the  independent  landowner,  who  is  to  live  on  it  and  fitp 
it,  you  make  it  even  more  possible  for  the  speculator  who  invests  in 
the  land  with  the  hope  of  reward  in  what  Mr.  George  would  call  tibe 
unearned  increment.  Suppose  we  take  the  provision  in  this  bill 
that  he  mav  borrow  50  per  cent  of  the  value  of  his  land.  If  I  had 
$100,000  I  "^could  borrow  another  $100,000  and  buy  ^00,000  worth 
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land  and  keep  everybody  else  off  of  it  except  an  irresponsible 
Lantry. 

Mr.  fiuLKiiBY.  Your  suggestion  is  that  the  total  amount  any  one 
in  should  be  permitted  to  borrow  should  be  limited  to  a  specific 
iL    Is  that  right? 

Ikfr.  Atkeson.  Mv  own  theory  is  not  more  than  $10,000.  But  that 
a  matter  of  detail. 

Mr.  BuLKiBY.  In  any  event,  there  should  be  some  limit. 
Sir.  Atkesok.  There  should  be  some  limit. 

Mr.  Bui^LEY.  I  think  you  are  right  about  that.  Now,  how  did 
u  arrive  at  $10,000? 

Mr.  Atkeson.  My  own  conviction  is  it  ought  not  to  be  more  than 
D,000,  and  that  would  make  it  possible  for  a  man  to  acquire  a 
[),000  farm. 

Mr.  BuLKLEY.  Why  $20,000?  How  do  you  fix  it  at  that  amount? 
Mr.  Atkeson.  I  say  that  is  a  matter  of  detail,  a  matter  of  judg- 
mt,  as  to  where  it  ought  to  be ;  but  $20,000  is  a  pretty  good  farm  for 
e  man  and  one  famny  to  operate.  If  one  man  owns  a  farm  and 
lother  man  operates  it,  that  land  is  expected  to  support  two  fami- 
s — one  struggling  for  existence,  doing  all  of  the  work,  and  the 
ber  existing,  doing  none  of  the  work. 

Mr.  BuLKLBY.  Is  it  your  idea  that  a  $20,000  farm  is  about  what 
le  family  can  take  care  of  properly? 

Mr.  Atkeson.  The  dollars  and  acres  do  not  always  fit  each  other, 
seems  to  me  that  160  acres  ought  to  be  the  maximum  acreage  of 
Qage. 

yS.  Bulkm:y.  Acreage  does  not  exactly  fit  either.  It  takes  more 
ireage  in  one  part  of  the  country  than  in  another? 
Mr.  Atkeson.  I  understand.  That  is  why  I  say  that  any  limita- 
on  would  be  purely  arbitrary  and  would  be  a  matter  of  the  best 
idgment.  But  it  seems  to  me  there  ought  to  be  an  absolute  limita- 
on  put  upon  any  of  these  schemes  as  to  the  amount.  Under  any  one 
f  these  schemes  there  ought  to  be  a  limitation  on  the  amount  that 
IV  one  individual  could  secure. 

Now,  under  a  direct-loan  scheme,  it  would  be  easy.  There  would 
J  some  complications  under  a  general  banking  scheme  as  proposed. 
Now.  I  have  occupied  perhaps  all  the  time  I  ought  to,  and,  good 
ituredly,  I  shall  do  my  best  to  answer  any  questions  anyone  may 
ish  to  ask. 

Mr.  Stone.  Can  you  give  the  reasons  why  farm  mortgages  are  not 
nsidered  the  best  security  now,  and  why  farmers,  for  that  reason, 
n  not  get  money  at  as  low  a  rate  of  interest  as  other  persons  ? 
Mr.  Atkeson.  That  is  a  little  questionable.  It  is  a  remarkable 
ct  that  it  is  a  fact  that  farmers  have  had  to  pay  more  for  the  money 
ey  borrowed  than  other  people.  That  is  the  statistics,  and  the  best 
formation  I  have  gained  from  any  source  supports  that  position, 
idoubtedly  it  seems  to  me  farm  mortgages  are  the  best  possible 
lurity  that  anyone  can  offer.  Now,  why  it  should  pay  a  higher 
ie  of  interest  than  commercial  paper  demands  is  a  question  perhaps 
ne  statesman  or  banker  can  answer.  I  am  sure  I  can  not. 
Mr.  BuLKLEY.  Mr.  Atkeson,  without  expressing  any  opinion  one 
y  or  the  other,  I  will  call  your  att(jntion  to  the  fact  that  some  peo- 
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pie  think  it  would  not  be  constitutional  for  the  Federal  Goyemment 
to  make  direct  loans  to  farmers. 

Now,  if  the  committee  should  be  persuaded  that  that  is  the  case, 
what  shall  we  do?  Shall  we  do  something  similar  to  what  Mr. 
Scudder  suggested  this  morning? 

Mr.  Atkeson.  Yes ;  if  that  is  the  best  that  can  be  done ;  perhapi 
that  would  be  some  amelioration  of  the  situation. 

Mr.  BuLKLEY.  Would  you  advocate  going  any  further  than  thall 
Would  you  advocate  the  Government  depositing  funds  with  the  agri- 
cultural banks? 

Mr.  Atkeson.  The  Government  how  ? 

Mr.  Bulkley.  Depositing  funds  with  the  agricultural  banks! 

Mr.  Atkeson.  What  is  to  become  of  those  funds? 

Mr.  Bulkley.  To  be  loaned  on  mortgages? 

Mr.  Atkeson.  That  is  a  suggested  compromise  among  some  of  oi 
who  do  not  agree,  that  the  Government  deposit  money  in  these  banta^ 
holding  the  banks  responsible,  and  that  the  Government  fix  the  ntB 
of  interest. 

Mr.  Bulkley.  What  do  you  say  about  that  plan? 

Mr.  Atkeson.  Well,  if  that  can  be  considered  to  be  constituti(»iiI 
and  the  other  not,  why,  that  perhaps  is  a  desirable  compromise. 

Mr.  Bulkley.  I  think  it  is  conceivable  that  that  might  be  so.  I 
have  not  gotten  to  the  bottom  of  the  constitutional  argument  yet 

Mr.  Atkeson.  I  am  a  little  curious,  though — ^if  I  may  ask  you  t 
question  back — to  know  on  what  theory  it  would  be  unconstitutional, 
when  the  Federal  Government  is  already  loaning  its  credit  and  loan- 
ing its  money  directly  to  the  banking  corporation. 

Mr.  Bulkley.  The  Government  nas  not  made  any  loans  to  die 
banking  corporations.  The  Government  has  deposited  its  current 
funds,  the  same  as  you  and  I  might  deposit  our  current  funds  in  Uie 
bank,  for  the  Government's  convenience,  as  much  as  your  depodt 
with  your  bank  is  for  your  convenience.  You  are  not  doing  it  for  tha 
benefit  of  the  bank. 

Mr.  Atkeson.  Then,  you  consider  it  is  not  loaning  the  bank  money 
when  the  postal  funds  of  the  postal  savings  bank  are  loaned  to  bann 
at  2^  per  cent? 

Mr.  Bulkley.  I  think  that  comes  pretty  near  loaning  it  to  them. 

Senator  Hollis.  That  is  an  investment. 

Mr.  Bulkley.  It  is  an  investment  of  money  the  Government  has 
to  take  care  of  and  is  done  for  the  conservation  of  the  funds  which 
the  Government  has,  and  not  for  the  benefit  of  the  bank. 

Mr.  Atkeson.  And  what  would  be  the  difference  if  they  loaned 
that  same  money  on  first  mortgage  bonds? 

Mr.  Bulkley.  Would  you  be  satisfied  if  the  Government  loaned 
the  postal-savings  funds  and  no  more? 

Mr.  Atkeson.  I  do  not  see  anything  constitutionally  the  matter 
with  it. 

Mr.  Bulkley.  I  say  would  that  satisfy  the  demands  of  your  or- 
ganization, if  the  Government  should  loan  what  happens  to  be  in 
the  postal-savings  fund? 

Mr.  Atkeson.  Yes;  if  it  goes  a  little  further.  I  did  not  state 
another  resolution  they  adopted  at  that  time,  and  that  was  that  all 
limitations  be  taken  off  deposits  in  postal  savings  and  that  the  de- 
positor be  given  3  or  3J  per  cent  and  then  loan  direct  to  the  farmen 
at  4  or  4^.    This  country  would  be  astounded  at  the  amount  of 
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ney  that  would  pour  into  the  postal-savings  banks  in  this  country, 
u  could  pretty  nearly  buy  all  of  the  farms  in  a  few  years  with  it. 
kir.  BuiiKUEY.  That  would  be  satisfactory,  would  it? 
Sir.  Atkeson.  We  would  take  a  gamble  on  it.  Remove  all  re- 
ictions  and  give  the  depositors  3^  per  cent  on  their  money  in  the 
^ings  banks,  and  loan  to  the  farmer  at  4^.  and  give  the  Govem- 
mt  the  1  per  cent  for  administration,  and  ii  we  don't  favor  it  I  am 
ing  to  surrender  on  the  whole  proposition. 

Mr.  BuLKLEY.  Coming  back  to  the  provisions  of  the  Moss  bill,- 
you  believe  that  the  farmers  in  local  communities  would  want  to 
bscribe  to  the  stock  of  these  banks? 
Mr.  Atkeson.  I  do  not  think  so. 
Mr.  Bui-KLEY.  You  do  not  think  they  would  at  all  ? 
Mr.  Atkeson.  No;  I  would  not  say  at  all;  because  in  certain 
calities,  under  certain  conditions,  it  might  be  a  successful  scheme, 
liether  it  would  operate  generally  or  not  is  very  questionable. 
Mr.  Platt.  Mr.  Atkeson,  you  objected  to  the  exemption  from  taxa- 
on  in  the  Moss  bill  of  the  mortgages  and  bond!s.     Suppose  the 
ovemment  should  loan  directly,  would  not  the  Government  bonds 
)  exempted  from  taxation  and  also  the  mortgages  they  took? 
Mr.  Atkeson.  Undoubtedly.    That  is,  if  you  support  the  general 
reposition,  and  not  for  the  benefit  of  a  corporation,  if  the  Govern- 
ment put  it  on  with  one  hand  and  took  it  on  with  another  it  would 
mount  to  the  same  thing;  but  exempting  a  private  corporation^ 
^hich  is  a  money-making  scheme  with  all  of  the  human  elements  to 
ed  with,  why  it  should  be  exempt  from  taxation  is  quite  hard  to 
emonstrate. 

Mr.  Platt.  If  bonds  and  mortgages  were  not  exempted  from  taxa- 
ion  under  the  Moss  bill  would  not  the  tax  simply  be  added  to  what 
he  farmer  would  have  to  pay? 

Mr.  Atkeson.  We  object  to  it  on  the  broad  ground  that  it  repeals 
he  income  tax  proposition,  which  we  have  favored  for  40  years — I 
lean  the  grange. 

Mr.  Platt.  You  believe  farm  mortgages  ought  to  be  exempted 
"om  taxation,  anyhow? 

Mr.  Atkeson.  Any  mortgages  or  income  from  private  banking 
>rporations  I  do  not  think  ought  to  be  exempted  irom  taxation. 
Mr.  Platt.  Where  mortgages  are  taxed  at  the  local  tax  rates  does 
le  farmer  pay  the  tax,  or  the  borrower  pay  the  tax,  or  who  does 
ly  it? 

Mr.  Atkeson.  That  applies  to  all  evidences  of  debt — notes  and 
lortgages. 
Mr.  Platt.  Yes. 

Mr.  Atkeson.  I  am  a  money  lender,  wq  will  say.  This  bill  takes 
le  money  out  of  my  pocket — I  mean  the  mortgage  proposition  takes 
le  money  out  of  my  pocket — and  I  will  manage  somehow  or  other 
)  load  the  tax  onto  the  other  fellow.  If  any  of  you  are  money  lend- 
rs,  I  ^arantee  you  do,  too. 

Mr.  Platt.  In  other  words,  if  those  mortgages  and  bonds  were  not 
cempted  in  the  Moss  bill,  the  farmer  would  pay  the  tax  ? 
Mr.  Atkeson.  If  they  were  taxed,  the  farmer  would  pay  the  tax, 
oquestionably. 

Mr.  Platt.  Then  it  is  not  for  the  benefit  of  the  corporations;  it  is 
)r  the  benefit  of  the  borrowers? 
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Mr.  Atkeson.  That  may  be  true  of  the  whole  inc<Hne-tax  propoa- 
tion.  The  fellow  at  the  bottom,  the  man  of  last  resort,  is  the  mm 
that  bears  the  burden. 

I  believe  the  consumer  pays  the  tariff,  and  always  did,  and  I  pre- 
sume at  least  a  part  of  this  committee  believes  that  yet.  Part  of  then 
may  not.  It  is  practically  impossible  to  eliminate  that  element  Tin 
ultimate  consumer  pays  all  the  charges.  And  if  you  remove  the  in- 
come tax,  you  would  remove  the  tax  from  the  people  higher  up,  and 
then  you  get  down  to  the  Henry  George  theory  of  putting  all  the  ttx 
on  the  ground  upon  which  we  all  stand. 

Mr.  Moss.  May  I  ask  you  a  question,  Mr.  Atkeson  ? 

Mr.  Atkeson.  Certainly. 

Mr.  Moss.  The  provision  exempting  this  income  on  capital  stod^ 
etc.,  was  taken  out  of  the  Federal  reserve  act.  The  regional  banks 
have  also  their  income  on  capital  stock  exempted  from  taxation.  I 
believe  you  stated  you  approved  that  act? 

Mr.  Atkeson.  How  is  that  ? 

Mr.  Moss.  I  understood  you  to  say  you  approved  the  FedcrtI 
reserve  act? 

Mr.  Atkeson.  You  mean  the  general  banking  act? 

Mr.  Moss.  Yes,  sir. 

Mr.  Atkeson.  Yes,  sir. 

Mr.  Moss.  I  say  this  provision  exempting  incomes  on  capital  stoA,  1 
etc.,  was  taken  word  for  word  from  that  act.  \ 

Mr.  Atkeson.  Do  they  exempt  farm  mortgages? 

Mr.  Moss.  No;  I  am  speaking  about  the  exemption  of  the  inooM 
on  the  capital  stock  of  those  banks  from  taxation  being  taken  foA  ' 
for  word  from  the  Federal  reserve  act,  and  the  fact  that  the  regionil 
banks  under  the  Federal  reserve  act  are  exempted  precisely  to  the 
same  degree  that  the  farm  banks  are. 

Mr.  Atkeson.  You  remember  I  said  in  our  universal  approval  of 
the  general  banking  act  we  did  so  not  because  it  was  perfectlj 
equitable. 

Mr.  BuLKLEY.  Of  course,  Mr.  Moss,  there  is  another  consideration 
there — the  dividends.    Their  dividends  are  limited. 

Mr.  Moss.  Oh,  yes. 

I  want  to  say  one  thing.  I  fully  agree  with  Mr.  Atkeson:  I  tffl 
not  in  favor  of  exempting  incomes. 

Senator  Hollis.  Mr.  Atkeson,  I  want  to  oret  a  little  informatioOf 
and  I  am  asking  these  questions  for  no  other  reason.  At  Min- 
Chester,  N.  H..  did  you  find  among  the  members  of  the  grange  gener- 
ally a  pretty  strong  suspicion  that  Congress  was  not  going  to  try  to 
pass  an  act  that  would  be  of  real  benefit  to  the  farmers? 

Mr.  Atkeson.  I  did  not.  There  was  no  suspicion  that  CongresB 
had  any  such  purpose. 

Senator  Hollis.  That  is  what  I  want  to  get  at. 

Mr.  Atkeson.  T  want  to  say  this  frankly.  Senator,  I  believe  the 
farmer  people  of  this  country  believe  that  this  committee,  this  Con- 
gress, and  this  administration  want  to  do  something  that  is  sub- 
stantially worth  while  for  the  agricultural  interests  of  this  countiv. 

Senator  Hollis.  I  am  very  glad  to  know  that,  because  I  thought 
from  some  remarks  you  made  you  felt  they  were  not  really  going  to 
try  to  help  you,  but  were  going  to  try  to  favor  some  special  intw- 
ests? 
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Mr.  Atkeson.  No;  they  are  not  suspicious  of  the  body  of  the 
Ckmgress,  and  the  intent  of  the  Congress  and  the  Senate  and  the 
House,  or  these  committees.  But  we  think  we  know,  from  genera- 
tions of  experience,  that  the  man  with  money  is  always  on  the  job. 
There  are  two  classes  in  this  country  that  never  quit,  and  that  is  the 
Idlow  who  is  behind  the  saloon  and  the  fellow  who  is  behind  the 
dollar.    They  stay  up  at  nights. 

^  Senator  Hollis.  Was  the  fear  that  the  money  lenders,  the  bank- 
ing interests,  might  hoodwink  the  committee? 

Mr.  Atkeson.  Now,  Mr.  Chairman,  just  as  we  realized  in  the  fight 
for  a  parcel  post,  there  was  a  ^reat  cooperative  interest  behind  it. 
That  does  not  mean  any  reflection  on  the  Congress.  If  I  were  a 
Member  of  Congress,  I  would  be  confronted  with  this  same  propo- 
sition. Take  the  investigations  of  the  Money  Trust  and  the  Mul- 
ball  investigation;  we  people  read  the  newspapers  more  than  you 
think.  I  think  there  has  never  been  a  time  in  the  history  of  the 
.amntrr  when  the  country  felt  more  implicit  in  the  honesty  of  pur- 
pose CI  the  men  in  Congress  than  they  do  to-day. 

S^ator  HoLLis.  I  am  very  glad  to  hear  you  say  that. 

Mr.  Atkeson.  But  it  means  the  other  lellow,"^  that  knows  the  in- 
sidious use  of  the  accimiulated  millions  of  this  country,  is  on  the  job, 
and  he  is  not  going  to  quit  until  he  is  compelled  to  quit. 

Mr.  Seldomsidge.  Mr.  Atkeson,  did  you  state  the  farmers  were 
without  representation  on  the  commission  that  went  abroad? 

Mr.  Atkeson.  Not  wholly.  It  was  not  my  statement,  it  was  Mr. 
Wilson's  statement  in  the  reprint  I  read  from  the  paper.  We  know, 
liowever,  that  so  far  as  the  bona  fide  fanner  is  concerned — the  man 
irhose  primary  and  substantial  support  comes  from  the  farm — they 
had  very  little  representation  on  the  commission.  Perhaps  the 
farmers  were  themselves  to  blame  for  it,  but  it  is  the  fact. 

Mr.  Seldomridoe.  What  commission  do  you  refer  to  ? 

Mr.  Atkeson.  I  take  the  thing  in  its  aggregate,  or  take  the  con- 
gressional part  of  it,  or  take  the  general  commission  of  the  South- 
em  Commercial  Congress. 

Mr.  Seux)mridge.  In  other  words,  you  think  the  commission  was 
really  not  familiar  with  the  desires  and  was  not  representative  of  the 
farmers? 

Mr.  Atkeson.  Not  in  its  entirety.  As  a  commission,  I  do  not  think 
anything  about;  I  know  that  I  know,  if  you  will  excuse  that  ex- 
pression. 

Mr.  Seldomridoe.  Have  you  analyzed  its  report  ? 

Mr.  Atkeson.  I  sat  up  with  it  night  after  night. 

Mr.  Seljx)mridge.  In  what  essential  purpose  is  the  report  antago- 
nistic to  the  idea 

Mr.  Atkeson.  We  did  not  say  it  was  antagonistic. 

Mr.  Seu)Omridg£.  You  said  it  was  not  representative  of  the  agri- 
caltaral  interests? 

Mr.  Atkeson.  The  men  as  individuals,  in  their  personality, 
although  they  may  be  of  the  highest  order  of  American  stat^sman- 
rfiip,  and  I  tnink  they  are — I  am  willing  to  concede  that — ^they  can 
not  possibly  appreciate  the  purport  of  those  things  as  the  man  who 
must  meet  the  condition?  of  the  farm,  who  eats  ana  sleeps  and  sweats? 
in  the  open  country.  It  is  an  impossibility:  just  as  much  as  it  is  for 
me  to  appreciate  ftow  somebody  in  Wall  Street  or  Fifth  Avenue  in 
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New  York  lives  and  spends  his  time.  I  have  absolutely  no  conoep 
tion  of  how  a  man  representing  a  million  or  a  billion  or  money  seti 
away  with  his  income ;  I  would  not  know  how  to  get  away  wim  i 
million.  And  he  knows  just  as  little,  possibly  a  good  deal  less,  aboel 
how  I  have  to  scrape  ends  and  sit  up  early  and  late  on  an  avengi 
gross  income,  according  to  the  latest  statistics,  of  less  than  $900  foi 
the  average  farmer  in  America.  Out  of  that  average  income  he  hii 
to  support  a  family  of  9  or  10  children  and  all  of  the  dogs  incidem 
to  the  family ;  he  must  pay  all  his  hired  labor,  buy  all  his  machinfiiy 
and  include  the  incidents  of  the  production  of  his  crop  on  an  averagi 
gross  income  of  about  $900  a  year. 

Mr.  Stone.  Are  you  actively  engaged  in  farming? 

Mr.  Atkeson.  Yes,  sir;  and  have  been  for  62  years  last  Sunday 
week. 

Mr.  Stone.  That  is  your  sole  occupation? 

Mr.  Atkeson.  It  has  been  excepting  during  the  last  17  years.  J 
have  been  dean  of  the  college  of  agriculture  in  my  State.  Nim 
months  in  the  year  I  live  in  a  little  town  and  the  other  three  moDtb 
I  am  on  the  farm.  And,  in  association  with  my  son,  during  those  IT 
years  I  have  been  continuously  farming  a  farm  I  own. 

I  do  not  like  to  go  into  personal  history,  but  I  think  the  committed 
will  excuse  me  for  making  this  statement  as  an  evidence  that  I  knor 
what  I  am  talking  about  when  it  comes  to  farm  property:  Whail 
was  married  I  had  more  good  intentions  than  any  man  in  the  UiuiBi 
States  Senate  or  Congress,  and  that  was  my  capital  stock — the  gjoi 
intentions  and  the  woman.  I  worked  as  a  farm  hand  in  West  Vi' 
ginia  for  five  years,  with  a  young  wife  on  my  hands,  and,  incidentiUyt 
some  babies  in  the  meantime,  at  a  munificent  salary  of  75  cents  a  dij» 
At  the  end  of  that  five  years  I  rented  a  farm  and  paid  cash  rent  for^ 
and  at  the  end  of  10  years  I  bought  a  farm  and  paid  taxes  for  a  goo* 
many  years  on  about  $15,000  of  mv  debts. 

And  so  I  have  been  up  against  the  varied  sides  of  this  farm  propo- 
sition. 

I  have  two  sons,  both  of  them  graduates  of  an  agricultural  colk^ 
One  of  them,  up  until  the  last  year,  has  been  on  a  500-acre  farm  in 
the  southwest  corner  of  Alabama.  So  we  know  the  negro  and  the  cofc- 
ton  proposition  down  there.  Just  now  he  is  a  farm  demonstrator  iu 
Alabama.  Both  of  the  boys  are  graduates  of  an  agricultural  coUe^ 
and  know  how  to  farm,  ana  they  are  doing  what  I  tried  to  teach  thcna 

I  had  expected  somebody  to  ask  me  what  I  did  in  the  first  tw^ 
years. 

Mr.  Alexander.  You  were  in  the  dairy  business  the  first  tw< 
years  ? 

Mr.  Atkeson.  That  is  right. 

Mr.  Stone.  You  say,  Mr.  Atkeson,  in  concluding  this  statement 
that  you  sent  out  to  the  grange  that  "  prompt  action  is  imperativd] 
demanded  if  any  substantial  benefit  is  to  be  secured  to  the  larmera  bj 
the  pending  farm-credit  learislation."  What  was  the  situation  thii 
made  it  appear  to  you  that  such  a  sentence  was  necessary  ? 

Mr.  Atkeson.  Well,  there  are  two  or  three  reasons  why  that  state 
ment  was  made.  In  the  first  place,  the  farmers  can  not  come  hen 
We  assume,  and  I  think  it  is  a  fair  assumption,  that  the  Members  Q 
Congress  like  to  hear  from  their  constituents  and  like  to  know  whi 
their  constituents  are  thinking  about  and  their  position  on  the  8p 
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i.1  interests  and  contentions  at  a  particular  time;  and  so  that  is  an 
citation  to  the  members  of  the  grange  to  let  their  Members  in 
3n^;ress  know  where  they  stand,     i  ou  will  notice  there  is  no  sug- 
dstion  as  to  the  character  of  letter  they  shall  write. 
3fr.  Stone.  Merely  indorsing  H.  R.  11897? 

Mr.  Atkeson.  That  is  all. 

Mr.  Platt.  Mr.  Atkeson,  I  suppose  from  what  Mr.  Stone  asked 
M  he  meant  to  bring  out  whether  you  thought  conditions  in  agri- 
ilture  are  not  worse  now  then  they  were,  for  instance,  when  you 
Tew  up  through  the  stages  of  earning  a  salary  as  a  farm  hand,  then 
i  a  renter,  and  then  as  a  purchaser.  Do  you  mean  to  say  that  it  is 
arder  now  than  when  you  did  it  ? 

Mr.  Atkeson.  A  great  deal  harder. 

Mr.  Platt.  Why? 

Mr.  Atkeson.  His  land  has  been  depleted  in  productiveness,  on 
ae  average,  the  country  over.  Through  speculative  influences,  land 
as  increased  far  beyond  its  productive  value  at  the  present  prices, 
liere  was  a  time  when  a  man  could  secure  land  by  going  through 
he  process  of  settling  on  it  and  getting  it  as  a  free  gift  from  the  Gov- 
mment;  and  as  time  goes  on  land  in  Illinois — to  give  you  an  illus- 
ration  of  what  I  mean — settled  two  generations  ago,  acquired  for 
1.25  or  no  money  consideration  under  the  Government  alienation 
f  the  public  land,  if  the  men  stayed  on  the  land — if  they  stayed  there. 
,  does  not  make  any  difference  how  difficult  it  was  to  stay  there,  it 
e  could  live  and  get  enough  to  eat  and  stay  there  for  two  or  three 
enerations — that  land  has  become  under  hfs  feet  worth  about  $200 
>  $250  an  acre. 

Mr.  Platt.  Yes ;  but  that  was  not  what  you  did  ? 

Mr.  Atkeson.  No;  that  was  not  what  I  did;  but  I  tackled  this 
reposition  nearly  40  years  ago.  That  thing  has  not  happened  that 
ray.  I  will  say  this,  that  I  have  been  offered  for  the  property  I 
ought — that  I  began  with  just  about  40  years  ago;  not  quite  that — 
25  per  cent  more  than  I  paid  for  it.  And  it  is  less  productive  now 
han  it  was  then,  because  I  taxed  it  pretty  heavily  in  trying  to  pay 
or  it.  And  there  you  are  now  with  an  increased  valuation  of  a  125 
>er  cent  increase.  And  in  some  cases  it  has  been  1,000  per  cent.  And 
,  man  who  tackles  that  job  under  present  conditions — I  know  now, 
rtth  my  experience  of  62  years,  I  would  be  a  fool  to  tackle  now  what 
'.  tackled  then. 

Mr.  Platt.  Now,  if  you  in  the  country  think  land  has  gone  down 
>ecause  everybody  has  gone  to  the  cities,  what  has  been  the  cause 
»f  that  tremendous  increase  in  the  value  of  farm  lands  ? 

Mr.  Atkeson.  Speculation.  I  would  like  to  answer  that  question, 
vhich  has  been  asked  by  the  farm  people  themselves,  by  saying  it 
omebody  will  tell  me  who  is  buying  the  coal  lands  in  West  Virginia 
hat  will  probably  not  pay  a  cent  of  income  for  probably  100  years, 
hen  I  will  answer  the  other  question. 

Mr.  Platt.  Is  not  the  increased  value  of  the  farm  lands  to  be 
aken  into  consideration  as  an  increased  compensation  for  his  labor? 

Mr.  Atkeson.  No. 

Mr.  Platt.  You  have  doubled  your  money  on  your  land. 

Mr.  Atkeson.  If  he  undertakes  to  pay  interest  on  the  mortgage, 
t  is  not  a  question  of  waiting  for  the  unearned  increment,  but  it  is 
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a  question  of  paying  the  debt  due  in  this  year,  that  he  must  be  abb 
to  carry  the  obligation  or  it  swamps  him. 

Mr.  Platt.  Ii  he  does  carry  it  than  the  increased  value  of  the 
land  is  increased  compensation  for  his  work? 

Mr.  Atkeson.  That  is,  if  he  can  hold  on.  This  125  per  cent  that 
has  come  to  the  land  I  struggled  through  with,  I  possess  now.  But 
suppose  I  had  been  swamped  with  the  debt,  paying  taxes  on  thou- 
sands of  dollars,  and  the  other  taxes.  We  had  all  these  taxes.  We 
always  holloed,  as  I  say,  a  little  about  that;  but  we  had  it  to  do 
just  the  same. 

Mr.  BuLKLEr.  Mr.  Atkeson,  do  you  agree  with  Mr.  Brooks  abooT 
the  limit  on  the  purpose  for  which  the  loans  shall  be  made? 

Mr.  Atkeson.  I  would  limit  that.  I  would  put  in  a  limitatioo  d 
the  loans  to  purchase  money  and  operating  machinery  and  improve- 
ment of  the  property  itself.  That  is,  1  would  not  lend  a  maa 
money,  or  permit  him,  if  I  could  prevent  it,  from  using  the  mon^  to 
buy  an  automobile. 

Mr.  BuLKLEY.  Would  you  permit  him  to  use  it  to  refund  n' 
existing  debt? 

Mr.  Atkeson.  Unquestionably.  I  see  no  reason  why  he  should  nok* 
It  is  the  same  thing.  Providing  the  existing  debt  is  not  beyond  th 
limit  that  is  allowed  to  be  placed  on  the  property. 

Mr.  BuLKLEY.  Yes;  exactly. 

Mr.  Atkeson.  I  see  no  season  why  he  should  not  exchange  OM 
debt  for  the  other. 

Mr.  BuLKLEY.  Do  you  think  it  is  proper  to  go  into  a  morl|^ 
indebtedness  for  a  long  term  of  years  for  the  purpose  of  boyiaf 
equipment  and  stock? 

Mr.  Atkeson.  Oh,  well,  he  probably  would  not  want  that  kind 
of  a  mortgage  for  that  kind  of  property.  Perhaps  the  linutatioi 
ought  to  1^  narrowed  down  to  purchase  money  and  substantial  im- 
provement. 

Mr.  Bulkley.  Those  are  the  lines  we  have  been  thinking  alongi 
and  I  am  glad  to  know  you  think  the  same  way. 

Mr.  Atkeson.  The  question  of  securing  money  for  operating  equip- 
ment ought  to  be  considered  in  some  short-time  loan,  if  it  is  necessary* 

(Thereupon,  at  4.10  o'clock  p.  m.,  the  subconmiittee  adjourned  until 
to-morrow,  Wednesday,  February  25,  1914,  at  10.30  o'clock  a.  m.) 
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United  States  Senate, 

Washington^  D.  C. 
le  committees  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
iter  Henry  F.  Hollis  presiding. 

*esent:  Biepresentatives  Bulkley,  Stone,  Seldomridge,  Weaver, 
es,  Woods,  and  Piatt. 

TATEHEST  07  H.  Q.  ALEXANDER,  07  MATTHEWS,  N.  C. 

inator  Hollis.  Mr.  Alexander,  will  you  state  your  name,  resi- 
«,  and  occupation,  for  the  beneiSt  of  the  record? 
r.  Alexander.  My  name  is  H.  Q.  Alexander,  and  my  residence 
[atthews,  N.  C.  By  profession  I  am  a  country  physician  and 
ler.  I  appear  before  the  committee  in  a  representative  capacity, 
esenting  the  North  Carolina  Farmers'  Union,  of  which  I  have 
the  honor  of  being  president  for  six  years. 

r.  Bulkley.  Have  you  not  also  been  engaged  to  represent  the 
onal  Farmers'  Union? 

r.  Alexander.  Yes.  President  Barrett  wired  me  Saturdav  night 
e  here  yesterday.  And,  as  stated  by  the  gentleman  who  pre- 
d  me,  representm^  farmers'  organizations,  I  was  called  here  on 
'  short  notice  and  nave  had  very  little  time  to  think  of  the  ques- 
s  before  the  committee ;  and,  as  jou  will  probably  find  out  before 
jt  through,  I  am  not  a  financier.  I  have  not  made  a  special 
y  of  the  proposition  that  is  engaging  the  attention  ot  this 
mittee. 

think,  however,  that  I  do  know  somewhat  the  needs  of  the 
aers,  hecause  I  have  been  working  with  the  farmers  for  the  last 
years  in  their  orejanized  capacity  in  my  State.  And  lest  you 
think  I  am  not  directly  connected  with  the  farm,  since  I  am  a 
sician,  permit,  me  to  say  that  I  live  on  a  farm  and  superintend 
own  farm,  and  have  never  lived  anywhere  else  than  on  the  farm, 
ref ore,  I  am  a  fetrmer.    I  ceased  practicing  medicine  four  years 

1  taking  up  this  question,  I  do  not  think  there  is  any  necessity 
us  to  argue  as  to  the  importance  of  a^culture.  Everybody 
lits  that  agriculture  is  a  fundamental  calling,  on  which  rests  the 
;perity  oi  every  other  industry.  We  can  not  have  the  most 
ily  developed  civilization  in  our  country  without  manuf actur- 
and  commerce,  which  includes  transportation  and  banking;  we 
not  have  any  kind  of  civilization  witnout  agriculture. 
,  is  that  calling  which  God  himself  made.  All  the  others  are 
I  made.  It  is  that  calling  which  all  of  our  people  belonged  to 
it  a  century  ago.  All  of  tne  people  of  this  country  were  farmers 
ne  time.    It  was  the  farmers  wno  developed  this  country,  who 
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cleared  the  forests,  and  who  have  brought  into  existence  the  we 
of  this  Nation.  It  is  the  farming  class  that  continues  to  en 
wealth.  Nearly  95  per  cent  of  all  the  wealth  created  from  yeti 
year  in  the  Umted  ^ates  comes  from  the  farms. 

Therefore,  the  importance  of  apiculture  is  not  disputed,  ba 
admitted  by  everyone;  though  until  recent  years,  if  we  may  judgi 
what  Congress  has  done  for  agriculture,  We  would  be  forced  to  < 
elude  that,  in  actual  practice,  our  Government  has  not  recogni 
the  importance  of  agriculture.  Our  Government  is  not  to-day  m 
nizing  the  importance  of  agriculture,  as  compared  with  the  o( 
industries  of  our  country,  if  we  may  judge  by  what  the  Gtovenmi 
has  done  and  is  doing  for  agriculture,  as  compared  with  the  d 
industries. 

In  the  matter  of  appropriations  alone,  of  the  $1,000,000,000 
propriated  by  each  Congress  only  $19,000,000  goes  to  agricultur 
small  pittance,  and  of  that,  I  believe,  $3,500,000  goes  to  meat 
spection,  $3,500,000  to  the  Weather  Bureau,  and  about  $7,000, 
to  the  Division  of  Forestry ;  and  that  leaves  only  the  small  pitti 
of  $5,000,000  that  actually  goes  to  agriculture.  And  yet  that  is 
fundamental  calling  upon  which  the  whole  superstructure  of 
Government  is  based;  and  without  it  we  would  have  no  mano: 
tures;  without  it  we  would  have  no  transportation  industries;  w 
out  it  we  would  have  no  commerce,  and  without  it  we  would  ban 
Government. 

Now,  as  I  said,  a  few  years  ago  all  of  our  people  were  farm 
To-day  we  find,  according  to  the  last  census,  only  20  per  cent, 
quite  21  per  cent,  of  the  population  are  actually  living  on  the  i 
and  engaged  in  tilling  the  soil. 

A  generation  ago  nine-tenths  of  the  wealth  of  this  Nation 
owned  by  the  farming  class.    To-day  less  than  four-tenths  of  i 
owned  by  the  farming  class.    To-day  we  find  15  per  cent  of 
population  of  the  United  States  are  homeless ;  like  our  Master  of 
they  have  no  place  of  their  own  whereon  to  lay  their  head. 

That  condition  is  growing  worse  year  by  year.  The  small  he 
owning  farmers  are  losing  tlieir  farms  at  the  rate  of  something 
60,000  every  year.  I  mean  the  small  farms  are  passing  out  of 
ownership  of  the  small  farmer  at  the  rate  of  60,000  a  year  and  g 
into  the  ownership  of  corporate  wealth.  And  that  explains  to 
mind  why  it  is  that  land  is  so  high  to-day.  That  question  was  a: 
yesterdav.  Why  is  it  that  land  is  so  high  ?     That  is  one  reason  ft 

Everybody  recognizes  the  fact  that  tne  land  is  the  primitive  so 
of  all  wealth.  Everybody  knows  also  that  the  creation  of 
stopped  some  thousands  of  years  ago,  whereas  the  production  of ; 
ulation  is  going  on  all  the  time.  That  means  that  land  is  bouD 
become  more  valuable.  The  moneyed  interests  of  this  country,  re 
nizing  that  fact,  having  monopolized  all  the  manufacturing  in 
tries,  transportation  industries,  and  the  control  of  the  bankmg  1 
neps  of  the  country,  are  now  going  out  and  monopolizing  the  o^ 
ship  of  the  lands  of  the  country,  which,  as  I  said,  are  the  ori| 
source  of  all  wealth.     And  there  is  where  the  land  is  going. 

And  for  that  reason  the  price  of  land  is  higher  to-day  by  far ) 
it  ever  was  before  in  the  history  of  our  country.  The  market  ^ 
of  lands  has  not  gone  up  because  of  the  intrinsic  value  of  the 
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r  because  of  the  productive  value  of  it.  As  one  of  the  speakers  said 
lere  yesterday,  the  productive  value  of  land  is  not  what  it  was  25 
'ears  ago.  I  know  whereof  I  speak,  because  I  am  on  the  farm  and 
kmong  the  farmers  all  the  time,  and  I  know  there  are  not  10  per  cent 
>f  the  farms  in  my  country  that  are  producing  as  much  to-day  as 
Jiey  did  20  or  25  years  ago.  The  statistics,  the  census  records,  show 
fcihat,  while  as  a  whole  the  products  have  increased  10  per  cent  in  the 
last  10  years  the  population  has  increased  21  per  cent.  So  you  can 
Boe  from  that  that  the  increase  in  farm  products  is  not  keeping  pace 
with  the  increase  of  population. 

What  does  that  mean?  We  are  seeing  the  effect  already  of  it  in 
the  high  cost  of  living ;  and  unless  there  is  something  done  to  pro- 
mote agriculture  and  to  keep  more  people  engaged  in  agriculture — 
and  in  order  to  do  that  you  have  got  to  keep  agriculture  more 
profitable;  you  can  not  keep  men  there  unless  you  do — unless  some- 
thing is  done  to  support  agriculture  and  promote  it,  you  are  going 
to  hear  more  of  the  high  cost  of  living  in  the  next  10  years  than  we 
luiYe  in  the  past  10  years,  and  more  than  we  hear  now. 

The  only  solution  of  tnis  difficulty  is  to  come  to  the  aid  and  sup- 
port and  promotion  of  the  agricultural  industries  in  this  country, 
in  order  that  we  may  keep  the  bright,  ambitious  boys  and  girls  on 
the  farms  instead  of  have  them  leave  the  farm  and  go  to  the  cities 
and  build  up  the  city  population  of  our  country  at  the  expense  of  the 
rural  districts. 

That  has  gone  on  to  an  alarming  extent.  I  see  it  in  North  Caro- 
lina— that  tne  small  towns  are  springing  up  like  mushrooms;  the 
people  are  going  to  town  and  going  into  other  enterprises  and  leav- 
ing the  country  largely  in  the  hands  of  negroes  in  my  section,  and  of 
ignorant  tenants  in  most  of  the  States. 

The  tenant  farming  class  has  increased  largely  over  the  home- 
owning  farming  class.  In  my  own  State,  the  percentage  of  tenant 
fiirmers  S»  years  ago  was  32.  To-day  it  is  43.  Forty-three  per  cent 
of  the  farmers  of  North  Carolina  are  tenants,  an  increase  of  11  per 
cent  in  20  years. 

Mr.  PiiATT.  May  I  interrupt  you  right  there? 

Dr.  AuBXANDER.  Ycs;  certainly. 

Mr.  Platt.  Is  that  due  to  the  breaking  up  of  large  farms,  or  do 
you  mean  to  say  that  small  owners  have  moved  away  and  leased 
their  farms?  ifave  not  the  large  farms  been  divided  up  into  tenant 
hrms? 

Dr.  Alexander.  No;  I  think  there  is  a  tendency  in  a  great  many 
sections  to  increase  the  large  farms.  As  a  matter  of  fact,  T  think 
the  census  shows  that  in  all  the  States  the  percentage  of  increase 
of  farms  over  500  acres  has  been  much  greater  than  the  small  farms 
imder  that  size.    I  mean  the  percentage. 

Mr.  Platt.  Is  that  true  in  your  State? 

Dr.  Alexander.  That  is  true  in  my  State,  too — ^that  a  great  many 
of  the  people  have  lost  their  little  farms.  I  think  the  census  also 
diows  tnat  these  small  farms  in  the  United  States  as  a  whole  are 
passing  out  of  the  ownership  of  the  men  living  on  them  at  the  rate 
of  60,000  a  year.  I  know  those  were  the  figures  10  years  ago ;  I  have 
not  seen  the  last  figures,  but  those  were  the  figures  io  years  ago,  that 
the  small  home-owning  farmer  was  losing  his  farm  at  the  rate  of 
80,000  a  year. 
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Mr.  Platt.  What  is  he  doing,  leasing  it  and  living  on  the  mou 

Dr.  Alexander.  Yes;  he  is  leasing  it  and  becoming  a  reo9 
You  take  the  United  States  as  a  whole,  and  the  increase  of  ha 
owning  farmers  is  only  4  per  cent,  I  believe,  while  the  incretse 
tenant  farming  is  17  per  cent. 

Mr.  Platt.  That  is  all  the  South  and  Southwest,  is  it  not? 

Dr.  Alexander.  I  do  not  know  just  where,  but  that  is  the  rep 
Now,  there  is  a  reason  why  the  people  have  left  the  farm  and  eon 
the  cities;  that  is,  the  industries  in  the  city  are  more  profitable  1 
farming.    The  reports  of  the  Secretary  of  A^culture  show 
the  annual  average  profits  of  the  farm  are  less  &an  5  per  cent  ii 
United  States.    You  may  take  my  own  State  and  examine  it,  •: 
happen  to  know  more  about  it.    Our  State  is  an  agricultural  S 
Eighty-three  per  cent  of  the  people  of  North  Carolina  live  or 
farms.    And  yet  the  manufactured  products  from  the  cities  of  S 
Carolina  are  $100,000,000  more  than  the  agricultural  products, 
means  that  18  per  cent  of  the  population  from  the  towns  are  sei 
out  $100,000,000  more  in  value  than  the  82  per  cent  of  the  popul 
from  the  farms.    That  will  give  you  a  lesson  and  an  iaea  o 
comparative  prosperity  and  profitableness  of  agriculture,  as 
pared  with  manufacturing. 

Now.  consider  this  question  from  the  standpoint  of  justice  as 
pared  with  what  has  been  done  by  the  Government  for  other  cl 
Our  Government,  as  you  all  know,  has  favored  manufactures 
special  privileges,  under  a  high  protective  tariff — which  I  d 
mean  to  do  more  than  refer  to  here.  It  has  given  special  priv 
to  transportation  industries.  I  believe  that  the  railroads  o 
country  have  be<en  given  something  like  250,000,000  acres  of  the  ] 
domain. 

Mr.  Platt.  Is  that  a  special  privilege? 

Dr.  Alexander.  It  is  a  special  gift,  I  think. 

Mr.  Pij^TT.  Is  not  the  Government  giving  land  free  to  the  fa 
at  the  same  time? 

Dr.  Alexander.  Yes;  but  it  made  no  provision  to  keep  th 
possession  of  it.  There  is  where  the  Government  failed.  I 
the  Government  did  right  to  give  the  land  to  the  farmers  t< 
mote  home  ownership,  out,  unfortunately,  it  made  no  provis 
prptect  farmers  in  possession  of  their  farms,  and  they  are 
them.  You  know,  as  a  matter  of  fact,  the  land  all  went  out  frc 
Government  to  settlers,  except  what  was  given  to  corporatioi 
all  went  out;  but,  as  a  matter  of  fact,  we  nnd  to-day  that  two- 
of  the  population  have  not  got  any,  and  so  it  got  away  from  tl 

Mr.  Plait.  They  have  left  the  land  voluntarily,  apparently. 

Dr.  Alexander.  Well,  I  do  not  know  about  that.  I  do  not 
a  man  ever  gave  up  his  title  voluntarily.  He  may  have  so 
course,  he  did  sell  it  voluntarily ;  but  I  suspect  there  was  som< 
cion,  a  coercion  of  circumstances,  that  led  him  to  sell  it. 

Mr.  Stone.  Do  vou  mean  to  infer,  Dr.  Alexander,  that  Co 
did  protect  the  railroads  in  the  ownership  of  the  land  that  was 
them,  so  that  it  was  not  disposed  of? 

Dr.  Alexander.  Oh,  no. 

Mr.  Stone.  Is  it  not  true  that  the  railroads  disposed  of  it 
tiers  at  a  small  price? 
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Dr.  Ai^BXANDER.  Yes. 

Mr.  Stone.  In  order  to  fill  up  the  country? 

Dr.  Alexander.  Surely. 

Mr.  Stone.  And  that  they  made  their  returns  from  the  products  of 

ose  farms  that  they  sold? 

Dr.  Ajlexandbr.  Yes. 

Mr.  Stone.  Is  it  not  also  true  that  the  railroads  gave  the  value  to 

16  land  ?    If  they  had  not  been  there,  there  would  not  have  been  any 

due  to  the  land? 

Dr.  Alexander.  Certainly  the  railroads  have  helped  to  build  up 

IB  country.    The  only  point  I  am  making  there  is  that  the  Govern- 

lent  has  not  enabled  the  people  to  hold  what  it  gave  the  people  to 

art  with. 

Mr.  Platt.  How  could  it  do  that  ? 

Dr.  Alexander.  Because  conditions  have  not  been  just  and  equita- 

e  for  the  farming  class. 

Mr.  Platt.  Do   you    think    th^'  Government    has    discriminated 

Ijiinst  the  farmer? 

Dr.  Alexander.  Yes;  it  has. 

Mr.  Platt.  In  what  way? 

Dr.  Alexander.  By    granting    special    privileges    to    the    other 


Mr.  Platp.  Privileges  which  have  not  also  been  granted  to  the 
rmers? 

Dr.  Alexander.  Certainly;  the  farmers  have  never  received  any. 
Mr.  Platt.  What  special  privileges  have  been  given  to  other  people 
lat  have  not  been  given  to  the  farmers? 

Dr.  Alexander.  I  referred  also  to  the  protection  given  the  manu- 
tcturing  class. 

Mr.  Platt.  Has  it  not  also  been  given  to  the  farmers  ? 
Dr.  Alexander.  No;  no  intelligent  man  believes  now  that  the  pro- 
jctive  tariff  helped  the  farmer. 

Mr.  Platt.  Well,  just  now  there  is  an  enormous  amount  of  butter 
Qd  eggs  being  imported  into  this  country;  is  that  an  advantage  to 
16  furrier? 

Dr.  Alexander.  But  they  never  did  concede  that  until  the  high 
wt  of  living  was  hitting  the  city  foods,  and  they  are  now  trying 
)  bring  in  an  increase  of  food  products  in  another  way,  when  they 
uj^t  to  have  promoted  agriculture,  and  we  would  not  have  had 
118  necessity  for  opening  our  gates  to  other  countries  to  import  food 
wducts  which  our  own  people  could  and  should  produce.  There 
I  where  the  Gk)vernment  has  failed  to  do  its  duty — by  promoting  and 
nilding  up  this  fundamental  calling  which  would  supply  the  food 
Toducts  of  this  country. 

Now,  since  we  are  no  longer  an  exporting  nation  of  food  products, 
bey  have  got  to  open  our  doors  to  feed  our  own  people,  when  we 
ave  got  hundreds  of  millions  of  acres  lying  here  idle  and  the  people 
re  congregating  in  the  cities. 

Mr.  Platt.  Well,  the  Government  supports  the  Department  of 
friculture  at  an  expense  of  some  millions  of  dollars  every  year, 
mI  it  gives  the  people  free  information  of  all  kinds  on  the  subject 
'  agriculture. 

Dr.  Alexander.  It  is  only  a  pittance  of  $5,000,000  that  actually 
«9  to  farming. 
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Mr.  Platt.  Has  the  work  of  the  Department  of  Agriculture  re- 
sulted in  decreasing  the  high  cost  of  living? 

Dr.  Alexander.  Not  yet. 
-  Mr.  Platt.  We  do  not  maintain  a  department  of  railroads  to  tA 
the  railroads  how  to  run  their  business,  do  we? 

Dr.  Alexander.  No. 

Mr.  Platt.  Are  not  the  farmers  given  special  privileges  in  tin 
Department  of  Agirculture,  in  the  shape  of  the  information  ihtj 
get  there,  or  can  get  if  they  want  tc  avail  themselves  of  it? 

Dr.  Alexander.  Well,  that  has  helped  agriculture  somewhat,  «l 
course.  But  the  only  tendency  and  teaching  of  the  Govenunoil 
in  that  direction  has  been  to  try  to  increase  production,  while  ^^ 
benefits  of  the  increase  in  production  have  gone  largely  to  the 
classes.  The  raw  materials  that  the  farmers  are  creating  to-day 
bringing  but  little  more  money  to  the  farmers  themselves  than 
raw  materials  which  they  created  25  years  ago.  As  a  matter  of 
I  think  the  reports  will  show  that  of  every  dollar  paid  by  the 
sumer  for  the  products  of  the  farm  only  40  cents  of  it  goes  to 
farmer.  The  Government  has  helped  him  to  produce  more,  but  hil 
not  helped  him  to  get  more  for  what  he  produces.  It  has  aonmed 
to  the  benefit  of  the  people  as  a  whole,  but  not  specially  to  tht 
farmer  himself.  In  that  particular,  "  he  that  maketh  two  blades  ol 
grass  grow  where  only  one  grew  before  "  is  not  a  benefactor  to  lui 
own  class,  but  only  a  benefactor  to  mankind  at  large.  You 
the  cotton  crop  of  the  South  last  year  brought  $300,000,000  mm 
than  the  cotton  crop  of  the  year  before,  although  it  figured  2,000^ 
bales  less  in  quantity,  so  that  gives  an  idea 

Mr.  Stone  (interposing).  Are  you  familiar  with  the  prices  A 
corn  and  wheat  and  cattle,  and  can  you  tell  how  they  compare  now 
with  the  prices  of  10  years  ago? 

Dr.  Alexander.  Oh,  they  are  a  great  deal  higher.  ' 

Mr.  Platt.  Is  that  an  advantage  to  the  farmers,  or  a  disadvantage!  j 

Dr.  Alexander.  Yes.  ^ 

Mr.  Platt.  I  say,  is  the  high  cost  of  living  in  the  city  generally 
an  advantage  or  disadvantage  to  the  farmers? 

Dr.  Alexander.  But  take  the  matter  of  wheat,  and  I  will  tell  yoa 
that  the  increased  price  of  wheat  is  largely  due  to  the  fact  that  the 
farmers  of  the  Middle  We$t  organized  a  fight  against  the  Miller^ 
Trust  and  built  something  over  2,000  cooperative  elevators  in  thit 
section,  in  which  they  stored  their  own  gram  and  held  it,  and  in  thit 
way  forced  the  price  up.  That  is  due  largely  to  their  own  effort^ 
the  increased  price  of  wheat. 

When  I  first  began  practicing  medicine  I  bought  my  wheat  and 
com,  too,  and  I  bought  good  flour  then  for  $1.50  a  hundred;  and ai 
that  time  these  very  wheat  farms  of  the  Middle  West  were  covend 
by  blanket  mortgages.  But  by  organizing  and  doing  just  what  Urn 
farmers  are  doing  to-day,  fighting  against  the  organized  power  of 
the  other  classes,  the  purcnasmg  classes,  they  have  succeedea  in  foie* 
ing  the  price  of  wheat  up. 

Another  reason  is  that  the  production  of  wheat  has  not  kept  piioi 
with  the  increase  of  population.  It  is  not  because  of  anything  Aitj 
the  Government  has  done  for  the  wheat-growing  and  com-growiigi 
farmers  that  those  products  are  higher  to-day  than  they  were  V 
years  ago.    It  is  really  in  spite  of  all  that  the  Government  has  done. 
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[r.  Platt/ Suppose,  through  some  action  of  Congress,  the  cost  of 
Off  should  come  down  in  the  way  of  food  producte,  would  that  be 
advantage  to  the  farmers? 
)r.  Alexander.  No  ;  I  do  not  think  it  would.    I  am  not  contend- 

fr,  Platt  (interposing).  Well,  just  because  the  cost  of  living  is 
h,  would  you  say  that  that  is  the  chief  reason  why  agriculture 
dd  be  helped  from  the  standpoint  of  the  farmers? 
►r.  Ai^xAKDER.  That  is  a  good  reason  from  the  standpoint  of 
ybody  else;  and  it  is  a  good  reason  from  the  standpoint  of  the 
Der,  since  this  high  cost  of  living  does  not  go  into  his  pocket.  If  it 
t  into  the  farmer's  pocket,  we  would  say  let  conditions  alone ;  but 
oes  not  go  into  the  farmer's  pocket.  As  I  said  awhile  ago,  of  the 
ie  paid  by  the  consumer  there  is  only  40  cents  out  of  $1  that  goes 
he  farmer.  The  report  of  the  Secretary  of  Agriculture  shows 
;  of  the  other  60  cents  a  small  part  goes  to  transportation  and  the 
iter  part  of  it  to  the  unnecessary  middlemen.  I  say  "  unneces- 
^"  aavisedly,  because  the  majority  of  them  are  unnecessary  mid- 
nen. 

Tow,  that  is  largely  due  to  the  fact  that  the  farmer's  business  has 
been  financed.  That  brings  us  right  down  to  the  question  before 
io-day. 

It.  Coairman.  there  is  an  article  that  I  wrote  on  this  subject  for 
National  Field,  the  official  organ  of  the  National  Farmers'  Union. 
D  not  want  to  impose  upon  the  patience  of  the  committee  bjr  read- 
the  whole  article.  I  wrote  it.  a  few  days  ago  on  the  subject  of 
ural  credits  legislation."  But  I  will  just  come  to  the  point  and 
d  you  what  I  conceive  to  be  the  need  of  the  farming  class  as  to 
al  credits. 

Tie  Chairman.  Mr.  Alexander,  this  article  does  not  appear  to 
very  long,  and  I  wish  you  would  read  any  parts  of  it  that  yon 
ire,  and  make  such  comments  upon  it  as  you  think  should  be  mado. 
5  committee  would  like  to  have  a  full  discussion  of  this  subject. 
)r.  ALEXANDER.  All  right.  By  request  of  Mr.  Clarence  Poe,  who 
editor  of  the  Progressive  Farmer  of  Raleigh,  N.  C.,  one  of  the 
yest  farm  papers  in  the  South,  having  100,000  subscribers,  I  think, 
rrote  this  article  on  rural  credits,  and  I  will  now  state  the  sub- 
ace  of  it  and  make  a  few  general  comments  on  the  subject, 
eading:) 

he  economic  crime  of  the  century  was  perpetrated  against  the  American 
;>le  50  years  ago,  when  Congress  delegated  to  private  individuals  and  cor- 
itions  (the  national  banks)  the  power  to  contract  and  expand  at  will  the 
ime  of  the  circulating  money  of  the  country. 

hrongh  combinations  resulting  in  trust  formation,  this  power  was  gradually 
"ged  into  a  comparatively  small  number  of  the  7,500  national  banks. 
nd  thus  it  has  been  for  many  years  that  a  few  men  have  been  able,  by  con- 
sting  the  volume  of  the  circulating  value-measuring  medium,  to  send  prices  of 
»>mmoditles  downward,  only  to  be  raised  again  by  expansion  of  the  currency 
trwards. 

Ax,  Platt.  Do  you  agree  with  that  ? 

)r.  AusxAKDER.  Yes;  I  do.  They  sent  values  downward  in  1907 
;il  they  got  the  Tennessee  Coal  &  Iron  Co.  in  their  possession,  and 
n  they  put  values  up  again. 

kfr.  lOiATT.  Do  you  think  that  was  done  by  the  power  of  the  na- 
na] thanks  to  contract  the  currency? 
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Dr.  Alexander.  It  was  done  by  the  money  powers  of  our  oounti] 
The  same  thing  would  have  been  done  last  fall  if  it  had  not  been  io 
Secretary  McAdoo  coming  to  the  rescue  of  the  agricultiural  claaK 
and  putting  $50,000,000  in  the  banks  of  the  South  and  West.  I  d 
not  believe  there  is  a  man  who  read  the  newspapers  and  the  report 
published  at  that  time  who  does  not  believe  that.     (Reading:) 

Thus  it  was  possible  to  buy  the  products  of  the  people's  labor  at  a  low  pik 
and  sell  them  at  a  high  price. 

Pardon  me,  but  is  it  not  possible  to  do  that?  Is  it  not  possible  t 
contract  the  currency  if  men  have  that  power?  And  whenever  ym 
contract  the  currency  you  make  money  dear,  and  ti^at  means  aia 
those  commodities  of  which  money  is  the  measuring  value — ^the  valii» 
measuring  medium — it  sends  prices  downward  whenever  money  fptk 
scarce  and  high.  When  money  becomes  plentiful  and  cheap,  pnoil 
go  up  again.  So  that,  if  any  individuals  or  corporations  nave  m 
power,  they  can  do  that.  And  human  nature  is  greedy  and  selfiAi^ 
and  if  you  concede  to  them  the  power,  they  will  do  it. 

Mr.  Platt.  I  do  not  believe  tney  have  the  power. 

Mr.  Woods.  Dr.  Alexander,  in  your  article  here,  you  sUj 

national  banks  had  too  much  power  given  them  some  50  years  ago 
contract  and  expand  the  currency.  The  real  reason  for  the  new 
a  ne^v  banking  and  <;urrency  act  was  that  they  did  not  have  tht 

Eower.  That  was  the  real  reason  given,  not  only  by  CongresBBM 
ut  throughout  the  Nation,  that  they  did  not  have  sufficient  pcmf* 
to  expand  and  contract  currency.  Therefore,  a  new  currency  li^ 
was  needed. 

Senator  Hollis.  I  think.  Dr.  Alexander,  that  you  will  really  igwj 
with  members  of  the  committee.     You  are  using  the  word  "  currMCJ 
in  the  broadest  sense,  which  includes  credits? 

Dr.  Alexander.  Certainly. 

Senator  Hollis.  And  credits  will  fill  the  function  of  currency,  th* 
same  as  bank  checks  do;  and  when  credits  are  contracted  it  hastW 
same  effect 

Dr.  Alexander.  Certainly. 

Senator  Hollis  (continuing) .  The  same  effect,  a  good  many  of  ^ 
think,  as  when  currency  is  contracted.  And  it  was  in  order  to  prc?» 
that  very  thing  and  take  away  one  of  the  causes  that  was  assigwj 
by  the  banks  for  contracting  credit — ^that  is,  that  there  was  a  ltd 
of  currency — that  we  did  pass  the  currency  act,  to  make  more  car 
rency  available  in  times  of  stress. 

Dr.  Alexander.  Yes. 

Senator  Hollis.  So  that  there  would  not  be  that  excuse.  That  i 
the  theory  of  it ;  and  I  think  we  are  pretty  fairly  well  agreed  on  thl 
theory ;  but  if  you  limit  it  to  currency  in  the  sense  of  what  is  ordi 
narily  known  as  "  cash,"  that  has  been  the  trouble  with  our  naticmi 
banking  system,  that  the  currency  did  not  expand  and  contract  wit 
the  demands  of  business.    I  think  we  agree  pretty  well  on  that 

Dr.  Alexander  (reading) : 

The  national  bank  act  was  t\  war  uieasiiro  c»noeivetl  by  Secretary  Cbaae  t 
the  i)un>ose  of  creatinp  a  compulsory  nuirket  for  national  bonds  during  tl 
Civil  War.  All  national  bnnks  of  issue  were  rfHiulred  to  deposit  with  the  )* 
tional  Treasury  bonds  of  the  Government:  aiul  then  !>ank  notes  to  the  raliw 
90  per  cent  of  the  value  of  the  bonds  wor.ld  bo  li?sued  to  the  bitnk.    Thew  btt 
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lotee  were  taxed  only  1  per  cent,  while  the  bonds  were  nontaxi'ble  and  paid  the 
Hanks  4  per  cent  interest    This  meant  double  interest  to  the  banks. 

All  subsequent  legislation  for  many  years  tended  only  to  increase  the  power  by 
extending  and  enlarging  the  privileges  of  the  national  banlss.  For  instance,  the 
Umit  originally  imposed  upon  the  circulation  of  the  national  banks  was  $300,- 
000,000;  all  limit  was  removed  in  1875. 

This  compulsory  market  for  United  States  bonds  naturally  raised  the  price 
until,  in  1889,  4  per  cent  bonds  sold  as  high  as  129.  This  called  for  more  bonds 
lor  the  benefit  of  the  bankers  and  resulted  in  new  issues  of  bonds  In  1894,  1895, 
1896,  and  1898. 

Next  followed  the  gold-standard  law  of  1900.  This  law  permitted  national 
iMinks  to  issue  circulation  to  the  full  par  value  of  the  bonds  deposited  and  re- 
'. faced  the  tax  on  the  circulation  based  on  the  new  refunding  2  per  cent  bonds 
;  to  one-half  of  1  per  cent.  The  purchase  of  silver  for  coinage  purposes  had  been 
[  suspended  in  1893,  and  this  metal  was  now  demonetized  by  the  adoption  of  the 
alngle  standard,  thus  again  tending  to  make  money  dear  and  making  it  easier 
I  for  the  national  banks  to  control  the  volume  of  legal  noney. 

Mr.  Platt.  I  am  afraid,  Mr.  Chairman,  that  your  remarks  about 
the  currency  including  credits  do  not  apply  to  the  author  of  that 
trticle,  anyway. 

Senator  Hollis.  This  is  Dr.  Alexander's  own  article  that  he  is 
reading. 

Dr.  AiiBXANDER.  Yes.    [Reading:] 

There  now  remained  substantially  only  two  methods  of  increasing  the  volume 
of  money  in  the  country  to  meet  the  growth  of  business — the  increase  of  gold 
enrr^cy,  by  importation  and  production  of  gold,  and  the  Increase  of  bank  notes 
in  circulation.  This  made  possible  the  formation  of  the  greatest  and  most 
powerful  of  all  trusts — the  Money  Trust. 

Aside  from  the  payment  of  salaries  of  Government  employees,  there. is  only 
one  way  for  money  to  pass  from  the  source  of  money  (the  Government  mint 
and  printing  press)  into  the  channels  of  trade,  and  that  is  the  banks.  And 
ttwa  we  see  that  the  people  are  taxed  with  a  double  interest  for  all  moneys — 
indirectly  to  pay  interest  on  the  bonds  on  which  bank  notes  are  issued  and 
directly  to  the  banks  for  the  money  when  it  passes  into  the  channels  of  busi- 
ness.   This  applies  to  all  classes  and  all  businesses. 

This  was  discrimination  against  all  the  people  in  favor  of  a  small  class  that 
was  able  to  purchase  Government  bonds.  Let  us  now  consider  how,  in  the 
administration  of  the  national  banks,  the  farming  and  laboring  classes  have 
been  discriminated  against,  while  the  stock  corporations  and  bondholding 
classes,  bankers,  manufacturers,  transportation  industries,  and  mercantile  con- 
cerns have  been  favored. 

The  stocks  and  bonds  of  those  favored  classes  are  negotiable  collateral  at 
the  banks  and  can  be  used  by  the  holder  to  obtain  needed  money.  But  the  land 
and  personal  chattels  of  the  farming  and  laboring  classes  will  not  secure  for 
than  the  funds  necessary  to  pay  running  expenses  until  they  can  realize  on  the 
frnits  of  their  labor. 

This  discrimination  has  resulted  in  the  exploitation  of  the  farmer  by  the 
more  favored  classes.  He  is  forced  to  run  his  business  *'  on  time  "  and  pay  high 
prices  for  sui^lies.  Then  when  marketing  time  comes  he  must  sell,  regardless 
of  prices,  to  satisfy  his  creditors. 

Now,  that  is  true.  That  is  the  actual  condition  in  the  country 
to-day,  that  because  farmers  can  not  get  money  they  are  compelled 
to  go  and  trade  with  time  merchants,  who  are  getting  the  money  from 
the  banks  to  carry  these  farmers,  when  the  Government  itself  ought 
to  provide  a  way,  so  that  any  farmer  who  can  put  up  any  kind  of 
security  that  is  good  can  so  to  the  bank  and  get  the  money  to  run 
his  own  business,  just  as  otner  classes  do. 

Mr.  Stone.  Why  is  it  that  farmers  can  not  now,  if  they  have  the 
aecurity,  go  to  the  banks  and  get  the  money  the  way  other  people 
gee  it? 
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Dr.  Alexander.  Because  the  national  banks  would  not  take  their 
security. 

Mr.  Weaver.  Do  you  not  think  that  the  reason  is  that  other  people 
borrow  from  the  bank  on  commercial  paper,  on  short-time  loans,  and 
that  the  farmer  is  obliged  to  borrow  it  on  long  time? 

Dr.  Alexander.  That  is  one  reason. 

Mr.  Weaver.  And  the  farmer  can  not  ^et  his  loans  on  a  long  time 
without  being  charged  usurious  interest  tor  it,  as  a  business  proposi- 
tion? 

Dr.  Alexander.  Well,  the  bank  could  loan  it  out  at  a  lower  rate 
of  interest,  as  they  do  to  the  merchant;  they  could  do  that.  ^ 

Mr.  Platt.  Well,  is  it  not,  after  all,  a  question  of  security?  Hts 
the  farmer  got  the  same  ^ade  and  character  of  security  as  the 
merchant? 

Dr.  Alexander.  Well,  the  merchant  loans  him  the  money. 

Mr.  Stone.  Well,  is  it  not  a  fact  that  the  banks  do  not  consider 
the  farmer's  securi^  as  good  as  other  security? 

Dr.  Alexander.  It  is  more  trouble  to  handle  it,  of  course. 

Mr.  Hayes.  Is  not  the  reason  for  that,  that  it  is  not  a  liquid  se- 
curity ? 

Dr.  Alexander.  Not  liquid  ? 

Mr.  Hayes.  Yes;  and  therefore  the  commercial  banks  can  not 
handle  it? 

Dr.  Alexander.  It  requires  a  longer  time  limit,  of  course. 

Mr.  Hayes.  But  it  is  not  liquid. 

Mr.  Platt.  If  a  farmer  owns  a  United  States  Government  bond,  he 
can  go  to  the  bank  and  borrow  money  as  cheaply  as  any  other  mm 
who  has  a  Government  bond.  He  is  not  discriminated  against  be- 
cause he  is  a  farmer. 

Dr.  Alexander.  I  do  not  mean  that  he  is  discriminated  against  in 
that  way. 

Mr.  Weaver.  You  do  not  know  any  farmers  that  do  own  Govern- 
ment bonds,  do  you  ? 

Dr.  Alexander.  No  ;  I  do  not  know  of  any. 

Senator  Hollis.  It  seems  to  be  that  the  farmers  are  not  likely  to 
know  the  bankers  so  well  and  what  the  current  rates  are  on  loans, 
etc.,  and  I  imagine  that  if  a  good,  active  business  man  went  to  the 
bank  with  a  Government  bond  he  would  be  able  to  get  better  rates 
from  the  banks  than  a  farmer  who  owned  precisely  the  same  kind 
of  bond. 

Dr.  Alexander.  Surely.  I  happened  to  know  that  a  poor  fanner 
in  the  community  where  I  live  went  to  a  bank  in  Charlotte  not  three 
months  ago  and  they  charged  him  10  per  cent,  although  the  legal  rate 
in  my  State  is  6  per  cent.  They  charged  that  poor  fellow  10  per  cent 
interest  at  that  national  bank  in  Charlotte. 

Mr.  Wea>t».  He  ought  to  have  been  in  Oklahoma,  where  they 
would  have  charged  him  15  per  cent. 

Dr.  Alexander.  He  can  not  sustain  that;  agriculture  can  not  sus- 
tain that  burden.  You  know  the  average  mortgage  indebtedness  of 
the  farmers  of  the  United  States  was  over  $1,70§  each  at  the  last 
census.  The  average  rate  of  interest  paid  by  farmers,  according  to 
Government  statistics,  is  nearly  9  per  cent,  and  yet  the  average  profits 
of  agriculture  are  less  than  5  per  cent,  so  you  can  see  there  the  burden 
the  farmer  does  carry. 
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Mr.  Stone.  My  question  was  calculated  to  bring  out  the  thought 
liat  there  were  other  reasons  for  the  failure  to  supply  the  farmers 
irith  the  money  than  the  desire  to  discriminate  against  them. 

Dr.  Alexander.  Surely ;  I  do  not  want  that  impression  to  out.  It 
is  not  a  desire  to  discriminate  against  or  antagonize  agriculture.  It 
is  due  to  commercial  reasons.    You  are  right  about  that. 

But  I  think  it  is  the  duty  of  our  great  Government  to  provide  a 
banking  system — since  the "  Government  alone  has  the  ri^t  to  do 
that — that  will  meet  the  needs  of  this  great  class,  whose  work  is  the 
basis  of  all  the  great  prosperity  of  our  country.  That  is  my  conten- 
tion. I  do  not  attribute  it  to  any  animosity  or  any  prejudice  against 
the  farming  class,  or  any  desire  to  prey  upon  that  class,  that  they 
do  not  get  accommodations  through  the  banks,  but  it  is  because  of 
commercial  reasons. 

Now,  it  is  up  to  our  Government  to  change  our  banking  system 
or  to  provide  a  banking  system  that  will  meet  the  needs  of  the  agri- 
cultural class,  and  we  oelieve  you  can  do  it,  and  I  believe  you  are 
going  to  do  it,  because  public  sentiment  is  getting  more  aroused  over 
Uiis  question  than  it  ever  has  been  before. 

Mr.  Hayes.  Let  me  ask  you  a  question:  You  were  saying  a  few 
moments  ago  something  about  the  national  banks  issuing  currency 
on  the  bonds.  You  are  not  here  to  ask  us  to  retire  the  national-bank 
currency  and  take  that  privilege  of  issuing  currency  away  from  the 
banks,  are  you  ? 

Dr.  Alexander.  Oh,  no. 

Mr.  Hayes.  You  do  not  find  any  fault  with  that,  do  you  ? 

Dr.  Alexander.  Oh,  no;  I  am  just  saying  that  I  want  you  to  do 
the  same  thing  for  the  farmer:  I  want  you  to  treat  him  just  as  well 
as  you  have  treated  the  other  classes. 

Senator  Hollis.  You  are  hoping  that  we  will  find  some  way  in 
which  the  Government  may  loan  funds  direct  to  the  farmer,  are  you 
not?  Now,  one  of  the  difficulties  raised  against  that  system  in  prac- 
tice, leaving  out  the  constitutional  end  of  it  for  the  present,  is  that, 
with  private  bankers,  whose  interest  it  is  to  make  money  for  the 
stockholders  and  therefore  to  make  only  safe  loans,  they  will  have 
a  greater  knowledge  of  the  men  that  they  loan  money  to  than  Gov- 
ernment agents  would  be  likely  to  acquire.  You  can  see  that  diffi- 
culty, can  you  not? 

Dr.  Alexander.  Yes. 

Senator  Hollis.  I  would  like  to  hear  you  discuss  that  point  a 
little. 

Dr.  Alexander.  If  you  will  pardcm  me,  I  should  like  to  finish  this 
statement  first. 

Senator  Hollis.  All  right,  certainly. 

Dr.  Alexander.  Then  I  will  take  your  question  up.  Senator  Hol- 
lis,   [Reading :] 

Progressive,  broad-minded  men  of  all  classes  have  come  to  realize  that 
something  must  be  done  for  the  promotion  of  agriculture  and  to  make  this 
bosiness  of  farming  more  profitable.  Agitation  and  education  have  resulted  in 
a  demand  for  a  system  of  rural  credits,  or  farmers*  banlcs,  that  will  enable  a 
farmer  to  get  money  at  a  reasonable  rate  of  interest  for  short-time  loans  on 
any  kind  of  safe  conateral  that  can  be  pot  up. 


He  can  do  that  now.     [Reading :] 

a  low  rate  of  inte 
credits  that  fails  to 
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And  whereby  he  can  obtain  money  at  a  low  rate  of  interest  on  long-time 
loans  on  real  estate.    Any  system  of  rural  credits  that  fails  to  provide  money  at 
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6  per  cent  interest  or  less  for  the  small  farmer,  secured  by  a  mortgage  on  bii 
stock,  fixtures,  and  crop,  and  to  be  used  only  in  the  production  and  har?eitlD| 
of  the  cropf,  will  fail  completely  to  meet  the  needs  of  a  large  per  cent  of  our    F 
farming  people.  V] 

The  time  for  these  loans  should  not  exceed  6,  9,  or  12  montha 

And  here  is  a  point  that  I  would  like  to  impress  upon  you— if 
you  get  this  far  along  in  the  formation  of  a  bill — that  the  money 
should  be  held  by  the  rural  banks  and  paid  to  the  borrower  monthlj^ 
as  needed,  to  pay  running  expenses  m  making  and  gathering  t£e 
crop.  I  think  it  would  be  unwise  for  the  Government  to  provide  i 
banking  system  whereby  that  class  of  farmers — ^Tom,  Di(4,  vA  ic: 
Harry — whom  perhaps  do  not  get  to  handle  $10  a  year,  who  do  not  e 
have  $10  left  after  they  pay  their  bills — I  think  it  would  be  unwise  K 
if  the^  could  go  to  the  bank  and  put  up  security  and  get  $250  or  Ite 
$300  in  the  spring  of  the  year  and  get  that  into  their  hands  to 
handle  as  they  pleased.    That  would  not  be  wise. 

Mr.  Weaver.  But  would  not  the  plan  you  suggest  make  the  bank 
the  guardian  of  all  the  farmers? 

Dr.  Alexander.  Yes ;  in  a  sense  it  is  paternalism. 

Mr.  Weaver.  Do  you  think  that  the  farmer  who  is  worthy  of  ob- 
taining credit — and  unless  he  is  worthy  of  credit  he  ought  not  to 
have  the  money — needs  espionage? 

Dr.  Alexander.  I  believe  they  do. 

Mr.  Weaver.  Well,  you  have  not  as  good  an  opinion  of  them  as 
I  have,  although  you  may  represent  them. 

Dr.  Alexander.  Well,  in  that  commercial  sense,  I  believe  they 
do.  The  class  that  have  been  run  by  the  time  merchants,  if  you  turn 
over  to  them  $200  or  $300  to  make  their  crop  on — ^if  it  was  a  one- 
horse  or  a  two-horse  farmer — that  money  would  probably  get  away 
before  the  crop  was  made.  But  he  can  very  easily  put  up  his  se- 
curity, and  the  bank  could  give  him  so  much  in  March,  so  much  in 
April,  and  so  much  in  May  and  June,  until  he  can  get  the  necessary 
money  to  make  his  crop. 

Mr.  Seldomridge.  Would  you  allow  him  to  pay  it  back  in  the  same 
way? 

Dr.  Alexander.  No;  when  due. 

Mr.  Seldomridge.  In  one  lump  sum? 

Dr.  Alexander.  Well,  according  to  when  it  was  due  under  the 
contract. 

Senator  Hollis.  That  is  not  a  revolutionary  method  of  making 
loans. 

Dr.  Alexander.  No. 

Senator  Hollis.  I  understand  that  the  building  and  loan  associa- 
tion, where  they  loan  money  on  a  building  being  constructed,  ad- 
vance the  money  as  fast  as  it  is  needed  to  make  the  payments  as  the 
building  goes  up. 

Dr.  Alexander.  Yes;  and  the  payments  come  back  in  the  same 
way. 

Mr.  Seldomrtoge.  Let  me  ask  you  this  question:  Have  the  build- 
ing and  loan  associations  the  right  to  stop  the  payments  if  they  find 
the  contract  is  not  being  carried  out? 

Senator  Hollis.  I  can  not  state  that  that  is  so ;  I  have  never  been 
closely  connected  with  one  of  those  building  and  loan  associations; 
but  I  think  that  is  the  usual  arrangement,  and  I  should  not  be  sur- 
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rised  if  the  building  and  loan  association  took  that  into  their  own 
ands  by  some  provision  of  their  by-laws,  or  the  contract,  so  that 
ley  could  stop  payments  if  necessary. 

Mr.  Hayes.  Yes.  I  think  the  usual  method  is  to  send  out  an  in- 
jector and  to  pay  only  when  and  as  value  has  been  put  into  the 
roperty. 

Senator  Hollis.  I  think  that  is  about  what  is  done ;  but  I  can  not 
ate  positively. 

Mr.  Platt.  I  think  that  is  the  general  practice. 
Dr.  AuEXANDER.  The  long-time  loans  should  be  made  on  real  estate 
ad  for  specific  purposes  only.  Mid  should  be  at  a  rate  of  interest  not 
Kceeding  4  per  cent.  I  say^  per  cent  for  the  reason  indicated 
while  ago,  tnat  the  average  profits  of  agriculture  are  less  than  5 
er  cent. 

These  would  be  for  permanent  improvements  on  the  farm,  possibly 
or  improvements  that  would  not  increase  the  revenue  from  tne  farm 
t  all;  for  instance,  for  building  a  dwelling  or  building  a  barn,  or 
uch  things  as  that ;  and  therefore  it  would  be  necessary  that  these 
cans  should  be  made  at  a  rate  not  exceeding  4  per  cent. 

These  loans  should  be  made  for  paying  on  a  debt  on  the  farm  or 
iiome — and  you  will  notice  that  I  use  both  of  those  terms,  "  farm  "  or 
*home,"  because  I  do  not  believe  that  the  laboring  class  should  be 
excluded  from  the  benefits  of  long-time  loans,  no  matter  whether 
they  are  farmers  or  not,  for  the  purchase  in  part  of  a  farm  or  home. 
I  say  "  in  part "  because  the  Government  does  not  propose  to  fur- 
nish all  the  money  necessary  for  a  home.  I  think  it  ought  to  furnish 
75  per  cent  of  it. 

These  loans  should  also  be  made  for  the  equipment  of  the  farm  and 
for  the  education  of  the  children. 

That  brings  up  a  question  that  is  dear  to  the  heart  of  every  father 
that  is  really  the  kind  of  father  that  he  ought  to  be.  I  know  from 
personal  observation  that  not  10  per  cent  of  the  agricultural  class  are 
able  to  give  their  children  educations  under  present  conditions. 

Mr.  Weaver.  You  think  that  the  public-school  system,  however 
efficient  it  may  be,  does  not  help  the  class,  for  instance,  of  tenant 
farmers,  who  need  their  children  to  work  in  the  fields — they  are 
ahnost  compelled  to  have  them  at  times? 

Dr.  AuEXANDER.  Well,  the  public  school  is  the  only  means  of  edu- 
cation they  have.  They  can  not  go  beyond  that,  and  the  public 
schools  as  they  are  in  most  of  the  States^  especially  in  the  South,  I 
regret  to  say,  are  not  efficient  enough  to  give  them  the  education  they 
ouffht  to  have. 

Mr.  Hayes.  Dr.  Alexander  evidently  has  not  in  mind,  for  instance, 
the  State  of  California,  in  which  we  have  two  great  universities 
where  the  tuition  is  absolutely  free  and  where  we  have  five  normal 
schools,  and  anybodv  can  get  an  education  there  that  wants  it. 

Dr.  Alexander.  Yes;  we  have  only  one  agricultural  university 
in  our  State.  North  Carolina  did  stand  at  the  foot  of  the  ladder  in 
educational  facilities  until  the  Farmers'  Union  got  in  behind  our 
last  general  assembly  and  forced  them  to  enlarge  the  public  school 
term  from  four  months  to  six  months. 

Mr.  SELDOMBmoE.  Do  you  know  the  average  salary  that  is  paid  to 
white  teachers  in  North  Carolina? 

Dr.  Alexander.  It  is  less  than  the  negroes  get. 
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Mr.  Seldomridge.  What  do  they  get? 

Dr.  Alexander.  It  is  less  than  $2W)  a  year. 

Mr.  Seldomridge.  And  what  is  the  average  term  of  the  publk 
school? 

Dr.  Alexander.  It  is  now  six  months;  it  was  recently  increased 
from  four  months.  We  also  secured  the  adoption  of  the  compulsorj 
attendance  law ;  that  was  done  by  the  farmers'  organizations. 

Only  bona  fide  residents  should  have  the  benefit  of  these  loana 
Real  estate  speculators  should  be  rigidly  excluded.  They  ought  to  be 
taxed  out  of  business,  anyway. 

The  long-time  loans  should  be  on  the  amortization  plan,  wherdoj 
the  farmer  could  pay  the  4  per  cent  interest  plus  a  small  part  of  tile 
principal  every  year  until  the  whole  was  paid.  The  time  ^ould 
run  from  6  to  perhaps  30  years,  with  the  privilege  of  paying  in  part 
or  in  full  at  any  interest-bearing  period  without  penalty. 

Several  bills  on  rural  credits  have  been  introduced  in  Congress. 
I  have  carefully  read  six  or  eight  of  these  bills.  Not  a  single  one 
of  them  has  all  of  the  good  features  or  all  of  the  provisions  necessary 
to  meet  the  demands  and  do  justice  to  the  American  farmer.  But 
all  the  features  and  provisions  necessary  to  make  a  perfect  bill  are 
found  in  the  many  bills  before  Congress. 

The  question  that  naturally  comes  up  in  our  mind  is  whether  or  not 
Congress  will  take  the  good  and  necessary  features  of  these  various 
bills  and  combine  them  into  one,  or  will  our  demand  for  bread  be 
answered  by  giving  us  a  stone.  I  believe  Congress  will  grant  the 
demands  of  the  farmers  and  will  give  us  what  we  need. 

In  a  general  way  the  bill  presented  in  the  Senate  by  Mr.  Fletcher 
and  in  the  House  by  Mr.  Moss  is  a  good  one,  as  it  provides  for  the 
establishment  of  "  national  farm-land  banks "  and  mcorporates  the 
cooperative  plan  (which,  ho^yeve^,  is  optional,  whereas  it  should  be 
compulsory).  But  this  bill  lacks  two  provisions  that  are  absolutely 
essential  to  any  law  that  will  give  the  farmer  the  relief  he  needs,  and 
is  justly  entitled  to,  namely,  short-time  loans  on  any  kind  of  safe 
collateral  that  he  can  furnish,  as  already  explained,  and  long-time 
loans  at  not  exceeding  4  per  cent  interest.  This  bill  does  not  provide 
for  loans  secured  by  personal  chattels,  nor  does  it  provide  for  cheap 
money ,^  since  the  bulk  of  the  money  must  be  obtained  by  the  sale  in 
the  open  market  of  bonds  of  the  larm-land  banks,  which  bonds  arc 
backed  by  the  mortgages  or  deeds  of  trust  on  lands.  This  is  a  fatal 
wealqiess  in  this  bill,  because  it  makes  the  land  banks  dependent  oa 
the  commercial  banks  for  money  to  be  loaned. 

A  bill  by  Mr.  Thompson  includes  the  provision  for  making  loans 
on  first  mortgage  on  crops,  stock,  etc.,  for  the  purpose  of  making  and 
harvesting  crops. 

A  bill  mr  Mr.  Doolittle  provides  for  cheap  money  by  making  the 
National  Government  issue  Treasury  certificates  to  be  designated  as 
Government  currency,  the  same  to  be  retired  when  the  land  mort- 
gages have  been  paid  off. 

And  that  is  what  I  think  the  Government  ought  to  do. 

Now,  then,  if  Congress  really  wants  to  help  the  farmers,  regard- 
less of  how  it  may  affect  the  profits  of  national  banks,  it  can  be  done 
and  all  tJie  provisions  necessary  for  the  law  needed  can  be  found  in 
the  various  bills  before  Congress. 
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In  imr  judgment  a  land-loan  bank  dependent  on  the  commercial 
loiks  for  the  money  to  be  loaned  would  be  a  dangerous  expedient. 
;  could  not  provide  cheap  money.  And  many  loans  would  be  made 
>r  farm  and  home  improvements  that  would  not  increase  the  rev- 
xue  from  the  farm,  such  as  a  residence  or  barn,  etc.  Moreover,  the 
^eraffe  annual  profits  of  agriculture  are  less  than  5  per  cent.  There- 
>re  the  farmer  should  be  able  to  get  money  at  less  than  5  per  cent 
■  it  is  to  be  used  in  buying  a  home  or  in  making  permanent  im- 
rovements  on  the  farm. 

In  the  matter  of  short-time  loans  for  making  and  harvesting  crops 
B  could  afford  to  pay  6  per  cent  interest  ana  therebv  make  a  great 
iving  over  the  present  "  on  time  "  method  of  doing  business.  And, 
len,  too,  it  would  stimulate  a  spirit  of  manly  independence  in  the 
nail  farmer  if  he  could  go  to  the  bank  and  put  up  his  own  col- 
kteral  and  get  money  to  run  on  a  cash  basis.  Then,  when  his  crops 
pe  harvested,  if  prices  are  low  he  should  be  enabled  to  continue  the 
»an  by  storing  his  crops  and  putting  up  warehouse  receipts  with 
16  bank. 

Now,  Mr.  Chairman,  I  am  ready  to  answer  your  question. 
Senator  Hollis.  Yes;  it  is,  whether  the  Government  could  exer- 
se  that  supervision  over  the  solvency  of  borrowers  that  has  to  be 
cercised  by  private  bankers  or  by  a  national  bank  in  order  to  make 
le  system  a  success? 

Dr.  Alexandek.  I  doubt  the  expediency  of  the  Government  doing 
.  I  believe  it  would  have  to  be  done  by  the  banking  institution  in 
le  locality. 

Senator  Hollis.  Yes. 

Dr.  Ajlexander.  And  I  regret  that  a  system  designed  to  meet 
iral  conditions  was  not  included  in  the  general  currency  law  re- 
'ntly  enacted.  I  believe  there  is  where  it  ought  to  have  been  put. 
believe  it  could  have  been  done  without  jeopardizing  the  bill.  Of 
>urse,  I  do  not  know  positively  as  to  that,  but  I  believe  that  the 
resent  banks  that  we  have  all  over  the  country  could  have  done  the 
ork.  There  is  the  machinery  already  established.  If  the  bill  had 
lade  provision  for  the  national  banks  to  loan  money  on  short  time, 
1  personal  chattels,  on  chattel  mortgages,  there  could  have  been  an 
gent  of  the  bank  appointed  to  handle  that  particular  kind  of 
isiness. 

And  then  the  long-time  loans  could  have  been  provided  for  through 
lat  national  currency  bill. 

Mr.  BuLKiEY.  Dr.  Alexander,  what  provision  would  you  suggest 
lould  have  been  added  to  the  currency  bill  to  provide  for  snort- 
me  loans  on  chattels? 

Dr.  Alexander.  Well,  I  do  not  know  whether  you  could  have 
lade  it  compulsory  for  the  banks  to  loan  that  way  or  not,  but  I 
link  that  the  Government  should  have  stated  that  the  banks — it 
lould  have  made  whatever  legal  provision  it  could,  or  whatever  was 
scessary. 

Mr.  BuLKLEY.  Well,  do  you  understand  that  there  is  anything  to 
revent  the  banks  from  making  any  such  loans  now  ? 
Dr.  Am:xander.  I  think  there  are  commercial  reasons;  I  do  not 
low  whether  there  are  any  legal  reasons  or  not.    Were  there  any 
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legal  reasons  in  the  old  administration  of  the  national  banks?    Wm 
they  allowed  to  take  that  kind  of  security  ? 

Mr.  BvuKLEY.  Yes ;  anything  except  real  estate.. 

Mr.  Hayes.  Yes;  they  could  accept  any  security  except  real  estatoL 

Dr.  AuEXANDER.  They  could  accept  chattel  mortgages? 

Senator  Hollis.  Chattel  security  is  nothing  but  collateral  security; 
but  the  trouble  with  chattel  security  is  that  it  usually  has  to  remiin 
in  the  possession  of  the  owner;  and  it  is  likely  to  be  destroyed  oc' 
stolen  or  to  disappear,  whereas  the  ordinary  collateral  securities  are 
locked  up  in  the  vaults  of  the  banks  in  the  K)rm  of  certificates. 

Dr.  Alexander.  I  see. 

Senator  Hollis.  That  would  be  a  pretty  difficult  thin^  for  ai 
ordinary  bank  to  engage  in.  I  doubt  if  they  would  find  it  profit- 
able; and  no  private  bank,  as  distinguished  from  a  public  bank, 
which  might  be  regarded  as  a  sort  of  department  of  the  Government, 
will  do  anything  that  is  not  profitable. 

Dr.  Alexander.  No  ;  we  do  not  expect  them  to  do  so. 

Senator  Hollis.  I  will  say  that  the  original  banking  and  currency 
act  was  not  intended,  so  far  as  I  know,  to  do  anything  except  to  makB 
safe  commercial  banks ;  and  it  was  the  object  of  those  who  had  cham 
of  it  to  follow  that  up  with  a  rural-credit  bill,  to  take  care  of  tSe 
farmers. 

Dr.  Alexander.  Yes;  I  know  that. 

Senator  Hollis.  It  seemed  necessary  to  put  the  general  banking 
and  currency  bill  through  first,  to  keep  us  from  going  into  hard  tim«  ^ 
again ;  and  now  we  hope  to  do  the  best  we  can  for  the  farmers. 

Dr.  Alexander.  Yes;  I  indorse  the  currency  bill. 

Now,  as  to  cheap  money,  we  can  not  get  that  except  directly  from 
the  Government.  If  we  have  got  to  go  into  the  commercial  centers 
for  money,  we  have  got  to  pay  for  it  what  the  money  will  bring  there. 

Mr.  Bulkley.  Now,  in  the  light  of  what  you  have  said,  you  do  not 
mean  that  the  Government  should  make  that  loan  direct  to  the 
farmer;  you  mean  that  the  Government  should  furnish  the  funds 
which  should  be  loaned  to  the  farmer  through  the  local  banking 
institution,  do  you  not? 

Dr.  Alexander.  That  is  right. 

Mr.  Weaver.  Where,  in  your  opinion,  ought  the  Gk>vemment  to 
get  the  money  ?  We  have  had  different  propositions  about  the  Gov- 
ernment getting  the  money.  I  believe  one  gentleman,  whom  I  will 
not  name,  but  who  addressed  the  committee,  suggested  a  very  ancient 
and  very  simple  means  of  getting  it,  to  wit,  printing  it  on  a  printing 
machine. 

Dr.  Alexander.  Well,  where  is  the  Government  going  to  get  the 
money  that  it  is  going  to  issue  on  the  commercial  paper  tnrougii 
these  reserve  banfa  under  the  new  currency  law  ?  As  I  understand 
that,  the  member  banks  or  the  reserve  banks  can  get  money  from 
the  Government  on  this  commercial  paper.  Is  there  not  a  provisioa 
of  that  kind  in  that  law? 

Mr.  Weaver.  Yes ;  they  issue  gold-reserve  notes  on  certain  ap- 
proved securities.  And  I  will  not  go  into  a  discussion  of  that,  be- 
cause the  reserve  act  shows  that  itself;  and  without  criticising  m 
suggestion  of  yours  in  any  way,  what  I  am  trying  to  get  at  is  your 
suggestion,  and  I  think  that  is  what  the  committee*  wants. 
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Dr.  Alibxandsb.  Well,  my  idea  is  that  the  Government  should 
me  Grovemment  currency,  or  notes,  whatever  you  mav  term  them, 
id  carry  the  bonds  of  these  land  banks,  those  bonds  to  be  secured  by 
ortgSLRea  on  real  estate.  That  would  enable  these  land  banks  to 
try  the  mortgages  and  deeds  of  trust,  make  loans  to  the  farmers 
mred  by  mortgages  and  deeds  of  trust,  at  a  low  rate  of  interest, 
the  Government  would  furnish  the  currency;  instead  of  selling 
id-bank  bonds  that  your  bill  provides  for  on  the  open  marked 
the  Government  carry  those  and  issue  Government  currency. 
kfr.  Seldomiodoe.  Realizing  the  fact,  Dr.  Alexander,  that  the 
yemment  to-day  has  to  carry  a  reserve  of  $160,000,000  in  gold  as 
unst  the  $346,000,000  in  greenbacks  that  are  outstanding;  and 
Jizing  the  still  further  fact  that  it  must  put  aside  40  per  cent  of 
%  new  Treasury  notes,  in  addition  to  the  security  back  of  those 
bes,  where  would  the  Government  get  the  necessary  amount  of  gold 
protect  the  issue  of,  say  from  three  to  ten  billions  of  dollars  that 
iuld  be  necessary  to  take  care  of  the  farm  mortgages  in  the  country  ! 
cause  you  know  that  when  we  issue  money  we  have  got  to  issue 
mey  to  our  people  that  will  pass  current  throughout  the  world, 
e  can  not  afford  to  issue  currency  that  will  depreciate  and  lower 
B  value  of  all  classes  of  property  which  an  issue  of  that  kind  or 
I8S  of  notes  would  produce.  Now,  where  can  we  get  the  necessary 
Id  to  create  a  reserve  against  such  an  issue  as  that? 
Mr.  Weaver.  How  would  you  guard  against  inflation?  That  is  the 
ea. 

l>r.  Alexander.  Can  you  not  issue  any  Government  currency  with- 
it  ^Id  back  of  it — none  at  all? 

1^.  SsLDOMRmoE.  We  have  tried  to  do  that,  and  have  found  it  a 
ory  dangerous  and  difficult  thing  to  do. 

Mr.  Hates.  Under  the  reserve  act  or  the  present  laws  we  can  not 
>  that. 

Dr.  Alexander.  I  beg  your  pardon,  I  did  not  understand. 
Mr.  Hayes.  Under  the  reserve  act,  or  under  the  laws  that  were  in 
iroe  before  that  act,  we  could  not  do  that. 

Mr.  SELDOMRnxxB.  We  provided  in  the  reserve  act  that  nothing  in 
lat  act  should  in  any  way  affect  the  parity  or  the  gold-standard 
leory  of  the  Government. 

Mr.  Hayes.  As  you  stated,  Mr.  Seldomridge,  that  act  provides  for 
40  per  cent  reserve  behind  the  new  Treasury  notes. 
Mr.  "BxTLKLEY.  I  think  we  can  clear  the  question  up  in  this  way, 
br,  Alexander,  that  if  we  assume  that  the  Government  by  printing 
irrenCT  creat^  any  value,  we  are  going  off  in  the  air. 
AU  that  is  assumed  to  be  done  m  the  currency  law  that  has  just 
een  enacted  is  to  pass  out  notes  which  shall  be  representative  of 
alue  that  is  deposited  with  the  Government  and  to  adequately  secure 
lem  by  a  gold  reserve,  redeemable  in  gold  on  demand,  and  the 
alance  of  the  security  being  of  such  a  short-time  character  that  it 
lay  command  gold  within  as  short  a  time  as  it  may  reasonably  be 
xpected  to  be  called. 

Now,  of  course,  if  we  are  going  to  issue  notes  against  land  banks, 
^e  have  no  such  possibility  of  that  prompt  redemption  that  exists 
ith  respect  to  the  security  which  is  provided  to  be  placed  behind 
le  notes  which  will  be  issued  under  the  new  currency  act.    So  that 
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Mr.  Hayes.  No  ;  nobody  would  pay  any  attention  to  that.  I 
would  pay  whatever  they  thought  they  were  worth  to  them  m 
of  all  the  laws  you  could  make. 

Mr.  ScuDDER.  I  mean,  if  the  nations  of  the  world  could  agr 
a  standard  of  value  on  anything? 

Mr.  Hayes.  In  the  first  place,  they  could  not  agree ;  you  are  i 
what  theoretical. 

Mr.  ScuDDER.  Well,  assuming  that  they  could  agree.  That  ii 
what  I  wanted  to  call  Dr.  Alexander's  attention  to.  Yesten 
was  on  the  point  of  saying,  when  the  session  closed,  that  the  fr 
of  the  proposition  who  wanted  the  Government  to  guarantee 
bonds  could  only  have  it  done  in  one  way,  and  that  is  in  the 
that  Dr.  Alexander  has  suggested,  that  these  bonds  should  b 
posited  with  the  Government,  and  the  currency  issued  against 
bonds — we  will  say  on  a  10  per  cent  margin,  just  as  the  national  1 
were  allowed  to  put  bonds  with  the  Government  and  have  the 
ernment  issue  the  currency  on  10  per  cent  margin.  But  the  tr 
with  that  would  be  that  it  would  drive  every  dollar  of  gold  c 
our  country.  And  as  long  as  the  standard  is  "gold"  we  ha^ 
to  recognize  that  fact.  If  you  issue  3  billions  of  dollars— tl 
what  the  farm  mortgages  now  represent — ^in  order  to  take  up  the 
indebtedness  of  this  country,  the  Government  would  have  to  ii 
billions  of  dollars  of  indebtedness.  Why,  you  would  drive 
dollar  of  gold  out  of  this  country. 

Mr.  Hayes.  And  be  on  an  inflation  basis  right  away. 

Mr.  ScuDDER.  Right  away.  That  is  the  condition  you  have  i 
face.  It  is  a  concEtion  and  not  a  theory,  as  President  Cle^ 
said. 

Mr.  BuLKLEY.  To  put  the  same  thing  more  briefly,  if  yoiu* 
are  redeemable  in  gold,  you  must  have  them  backed  by  a  gold  p 
and  by  such  securities  as  will  immediately  command  gold  f( 
demption.  If  they  are  not  redeemable  in  gold,  then  they  mi 
redeemable  in  something  else,  and  they  will  depreciate  in  the 
of  whatever  that  other  thing  is. 

Mr.  Hayes.  Not  only  that,  but  if  your  reserve  is  a  thing  thj 
not  be  easily  realized  on,  a  man  does  not  want  it  for  currency 
is  all ;  it  will  have  no  value  at  all  for  that  purpose. 

Mr.  Platt.  It  seems  to  me  that  the  upshot  of  all  this  is,  th; 
farmer  has  not  as  good  a  security  as  anybody  else,  and  that  h 
he  is  discriminated  against. 

Mr.  Hayes.  He  has  not  as  liquid  a  security  as  others. 

Se'nator  Hollis.  Let  us  get  back  to  the  point.  We  all  agre< 
there  should  be  some  way  to  provide  funds  for  loaning  to  the  t 
at  a  less  rate  than  he  is  paying  now. 

And  there  has  been  various  suggestions.  One  was  specificall; 
the  postal-savings  funds  which  are  held  on  deposit  might  be  av« 
under  proper  conditions. 

It  has  also  been  very  seriously  urged  that  the  Government 
to  issue  currency  to  take  care  of  it ;  and  that  was  also  urged  1 
the  Committee  on  Banking  and  Currencv  of  the  Senate,  wh( 
bill  was  before  that  committee — that  that  was  all  that  was  n 
to  send  the  money  out  with  the  Government  back  of  it,  and  it 
be  good. 
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jJTow,  then,  when  Senator  Bourne,  who  was  getting  up  a  very  com- 
lehensiye  plan  for  national  sood  roads,  tried  to  figure  out  some 
%y^  he  hit  on  this  plan:  That  the  Government  should  loan  its 
nit  to  the  different  States;  the  National  Government  being  able 
borrow  on  better  terms  than  most  of  the  States. 
iLnd  that  is  probably  as  far  as  we  could  go,  to  have  the  Govem- 
nt  loan  its  credit  in  some  way  to  the  ban&  which  are  to  help  the 
mer ;  and  if  you  have  any  ideas  along  that  line.  Dr.  Alexander, 
roola  be  glad  to  hear  them. 

Dr.  AusxANDER.  If  that  will  enable  the  system  of  rural-credit 
iks  to  obtain  cheaper  money  than  now  obtained,  it  will  be  all 
lit,  but  in  my  judgment,  whatever  system  you  provide  for  lonc- 
le  loans  they  should  be  at  a  lower  rate  of  interest  than  now  ob- 
Q8,  otherwise  I  believe  it  will  result  disastrously. 
Senator  Hollis.  Well,  of  course,  unless  they  could  do  that  the 
M9ent  loans  would  be  still  outstanding,  and  it  would  not  have  any 
xL  The  only  way  the  Government  can  mix  in  it  at  all  would  be 
making  it  possible  to  get  lower  rates ;  otherwise  the  Government 
I  not  help  the  situation. 

^d  that  is  what  we  are  all  bending  our  energies  toward  doing, 
:tmg  the  lowest  rates  that  are  possible  with  safety  if  we  go  ahead 
1  build  up  a  system  that  is  going  to  break  down  and  cause  failure, 
lich  woula  not  only  be  useless  but  would  set  the  movement  back  a 
leration.  People  would  not  have  the  courage  to  take  it  up  again. 
that  you  can  see  that  we  must  be  careful. 

Dr.  AxEXANDEB.  It  is  going  to  take  many  years  to  get  the  system 
ablished,  even  if  it  is  satisfactory,  because  these  in^itutions  have 
t  to  be  organized  and  built  up.  That  is  why  I  said  that  I  re- 
Btted  that  a  provision  could  not  be  made  through  the  national 
nks  in  the  currency  act,  because  you  have  already  got  the  machin- 
f^there. 

but  under  the  Moss-Fletcher  bill,  which  you  are  considering, 
liich  seems  to  be  the  leading  one  before  the  comlmittee,  it  is  going 
ta^  years  and  years  to  get  those  banks  established. 
As  I  stated  in  my  article,  my  impression  was  that  the  cooperative 
ature  instead  of  being  optional,  ^puld  be  compulsory.  But  Prof. 
rooks  makes  the  point  uiat,  if  it  was  found  that  the  cooperative 
inks  were  more  prosperous,  they  would  supersede  the  other  banks. 
Qt  the  question  is,  whether  they  would  be  more  profitable  for  the 
nder  or  more  profitable  for  the  norrower. 

Mr.  Seldombidoe.  Dr.  Alexander,  I  want  to  ask  you  a  question 
ttt  relates  somewhat  to  your  knowledge  of  conditions  in  your  sec- 
ern and  your  State. 

Dr.  Ai^xANDEB.  I  shall  be  glad  to  answer  it. 
Mr.  Seummbtooe.  Are  your  farmers  responsive  to  the  cooperative 
leaf 

Dr.  A14EXANDEB.  Not  very  largely.  They  have  to  learn  to  coop- 
ate.  You  know  that  the  American  farmer  is  the  most  independent 
dividualistic  creature  in  the  world,  and  it  is  a  hard  matter  to  or- 
mize  the  American  farmer;  he  is  unlike  the  city  man;  in  the  city 
«  community  like  takes  precedence  over  the  individual  life.  The 
verse  is  true  of  the  country.  It  is  going  to  take  a  long  time  to 
t  the  farmers  to  cooperate  on  any  line. 
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Mr.  Seldombidge.  The  success  of  the  European  systems  of 
credits  seems  to  have  been  largely  due  to  that  spirit  of  cooperation. 

Dr.  Alexander.  Yes;  but  it  has  taken  60  years  to  build  it 
there ;  and  it  has  not  reached  all  the  countries  of  Europe  yet,  nor  i 
classes  of  farmers. 

Mr.  SELDOMRmoE.  Do  you  believe  that  if  these  cooperative  Aim 
can  institutions  could  be  established  and  demonstrate  their  effecdi 
ness,  the  idea  would  spread?  Do  you  think  it  would  be  possll 
here? 

Dr.  Alexander.  It  would  have  to  be  a  growth  just  like  it 
there;  and  the  conditions  are  such  that  we  need  relief  now. 
do  not  want  to  wait  a  generation  to  develop  a  spirit  of  cooj^ 

Mr.  Seldomrtoge.  Suppose  the  Government  sent  out  in  this 
there  two  or  three  men  oi  ability  and  knowledge  and  experience,  ^ 
could  organize  these  cooperative  plans  and  put  them  into  pi     "' 
shape;  do  you  think  the  farmers  would  respond? 

Dr.  Alexander.  In  some  localities  they  would;  it  would  do 
there  is  no  doubt  about  that- 

Mr.  Hayes.  Let  me  ask  you,  would  it  not  take  a  generation,  or 
least  several  years  anyhow — we  do  not  know  how  long — to  put  * 
operation  in  this  country  any  plan  that  might  be  developed  ? 

Dr.  Alexander.  Certainly ;  any  plan  that  provides  for  the  or„ 
ization  of  new  institutions  would  take  years  to  put  into  operation^ 

Mr.  Hayes.  So  that  that  is  nothing  to  be  said  against  the 
erative  idea,  is  it? 

Dr.  Alexander.  No;  but  cooperation  is  a  growth 
spasmodic  action. 

Mr.  Seldomridge.  Well,  I  have  a  very  distinct  impression  that  th 
Government  should  set  itself  definitely  to  the  practical  demonstit! 
tion  of  this  matter  of  rural  finance ;  that  we  can  just  as  well  educil| 
the  farmer  on  that  line  as  we  can  educate  him  along  the  line  of  com 
serving  the  soil  and  increasing  its  productiveness. 

Dr.  Alexander.  I  would  be  glad  to  see  the  Gt)vernment  do  thiti 
I  would  be  glad  to  see  the  Government  put  itself  on  record,  or  talfl 
up  that  work  to  teach  cooperation;  adopt  that  as  a  policy,  to  coop 
erate.  I  believe  it  will  eventually  have  to  take  the  place  of  compi 
tition  which  we  have  tried  to  establish  in  the  place  of  monopoly.  1 
do  not  believe  that  we  will  ever  establish  competition  again  as  it  wg 
once. 

I  do  not  agree  with  the  general  statement  that  competiticm  i 
the  life  of  trade.  I  think  that  competition  is  destructive.  Coopen 
tion  is  life-giving,  upbuilding,  and  just  the  reverse  of  competitioi 
I  do  not  believe  that  we  will  ever  be  able  to  break  up  all  the  con- 
binations  of  capital  in  the  different  industries  of  our  country  wai 
reestablish  independent  competition  again.  There  will  always  bl 
a  "gentlemen's  agreement"  or  something  that  is  going  to  keepthofl 
from  cutting  prices  against  one  another.  You  will  never  have  cflB* 
petition  to  that  extent,  that  you  will  have  price  cutting,  because  Utfl 
is  destructive. 

So,  cooperation  ought  to  come  in  to  take  the  place  of  competitioi 
And  I  believe  the  Government  would  do  well  to  take  the  initiathl 
in  advocating  a  policy  of  that  kind — ^to  establish  cooperation  nri 
only  in  the  banking  business,  but  in  other  industries  wnerever  50I 
sible.    I  believe  the  day  will  come  when  manufacturing  enterpnsB 
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be  conducted  on  the  cooperative  basis,  where  earnings  of  capital 

united  and  all  the  profits  above  a  fixed  rate  of  interest  to  capi- 

^ill  go  to  the  purchasers. 

r.  ILvYEs.  Of  course,  that  is  a  long  way  in  the  future. 

•.  Al£xander.  Yes ;  it  is  a  long  way  in  the  future,  of  course. 

r.  Hayes.  But  have  you  considered  this  proposition?     I  would 

to  hear  some  suggestions  from  you — for  I  see  you  are  a  man 

has  thought  along  this  line  a  long  time — as  to  the  effect  of  the 

smment  of  the  tfnited  States  actually  lending  money  to  the 

ler.     What  effect  is  that  going  to  have  on  his  character  and 

pendence?     I  would  like  to  have  you  suggest  how  we  are  to 

ent  the  usual  results  that  come  from  hothouse  methods  of  that 

•.  Alexander.  Well,  I  do  not  advocate  hothouse  methods.  I 
ot  believe  the  farmers  are  asking  for  them.  I  believe  they  are 
ly  asking  for  the  Government  to  provide  some  channel  through 
h  they  can  finance  their  business  with  the  security  that  is  avail- 
to  them. 

r.  Hayes  No;  but  if  you  are  going  to  have  the  (jovernment  fur- 
him  money  when  commercial  men  who  are  in  the  business  would 
3o  it  and  commercial  laws  would  not  warrant  it,  then  I  want 
ave  you  show  to  me  what  the  effect  of  that  is  going  to  be  on 
'armer  himself  and  on  the  general  situation. 
p.  Alexander.  Well,  I  hope  there  is  some  way  in  which  the 
»mment  can  provide  him  the  relief  under  present  commercial 
itions,  because  he  will  not  be  able  to  get  cheaper  money  unless 
jrovemment  does  come  to  his  support. 

nator  Hollis.  Are  there  any  other  questions  to  be  asked  of  Dr. 
:ander  ? 

r.  BuLKLEY.  I  wanted  to  ask  him  one  or  two  more  questions, 
e  you  intended  to  advocate  a  system  which  will  be  a  strictly 
aess  system  and  which  will  facilitate  the  granting  of  credit  to 
farmer  on  the  basis  of  competition  and  the  money  market ;  or  do 
agree  with  what  Prof.  Brooks  said  yesterday,  that  we  have  got 
ive  governmental  aid  and  bring  farm  loans  down  below  the 
lar  market  rate  of  interest  for  the  sake  of  building  up  an  figri- 
ural  community? 

p.  Alexander.  I  think  that  is  so  in  the  long-time  loans, 
r.  BuLKLEY.  Do  you  mean  you  think  the  latter  is  the  case? 
:.  Alexander.  Yes ;  I  think  you  have  got  to  bring  the  long-time 
3  to  a  rate  of  interest  that  is  below  the  prevailing  commercial 

r.  Hayes.  Well,  can  you  suggest  to  us  how  we  are  going  to  do 

? 

r.  Alexander.  I  do  not  know  any  way  at  all,  unless  the  Govern- 

t  can  carry  the  bonds  of  those  loaning  institutions,  because  if 

have  got  to  be  sold  on  the  market,  would  that  provide  the  funds? 

r.  Hayes.  That  is  what  I  was  going  to  ask  you. 

r.  Alexander.  I  do  not  believe  it  would. 

p.  Hayes.  Do  you  have  an  idea  that  the  Government  could  bor- 

more  cheaply? 

•.  Alexander.  Yes. 

r.  Hayes.  I  do  not  see  how.    It  has  no  way  of  paying  its  bonds, 

pt  by  taxation,  and  if  it  went  to  the  extent  that  the  public  and 
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the  world  generally  doubted  its  ability  to  pay  on  demand,  or  whi 
ever  the  bonds  were  due,  it  follows  that  the  Government  rate  woi 
go  up,  would  it  not? 

Dr.  Alexander.  Well,  it  might. 

Mr.  Hayes.  Well,  would  it  not,  as  a  matter  of  fact? 

Dr.  Alexander.  My  idea  was  that  the  Government  would  is 
currency — Government  notes  to  carry  these  land  bonds,  the  sanM 
be  retired  as  soon  as  the  bonds  were  paid  oflP. 

Mr.  BuLKLEY.  In  that  connection,  Dr.  Alexander,  I  suppose; 
realize  that  there  is  a  limit  to  the  amount  of  currency  that  we  li 
any  use  for  ? 

Dr.  Alexander.  Surely. 

Mr.  BuLKLEY.  In  other  words,  you  do  not  carry  currency  in  y 
pocket  just  because  you  can  get  it;  you  carry  just  the  amoimt; 
need. 

Dr.  Alexander.  Surely.  I  think  that  brings  up  another  po 
that  the  Government  very  likely  would  be  able  to  meet  this  demi 
because  this  demand  would  come  gradually ;  there  would  not  b 
demand  for  the  $3,000,000,000  that  Mr.  Scudder  speaks  of— perh 
not  in  two  generations.  Before  there  would  be  a  demand  for  8 
an  immense  sum  of  money  the  money  would  begin  to  come  back, 
pecially  if  you  made  the  period  of  long-time  loans  not  exceedinj 
years,  which,  I  think,  would  be  long  enough.  I  think  the  Govi 
ment  possibly  would  be  able  to  take  care  of  these  long-time  loan 
the  demand  would  be  made  on  the  Government,  because  that  dem 
would  come  gradually. 

Mr.  Bui.KLEY.  Do  you  believe  that  we  ought  to  limit  the  amo 
to  be  loaned  to  any  one  man? 

Dr.  AiuEXANDER.  Oh,  yes,  sir. 

Mr.  BuLKLEY.  At  what  point? 

Dr.  Alexander.  I  would  not  go  over  $5,000  to  any  one  man. 

Mr.  BuLKLEY.  How  do  you  arrive  at  the  figure  $5,000? 

Dr.  Alexander.  Well,  I  am  estimatine  that  100  acres  could 
bought  almost  anywhere  for  $5,000,  usually  for  less  than  that,  i 
100  acres  of  land  is  a  good  farm. 

Mr.  Hayes.  It  would  cost  $25,000  where  I  live,  if  it  was  any  gc 

Di'.  Alexander.  Yes;  I  suppose  it  would.  Yes;  around  the( 
of  Charlotte  it  would  cost  $800  or  $400  an  acre  to  buy  it  on  longti 
But  what  is  maldng  it  bring  that  price?  It  is  nothing  in  the  wo 
but  the  moneyed  men  of  Charlotte  going  out  there  speculating 
that  land. 

Mr.  Hayes.  No  ;  I  mean  the  land  in  my  section  will  make  a  g 
return  on  that  amount. 

Dr.  Alexander.  It  is  not  worth  it  in  my  State.  I  know  two  &i 
that  sold  at  $350  an  acre  to  speculators  pure  and  simple;  theb 
was  located  about  3  miles  from  Charlotte. 

Mr.  Hayes.  Five  thousand  dollars  in  my  State,  for  instance,  wo 
be  very  little. 

Dr.  Alexander.  Possibly  so. 

Mr.  Hayes.  You  would  nave  to  vary  the  limit  according  to  cor 

tions.  . 

Dr.  Alexander.  You  may  do  that — vary  it  accordmg  to  conditu 
My  idea  would  be  that  if  you  let  that  be  three-fourths  of  the  valu< 
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IB  farm,  $5,000  would  give  the  farmer  something  like  $7,000  to  in- 
B6t  in  a  farm. 

Mr.  BuLKLEY.  Suppose  we  pass  the  Fletcher-Moss  bill,  how  readily 
rould  the  people  in  your  community  subscribe  to  stock  in  those  little 
anks? 

Dr.  Alexander.  I  do  not  believe  that  the  farmers  would  take  it  up 
;«ry  readily.  The  truth  of  the  matter  is  that  a  large  part  of  the 
iU'ming  class  have  not  got  any  money. 

Mr.  BuLKLEY.  Would  any  other  class  in  your  community  take  it 

Dr.  Alexander.  I  do  not  know,  but  it  might  be  taken  up  by  some 
►dE  the  moneyed  class,  poasibly  the  commercial  banks;  the  national 
l«nks  might  establish  those  as  branch  banks,  because,  as  I  under- 
stand, they  can  loan  money  at  1  per  cent  in  addition  to  the  legal  rate 
rf  interest.    Does  not  the  bill  provide  that  ? 

Mr.  BuLKLEY.  No;  1  per  cent  above  the  rate  at  which  they  sell 
Sieir  bonds. 

Dr.  Alexander.  Oh,  yes ;  1  per  cent  above  that.    Well,  that  would 
possibly  give  them  a  good  profit  for  administration. 
K^  Mr.  BuLKLEY.  How  much  do  you  think  it  would  cost  to  run  one  of 
piose  banks  a  year  ? 

h^  Dr.  Alexander.  That  was  discussed  here  yesterday  by  men  who 
LOW  more  about  it  than  I  do.  But  I  think  the  cost  of  rumiing  one 
fit  them  would  be  out  of  proportion  to  the  business  done,  unless  you 
itaake  them  banks  of  deposit  and  let  them  handle  short-time  loans  also. 
ily  idea  would  be,  if  possible,  to  have  a  banking  system  whereby  these 
iriiort-time  loans  for  larmers  and  long-time  loans  for  farmers,  the  one 
on  personal  chattels  and  the  other  on  real  estate,  could  all  be  handled 
through  the  same  institution. 

Mr.  Bulkley.  Does  that  go  sc  .ar  as  to  say  that  the  Moss  bill  as 
irritten  would  not  work  at  all? 

Dr.  Alexander.  No;  I  do  not  say  that;  it  might  do  a  great  deal 
lof  good ;  I  see  nothing  wrong  with  that  except  the  rate  of  interest. 
|1£  it  can  provide  cheaper  money  it  will  do  good ;  but  if  it  means  that 
i^e  are  going  to  have  the  farms  covered  up  with  mortgages  at  7  or  8 
"^  cent  interest,  perhaps  more,  it  is  not  going  to  give  the  relief  that 
need. 

Mr.  Bulkley.  Well,  it  will  not  work  at  all  unless  these  little  banks 
incorporated,  and  the  stock  in  them  will  not  be  subscribed  unless 
icJbody  thinks  it  is  a  good  investment,  and  they  can  not  think  it  is 
U  good  investment  unless  the  expenses  are  kept  down  to  such  a  point 
4hat  a  profit  can  be  made. 

Dr.  Alexander.  Surely. 

Mr.  Bulkley.  Do  you  not  think  they  could  make  a  profit  without 
^ing  into  the  deposit  and  short- time  loan  business  ? 

Dr.  Alexander.  They  might  do  it.  I  do  not  know  just  what  would 
be  the  cost  of  running  it.  I  know  very  little  of  the  cost  of  banking. 
tf  the  Government  could  send  men  out  to  advocate  it,  and  to  educate 
the  people  along  that  line  of  cooperation,  you  might  be  able  to  get 
lie  farmers  to  take  it  up.  I  do  not  know  but  what  they  would.  We 
ire  teaching  that  in  North  Carolina ;  our  lecturers  are  going  all  over 
forth  Carolina  all  the  time  teaching  cooperation. 
37081—14 20 
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STATEHENT  OF  JOHN  LENNOX,  OF  COLOEABO  SPIUNOS,  COUi  | 

Mr.  Lennox.  Mr.  Chairman  and  gentlemen  of  the  sul 
before  starting  upon  the  matters  which  I  am  here  to  take  up,  ^ 
me  in  a  word  to  say  that  I  esteem  it  a  distinct  honor  to  have 
selected  by  this  committee  for  the  purpose  of  presenting  some!_ 
of  the  conditions  and  financial  needs  of  the  farmers  of  Colorada 

Perhaps  I  should  make  it  dear  that  my  knowledge  is  of  dry-: 
ing  sections  especially.  While  I  have  a  general  knowledge  of 
entire  State,  having  lived  there  something  like  42  years  and  " 
perhaps  a  rather  close  observer  of  rural  conditions  during  that  < 
period,  and  having  acted  as  chairman  of  the  local  board  of  coni 
of  the  Sixth  International  Dry  Farming  Congress  four  vears 
and  having  for  the  last  three  years  acted  as  chairman  oi  the 
cultural  committee  of  our  Colorado  Springs  Chamber  of  Conmw 
having  also  acted  as  chairman  of  the  trustees  of  what  is  known 
our  section  as  the  seed  and  feed  fund,  of  which  mention  will  be  mi 
later;  and  being  also  manager  of  the  Farm  Loan  Co.,  I  have  beoi 
brought  in  rather  close  touch  with  these  problems  in  that  particnta 
section  of  Colorado,  which  section  I  should  say  is  the  central-eastcn 
section,  the  plains  section,  and  is  generally  designated  as  "easted 
Colorado." 

I  would  like  to  say  also  that  while  I  am  fairly  familiar  with  thai 
conditions  and  feel  somewhat  at  home  in  speaking  of  them,  and  ii| 
here  for  the  purpose  of  giving  this  information  as  best  I  can  to  yo 
gentlemen,  it  is  no  part  of  my  responsibility  to  suggest  a  plan  In 
which  you  shall  work  out  a  problem  which  is  so  great  and  of  s«i 
vital  interest  to  the  agriculture  and  the  rural  sections  of  our  entin 
Nation  as  the  problem  you  have  before  you  at  this  time. 

I  am  a  comparative  stranger  to  banking,  finance,  and  lawmaking 

With  this  general  statement  I  would  like  to  give  you  a  little  view 
of  C<:)lorado.  In  many  respects  it  is  unlike  the  other  parts  of  oar 
country. 

The  State  of  Colorado  is  new  and  has  conditions  which  are  pe- 
culiar to  that  State,  and  perhaps  not  to  be  found  in  other  State 
We  have  a  great  variety,  for  instance,  of  altitudes,  even  in  (wr 
farming  sections;  altitudes  varying  from  under  4,000  feet  to  upward 
of  10,000  feet.    We  have  also  a  great  variety  of  soils.    We  havei 

freat  variety  in  the  amount  of  moisture  that  is  given  to  us.  We 
ave  a  great  variety  of  people,  who  have  been  gathered  there  from 
different  pai*ts  of  the  country:  perhaps  we  are  more  heterogenoo8 
in  some  resi)ects  than  other  sections  of  the  entire  country.    Weha« 

treat  varietv  in  the  crops  that  we  are  undertaking  to  raise  in  tta 
ifferent  sections  of  State  by  reason  of  these  great  variations  in  alti- 
tude, moisture,  etc. 

Now,  T  realize  the  difficulty  very  fully  of  getting  before  you  goi- 
tlemen  the  things  that  you  should  know  and  that  I  would  like  to  con- 
vey to  you.  But  time  is  limited,  and  it  is  necessary  to  condense  as 
far  as  possible:  and  I  believe  that  for  this  purpose  I  could  not  do  bet- 
ter than  very  briefly  give  you  the  conditions  which  have  led  up  t« 
what  we  are'now  trying  to  undertake  to  do. 

This  particular  section  known  as  eastern  Colorado  falls  into  tare 
historical  periods.    We  had,  first,  the  Indian  and  the  buffalo.    Onl 
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years  ago — we  are  very  close  to  the  beginning  of  things  in  Colo- 
io.  And  while  the  buffalo  disappeared  in  1870  to  1874 — when  they 
gan  we  do  not  know ;  we  are  not  concerned  in  the  dates — the  thing 

interest  to  those  who  have  studied  conditions  there  is  that  the 
:ffalo,  by  his  selection  of  that  particular  region  as  his  home,  marked 
id  classified  that  portion  of  Colorado  as  a  dairying  and  stocK-raising 
imtry.    That  is  basic  with  us. 

Then,  when  the  buffalo  disappeared,  came  the  second  period,  the 
Briod  of  the  stock  raiser,  with  his  lar^e  herds  and  fc)cks,  with 
racticallv  no  limit  to  the  boundary  of  his  pasture,  except  distance 

water  holes  and  the  ability  of  the  animals  to  travel.  Mv  friend, 
1.  H.  Seldomridge,  is  familiar  with  this  period  of  Colorado^  history 
ran  having  herded  flocks  of  sheep  belonging  to  his  father  at  that 
me.  And,  by  the  way,  I  may  say  that  I  am  obliged  to  be  the^more 
dcorate,  by  reason  of  the  fact  that  Mr.  Seldomridge  is  familiar  with 
mditions  there  and  he  can  check  me  if  I  make  a  mistake. 
Gradually,  however,  this  condition  changed.  And  the  third  period 
f  the  State's  history  is  the  haphazard-nomesteader  period,  nine- 
nths  of  whom  came  from  "  back  East,"  where  moisture  abounded 
id  small  grain  was  profitable.  They  knew  absolutely  nothing  of 
e  peculiar  conditions  that  confronted  them  as  they  came  into  that 
>w  country,  and  every  man  followed  his  own  ideas.  As  a  result  9 
it  of  every  10  failed  absolutely. 

And  there  we  have  the  first  series  of  moving  pictures  that  we  have 
id  in  Colorado — ^in  the  form  of  two  or  three  sets  of  homesteaders, 
min^  and  going. 

With  such  conditions,  it  is  not  at  all  suprising  that  there  should 
t)w  up  in  the  minds  of  otherwise  intelligent  men.  East  and  West, 
e  conviction  that  Colorado  was  not  adapted  to  maintaining  an 
pricultural  population. 

But  about  that  time  there  came  something  which  was  unfortunate, 
id  yet  in  the  end  very  fortunate.  The  summers  of  1910  and  1911 
ere  extremely  dry  summers,  and  our  farmers  were  put  to  the  test, 
1  they  were  raising  largely  small  grain  and  failed  in  many  cases. 
As  a  result  a  report  oecome  current  that  farmers  were  destitute, 
uite  a  representative  committee  was  appointed,  composed  of  officials 
f  the  Rock  Island  Railroad,  of  the  Denver  Chamber  of  Commerce, 
le  Colorado  Springs  Chamber  of  Commerce,  the  agricultural  col- 

fe,  and  the  Umted  States  Department  of  Agriculture,  to  make  a  trip 
investigation,  and  report  as  many  as  5,000  people  were  met  on  one 
ID,  and  several  trips  were  made. 

On  those  trips  we  learned  some  fundamental  things:  First,  that 
le  men  who  were  in  the  worst  condition  were  the  men  who  had  been 
idertaking  to  raise  small  grain ;  and  second,  that  those  who  had  been 
lirying  and  stock  raising  were  in  fairly  good  condition  and  needed 
» assistance. 

But  our  attention  was  directed  to  another  section,  somewhat  remote 
)m  a  railroad,  about  40  miles,  in  which  it  was  said  there  was  destitu- 
n.  We  made  a  trip  in  an  automobile  and  met  about  225  people 
to  had  been  waiting  for  us.  They  selected  four  or  five  of  their  own 
n  to  tell  their  story. 

[t  developed  that  that  community  as  a  whole,  with  scarcely  an 
■eption,  was  in  a  condition  of  distress.    They  were  without  money 
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and  credit.    They  were  without  seed  for  their  spring  cropping 
without  feed  for  their  horses.     They  were  in  some  cases  wlt^ 
clothing  and  food.    The  case  was  desperate. 

We  went  back  to  Colorado  Springs  and  advised  our  chamber  ( 
commerce  that  it  would  be  necessary  to  raise  $8,000  or  $10,000  to  i  * 
care  of  those  people. 

The  chamber  of  commerce  responded  splendidly,  and  $8,000 
raised.    Trustees  were  appointed  to  administer  the  fund  as  best  t 
could,  taking  what  security  they  were  able  to  get,  and  doing  the  I 
they  could  under  the  conditions,  which  were  desperate. 

By  a  careful  tabulation  it  was  found  that  an  average  of  $40  wo 
supply  each  farmer  with  the  necessary  seeds  and  feed,  and  the  lo 
were  made  upon  this  general  basis. 

The  following  article,  appearing  later  in  the  Colorado  Sprin 
Ghizette,  gives  the  results  of  the  work  of  that  committee  periu 
better  than  I  can  tell  you.  This  is  the  report  made  at  the  end  of  i 
year. 

The  best  citizens,  business  men  and  bankers,  said  to  the  commit 
*'  You  will  never  see  25  per  cent  of  this  money  back ;  this  is  a  g 
and  we  will  just  charge  it  off  our  books  and  be  content  with  thiM 
As  chairman  of  that  committee,  having  investigated  conditions  ml 
knowing  those  farmers  as  I  did,  I  ventured  to  say,  perhaps  with  i] 
little  trembling,  "  You  will  get  75  per  cent  of  your  money  badL' 


^ 


But  they  said  I  was  a  fool. 

Now,  I  want  to  read  the  report  of  that  work,  given  at  the  end 
the  year  [reading]  : 

I-ast  spring,  when  word  came  to  our  chamber  of  commerce  that  oirii| 
to  the  unprecedented  drouth  of  the  i)revious  summer,  the  long,  severe  wlnttf; 
and  the  newness  of  the  coimtry  many  of  tlie  homesteaders  in  eastern  El  PlHk 
southern  Elljirt,  and  western  Lincoln  Counties  were  without  seed  and  fciA 
money  or  credit  for  si)rinj;  cropping  there  were  those  in  Colorado  Spriofl 
not  familiar  with  conditions  wl^o  believed  that  our  so-called  dry-land  seetkfli 
were  not  capable  of  maintaining  an  agricultural  population,  and  that  v^eMf 
the  time  had  come  to  let  the  homeste«ders  turn  the  best  of  the  land  bnck  ti 
the  sheep  and  cattlemen  and  the  balance  to  the  coyotes,  and  go  elsewhere  CbC 
land  and  homes. 

Our  agricultural  committee,  however,  with  all  others  who  had  given  studf 
to  the  problems  of  dry  farming  in  general  and  of  those  sections  lying  to  tlM 
east  of  us  in  particular,  was  convinced  otherwise  and  urged  the  raising  of  I 
fund  of  $10,000  to  be  loaned  to  these  homesteaders  to  enable  them  to  pot  ll 
a  crop  and  proceed  with  their  plans  to  prove  up  and  become  settlers.  A  nmm 
meeting  was  called  by  the  chamber  of  commerce  and  the  facts  were  presented 
Our  citizens  rose  to  the  occasion  rnd  provided  a  fund  of  more  than  |93,(XM 
which  was  loaned  by  trustees  chosen  by  the  chamber  of  commerce  to  the  neei^ 
farmers  in  amounts  of  about  $40  each,  taking  their  notes  therefor,  due  on  oi 
before  December  31,  1912,  at  6  i)er  cent  interest,  secured  by  individual  indont 
ments  or  such  other  security  in  the  form  of  crops  or  chattels  as  they  were  abl 
to  give.  This  small  assistance  not  only  put  strength  in  their  starving  hoTM 
but  put  courage  in  the  failing  farmers,  and  they  went  to  work  to  make  a  cro| 

Providence  was  kind  and  sent  an  abundance  of  rain,  which  ma,de  up  for  poa 
tiorses  and  consequent  shallow  plowing,  with  the  result  that  almost  evfii 
farmer  raised  a  good  crop  and  now  has  an  abundance  of  feed,  with  somethfai] 
to  sell  and  turn  Into  groceries  and  clothing. 

It  would  be  hard  to  find  a  finer  illustraton  of  the  truth  of  the  words  of  til 
Old  Book,  "  There  is  that  scattereth  and  yet  Increaseth,"  than  this  scattentlfli 
furnishes. 
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100,000    BUSHEXS   OF   COBN. 

Wliile  reports  are  incomplete  and  difficult  to  tabulate  with  accuracy,  espe- 
llly  on  such  crops  as  could  be  used  for  either  grain  or  hay  returns,  the  report 
L  corn  so  far  as  it  goes  seems  to  indicate  that  at  least  100.000  bushels  were 
Eiaed  by  those  participating  in  the  fund  with  a  market  and  feeding  value  of 
are  than  $50,000.  All  other  crops  raised  would  no  doubt  outvalue  the  com 
"ep  alone,  but  placing  it  as  only  equal  we  would  have  $100,000,  which  seems  a 
mservative  estimate  of  results  in  dollar  values,  and  a  might ly  good  gathering 

But  add  to  this  the  fact  that  80  per  cent  of  the  fund  is  already  i>aid  back, 
m  large  quantities  of  these  crops  are  being  marketed  in  Colorado  Springs. 

But  add  to  this  the  fact  that  80  per  cent  of  the  funds  is  already  paid  back. 
Bid  much  of  the  remainder  will  be  just  as  soon  as  farmers  can  get  their  crops 
»  market  or  turned  into  money  by  home  stock  feeding — ^and  the  showing  is  fine* 

These  are  some  of  the  results;  and,  coming  as  they  do  from  what  was  ad- 
■itted  to  be  the  most  destitute  section  in  eastern  Colorado,  because  one  of  the 
mmcBtj  and  from  those  in  the  most  pinchy  condition  of  this  worst  section,  give 
kndant  reason  for  believing  in  the  tremendous  possibilities  of  our  dry-land 
ections  under  favorable  conditions.  The  writer  is  well  aware  of  the  doubter's 
cmark  at  this  point  that  "  This  was  an  unusual  year ;  just  wait."  But  it  is 
■fe  to  say  that  when  proper  lines  of  industry  are  selected,  proper  methods  of 
iMning  applied,  and  farmers  are  willing  to  use  their  brains  as  well  as  their 
tauids,  the  doubter  will  have  a  long  time  to  wait,  even  if  the  rainfall  is  a  little 
Mider  the  average. 

AS  TO  THE  FABMEBS. 

I  want  to  say  a  word  as  to  the  f.nrmers  themselves.  There  are  a  few  who 
irould  have  failed  "because  of  drouth"  in  the  historic  Garden  of  Eden,  with 
Hie  four  great  rivers  of  the  east  pouring  their  waters  through  its  marvelous 
■oils;  and  no  obstruction  should  be  placed  on  the  railroad  tracks  when  these 
try  to  gel  away.  Here  and  there  one  may  be  found  who  is  too  crooked  to  be 
itnight,  but  these  are  the  rare  exceptions  and  might  easily  be  duplicated  in 
<3b]crado  Springs.  The  great  majori^  of  the  farmers  are  industrious,  iutelll- 
gent,  and  honest  and  are  out  there  to  succeed  and  stay.  They  have,  however, 
fteat  needs,  which  may  be  classified  under  three  general  heads: 

First  More  capital  at  a  reasonable  rate  of  interest  with  which  to  buy  stock, 
•peclally  cows  and  better  horses,  build  silos,  provide  stock  shelter  better  than 
ibiirbed-wire  fence,  and  homes  for  themselves  and  families  better  than  shacks 
ind  dugouts. 

Second.  Better  faciities  for  getting  their  products  to  market.  These  prod- 
ucts will  be  mainly  cream,  poultry,  and  eggs,  with  vegetabes  in  their  season. 
Thrir  perishable  nature  and  the  long  distance  to  a  desirable  market  prohibit  the 
Individual  marketing.  An  auto-truck  line  operated  along  the  new  county  road 
lor  50  miles  east,  there  to  connect  with  a  snbine  operated  in  southern  Elbert 
and  western  Lincoln  Counties,  would  do  the  business  and  put  both  the  farmers 
•nd  Colorado  Springs  on  the  map  and  spell  out  business  for  our  merchants, 
tb  this  might  also  be  added  the  pa  reel -post  feature. 

Third.  Education.    First,  as  to  selection  of  industries.    Dairying,  poultrylng^ 

'  tnd  diversified  stock  raising  never  have  failed  in  eastern  Colorado  when  given 

;  imf  a  chance.    The  country  is  particularly  adapted  to  these  lines.     Second,  the 

'  ainhig  of  such  forage  crops  as  are  drouth-resistant  and  suitable  for  feeding 

tte  stock  being  raised.    Along  these  lines  must  come  the  selection  of  cows  of 

the  dairy  type  and  milking  strain,  selection  of  seed,  preparation  of  the  soil  for 

the  accumulation  and  conservation  of  moisture,  planting  and  care  of  crops. 

EXPERT  AGRICULTURALIST  ENGAGED. 

For  this  very  important  work  El  Paso  County,  through  its  board  of  county 
OWDmissioners,  in  cooperation  with  the  United  States  Department  of  Asricul- 
tnre  and  the  Colorado  Springs  Chamber  of  Commerce,  has  secured  the  services 
If  W.  H.  Lauck  as  county  agricultural  agent.  He  began  his  work  last  October 
ind  already  has  accomplished  much.  Assistance  and  cooperation  will,  through 
ilm  be  given  direct  to  the  farmers  at  many  points.  Communities  will  be  organ- 
Bed'  for  the  betterment  of  the  farms  and  homes.    Boys'  and  girls*  clubs  are  to 
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be  organized  for  competitive  farm  and  home  work.    Many  other  things 
are  planned  and  under  way. 

Let  me  say,  in  conclusion,  that  when  these  forces  and  agencies  get  to  \ 
a  different  value  will  be  placed  upon  our  633,852  acres  of  dry  farming 
grazing  land  in  El  Paso  County  than  now  exists,  and  when  the  products  of  t 
acres  are  poured  into  Colorado  Springs  to  be  exchanged  for  our  merchan 
we  will  be  upon  a  basis  which  will  give  us  business  and  prosperity  not 
during  the  tourist  season  of  two  months  but  for  12  months  in  the  year 
every  year  we  have  a  history. 

Mr.  Weaver.  How  far  is  that  from  Colorado  Springs? 

Mr.  Lennox.  The  town  of  Rush  is  40  miles  from  Colorado  Spr 
and  then  it  is  another  25  miles  from  the  town.  They  are  fron 
to  40  miles  from  a  railroad. 

Mr.  Weaver.  And  Colorado  Springs  is  the  only  and  nea 
market  ? 

Mr.  Lennox.  Well,  it  is  the  nearest  and  best  market. 

Now,  I  have  another  newspaper  article  from  the  Colorado  Spr 
Gazette  of  March  19, 1913.    It  says : 

Remarkable  success  of  seed  and  feed  fund  is  shown;  farmers  put  on 
feet ;  80  per  cent  available  for  repayment  now ;  95  per  cent  assured.  New 
company  boosted. 

Besulta  of  seed  and  feed  fund. 

Total  fund  subscribed $.* 

Total  fund  on  hand |( 

Percentage  to  be  returned  on  first  repayment 

Now,  I  may  say  that  95  per  cent  return  is  sure.     I  may  say 
when  this  80  per  cent  was  repaid  and  the  people  had  a  chanc 
take  it  back  they  said,  "  We  did  not  expect  anything  back  " ;  an 
the  same  time  they  prepared  the  articles  of  incorporation  of  a 
company,   to   be   organized   for   the   purpose   of   furnishing  si 
amounts  of  money  to  farmers  for  the  promotion  of  the  indus 
which  we  knew  to  be  successful,  and  almost  all  of  the  contributoi 
once  wanted  to  turn  their  contributions  over  to  this  loan  fund, 
that  loan  company  was  put  in  operation  because  of  the  fact 
farmers    were  absolutely  without  nnancial  aid  in  any  way  and 
could  not  get  it. 

Mr.  Woods.  Mr.  Lennox,  did  you  use  that  money  to  loar 
personal  credit,  or  on  farm  mortgages? 

Mr.  Lennox.  We  used  the  first,  the  seed  and  feed  fund,  on  pers 
loans  altogether.  We  took  whatever  security  they  could  give, 
sometimes  they  signed  one  another's  notes.  It  was  a  aespE 
situation. 

The  point  I  want  to  make  is,  that  notwithstanding  the  desp< 
situation  which  confronted  us,  we  were  not  permitted  to  turn  d 
anybody.  We  could  not  do  that  when  a  man  was  without  food 
without  clothing;  and  notwithstanding  that  we  had  80  per  cer 
the  money  back  at  that  time,  and  we  have  another  10  per  cent 
now,  and  we  shall  have  another  5  per  cent,  if  not  more,  within  a  s 
time. 

Mr.  Hayes.  Did  you  charge  the  farmers  any  interest  ? 

Mr.  Lennox.  We  charged  the  farmers  6  per  cent  interest ;  wi 
lieved  that  was  a  fair,  just  proposition. 

Mr.  Weaver.  You  had  a  big  crop  and  remarkable  seasons  that  ] 
did  you  not! 
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ifr.  Lennox.  We  had  a  fair  crop. 

Ifr.  Seldombidoe.  Tbe  point  is  that  if  these  men  had  not  been 
ped  when  they  were,  they  would  have  been  absolutely  driven  out 
the  country ;  there  would  have  been  no  production  at  all. 
Mr.  Weaver.  Yes. 

Mr.  Lennox.  Now,  with  the  permission  of  the  committee  I  would 
e  to  read  an  article  written  by  our  State  agriculturist.  Those  who 
derstand  the  plan  out  there  know  that  there  is  a  county  man,  a 
ftte  man,  a  United  States  Department  of  Apiculture  man,  and 
an  there  is  a  district  man.  Mr.  Frear,  who  is  our  State  agricul- 
rist,  wrote  an  article  which  we  think  is  disinterested.  Efo  is  a 
jvernment  man  and  will  not  write  anything  in  the  way  of  a  com- 
iment  unless  the  proposition  has  got  some  merit.    He  says : 

[n  view  of  the  fact  that  the  whole  country  is  discussing  ways  and  means  of 
reloping  agriculture  through  a  satisfactory  system  of  farm  credits,  it  may  be 
Interest  to  call  attention  to  what  has  already  been  done  by  the  business  men 
Colorado  Springs  for  the  farmers  of  the  country  adjacent  to  that  city. 
Through  a  crop  failure  the  previous  year  many  farmers  faced,  in  the  spring 
1912,  a  financial  crisis,  and  were  without  means  for  buying  seed  for  planting 
eir  crops  or  grain  for  feeding  their  work  horses. 

This  serious  condition  of  affairs  came  to  the  attention  of  the  Chamber  of 
mmierce  of  Colorado  Springs  and  was  made  a  subject  for  special  investigation 
'  the  agricultural  committee. 

Through  the  efforts  of  this  committee  the  Chamber  of  Commerce  was  able  to 
core  from  local  bankers  and  business  men  over  $8,000,  which  was  placed  in  a 
ttl  and  feed  fund,  administered  under  the  direction  of  John  Lennox  (chair- 
in),  Irving  Howbert,  and  J.  G.  Dem  as  trustees. 

This  fund  was  made  available  to  farmers  in  small  amoimts  for  one  year  only 
6  per  cent  interest,  upon  the  approval  of  their  applications  by  three  of  their 
ghbors.  Various  forms  of  security  were  accepted,  ranging  from  mortgages 
live  stock  and  the  year's  crop  to  notes  indorsed  by  responsible  parties, 
lieniency  in  the  matter  of  payments  was  followed  and  extensions  of  time 
re  made  in  cases  where  through  no  fault  of  their  own  the  borrowers  were 
ible  to  meet  their  obligations. 

Phe  average  amount  of  the  loans  was  $24  for  feed  and  $16  for  seed,  making  a 
al  of  $40  per  farmer. 
5y  the  end  of  the  year  80  per  cent  of  the  loans  were  paid  back  with  interest, 

I  since  that  time  about  half  of  the  remainder  has  been  paid  with  additional 
ounts  still  coming  in.  While  the  6  per  cent  interest  charged  will  not  quite 
T'  the  cost  of  administration  and  the  small  possible  losses,  the  contributors 

II  nevertheless  receive  90  per  cent  or  over  of  their  original  contributions 
en  many  expected  50  per  cent  or  less. 

Vt  the  end  of  the  year  the  success  of  the  work  was  so  marked  and  the  value 
the  agricultural  development  of  the  community  so  great  that  the  agricultural 
nmittee  of  the  chamber  of  commerce  recommended  that  the  money  paid  in 
the  farmers  be  placed  in  a  more  permanent  fund,  where  it  would  be  available 

future  loans  for  development  purposes. 
?he  donators  consented  to  this  plan,  and  as  a  result  the  Farm  Loan  Co.  was 
lanized  and  incorporated  in  El  Paso,  Lincoln,  and  Elbert  Counties,  having 

its  object  the  loaning  to  worthy  farmers  of  money  at  reasonable  rates  for 
(  purpose  of  enablhig  them  to  buy  a  few  dairy  cows,  erect  silos,  or  in  other 
ys  add  to  their  permanent  income-bearing  equipment,  or,  in  some  cases,  for 

purpose  of  freeing  them  from  the  clutches  of  loan  sharks,  who  seemed  to 
plentiful  and  who  were  getting  as  high  as  3  to  5  per  cent  per  month  for  their 

aey. 

x>ans  are  made  from  this  fund  to  farmers  for  three  years  at  8  per  cent  when 
ured  by  real  estate  and  at  10  per  cent  when  secured  by  chattels.  Security  of 
eral  times  the  value  of  the  loan  is  required  in  all  cases. 
L  charge  of  $2  for  small  loans,  which  require  little  work,  up  to  $10  on  larger 
onnts,  where  titles  must  be  investigated,  is  paid  by  the  borrower.  This 
ree  goes  far  toward  meeting  the  cost  of  administering  the  affairs  of  the 
a  company,  so  that  almost  all  the  interest  payments  go  to  the  owners  of 
aey. 
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Loans  are  made  only  to  farmers  who  satisfy  the  committee  that  they  wB 
use  the  money  for  dairy  stock  and  farm  development,  which  under  nonnal  em- 
ditions  will  in  time  add  to  the  wealth  and  prosperity  of  the  community. 

All  notes  taken  by  the  company  are  written  to  be  paid  on  or  before  the  ezpi», 
tion  of  three  years,  so  that  the  holders  may  pay  them  any  time  th^  have  tn' 
money.  • 

The  loan  company  has  met  with  the  greatest  success,  and  great  credit  is  c_ 
to  all  bankers  and  other  business  men  who  have  furnished  money  for  the  flaC 
or  who  have  in  any  way  contributed  to  its  succesa 

Mr.  John  Lennox  is  the  secretary-treasurer  of  the  company  and  is  cbargri 
with  the  active  administration  of  its  affairs.  To  him  is,  perhaps,  doe  lit 
greater  credit  for  making  it  a  success  in  promoting  the  agricultural  interesti^ 
the  community  by  enabling  the  farmers  to  get  money  with  which  to  devdfl^ 
their  businesses. 

Little  opposition  to  the  company  has  developed  excepting  by  the  loan  shiiH 
who  have  been  deprived  of  their  opportunity  to  get  the  helpless  farmer  IK 
their  clutches,  where  they  could  gradually  sap  him  dry  financially  by  thrir 
exorbitant  interest  rates. 

The  business  men  of  Colorado  Springs  believe  that  the  prosperity  of  thrir 
county  depends  on  the  agricultural  resources,  which  in  turn  depends  upot 
the  ability  of  the  farmer  to  get  capital  with  which  to  develop  his  land  toi 
industries.  Consequently,  they  are  making  it  their  business  to  see  that  tbfllr 
farmers  get  the  money  at  reasonable  terms  and  rates. 

In  addition  to  this  direct  benefit,  the  organization  and  existence  of  the  coa» 
pany,  made  up  as  it  is  of  well-known  bankers  and  business  and  professtooil 
men  of  the  community,  has  served  to  establish  confidence  in  farm  loans,  aat 
thousands  of  dollars  are  now  being  invested  in  land  loans  by  private  individuli 
who  before  the  organization  of  this  company  seriously  questioned  land  M- 
curities. 

There  Is  little  question  but  that  the  securing  of  W.  H.  Lauck  as  agricaltnnl 
agent  in  El  Paso  County  was  due  more  to  this  farm-loan  movement  than  to  U9 
other  single  factor. 

The  backers  of  the  Farm  Loan  Co.  were  far-sighted  enough  to  see  tint 
results  were  a  question  of  time  and  that  they  would  be  much  more  certain  If 
the  borrowers  of  this  money  could  have  the  help  of  a  competent  man  to  aniit 
them  in  using  wisely  the  money  which  they  received.  The  county  agent  hasgiTVi 
these  farmers  all  possible  help  In  making  good  and  in  encouraging  them  It 
make  every  effort  to  meet  their  obligations.  He  keeps  in  touch  with  agricnltuid 
conditions  in  the  county,  and  is  in  a  position  to  know  the  men  who  need  tad 
deserve  help  and  to  see  where  additional  money  may  be  wisely  placed. 

Pending  the  creation  of  an  Ideal  and  national  system  of  farm  credits  pw- 
haps  other  communities  will  see  the  possibilities  which  are  within  their  rea^ 
for  accomplshing  what  we  are  told  is  an  impossibility  along  this  line,  but  whidi 
seems  to  be  very  successful  In  at  least  one  locality. 

With  regard  to  the  rate  of  interest  charged,  8  per  cent  on  reil 
estate,  and  10  per  cent,  if  secured  by  chattels,  this  may  seem  veij 
high.  But  when  you  take  into  account  that  these  farmers  at  that 
time  had  no  means  of  securing  financial  aid  except  through  the  lotn 
sharks,  and  that  they  were  paying  them  from  3  to  5  per  cent  a  montk 
with  all  sorts  of  additional  charges,  so  that  a  loan  doubled  itself 
sometimes  in  a  year  and  sometimes  in  six  months,  it  will  not  seem 
so  high.  That  was  the  condition  that  existed,  and  I  intended  to 
bring  along  with  me  an  envelop  which  we  have  full  of  canceled 
notes  which  I  have  taken  up  of  these  loan  sharlcs,  showing  this  rtta 
of  interest,  3  and  5  per  cent  a  month,  but  I  forgot  it. 

Mr,  Weaver.  Have  you  a  usury  law  out  there? 

Mr.  Lennox.  We  have  a  usury  law ;  it  provides  that  it  shall  be 
unlawful  to  charge  usury,  but  it  then  says  that  banking  institutions 
shall  not  be  included  in  that  provision ;  and  our  loan  sharks  promptlj 
upon  the  passage  of  this  act  proceeded  to  organize  themselves  intc 
banta,  one  or  two  at  a  time,  and  they  go  right  along  and  charf!( 
3  per  cent  and  5  per  cent  a  month,  and  there  is  nothing  to  prevent  it 
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Weaver.  Your  usury  law  is  not  of  much  value,  then  ? 
Lennox.  Absolutely  not. 

marked  was  the  success  of  this  organized  effort  that  Prof, 
ill,  commissioner  of  immigration,  diny  appointed,  and  others 
ated  with  him,  thought  fest  to  give  the  entire  issue  of  the 
west  Trail — ^the  November  issue — ^to  El  Paso  Coimty  and  dry 
Qg. 

JT,  if  I  can  give  you  a  very  brief  and  hasty  mental  picture  of  a 
ido  farm  or  ranch,  I  will  do  so.  It  is,  say,  320  acres,  mostly 
e,  of  course,  in  the  eastern  part.  A  large  portion  of  the  soil  is 
y  fairly  ^ood  soil ;  some  of  it  is  very  good  j  some  of  it  is  poor, 
ouse  varies  from  the  poorest  sort  of  a  plam  shack  to  a  lairly 
six  or  eight  room  house.  The  stock  which  they  possess  varies 
Qothing  up  to,  perhaps,  100  head  of  cattle :  usually  from  2  to  4 
are  to  be  found  on  the  place.  The  family  varies  from  none, 
;  husband  and  wife^  to  21  children.  There  is  no  race  suicide 
ere;  they  are  growing  very  fast.  There  are  usually  40  or  50 
in  cultivation,  with  some  sort  of  shelter  for  cattle,  although 
imes  it  is  only  a  barbed- wire  fence,  and  there  are  quite  a  number 
who  give  their  cattle  barbed-wire  fence  shelter  when  the  ther- 
ter  is  below  zero  and  the  wind  is  blowing  a  hurricane — ^and 
5  not  adeauate. 

7,  what  these  men  need  is  capital  with  which  to  develop  the 
)f  industry  we  know  to  be  successful  in  that  particular  region, 
lat  is  the  dairying  and  stock  raising  and  the  raising  of  such 
!  crops  as  are  adapted  to  that  limited  rainfall  and  adapted  to 
g  the  animals  that  are  being  raised.  They  are  from  26  to  60 
to  market,  and  their  market  product  must  be  cream,  poultry,  and 
ock  they  are  raising;  and  with  proper  methods  they  can  raise 
J  crops  every  year.  There  is  no  reason  why  there  should  be  a 
3  except  here  and  there  when  they  are  struck  by  hail.  Forage 
when  put  in  silos,  give  an  absolute  certainty  of  feed  through 
y  season  and  the  winter, 
ator  HoMJS.  What  are  the  forage  crops? 
Lennox.  For  silo  purposes,  corn,  cane,  English  milo  maize, 
com.  Last  year  they  constructed  50  pit  silos.  Our  farmers 
:oo  poor  to  construct  regular  silos,  ana  50  pit  silos  were  con- 
id  at  a  cost  of  $11  apiece,  the  farmers  helping  each  other  to  do 
gging. 

have  heard  here  of  farmers  who  are  hard  to  organize.  Our 
rs  have  been  organized  through  the  efforts  of  our  county  agent 
farmers'  club  for  each  community,  and  they  meet  every  month 
o  in  the  schoolhouse  and  discuss  their  problems  and  get 
er  and  eat  yellow-legged  chickens  and  have  a  sociable  time; 
has  not  been  hard  to  get  our  people  together.  And  I  believe 
:  Mr.  Lauck,  our  agent,  was  to  tell  those  people  to  plant  their 
vines  upside  down,  they  would  do  it,  because  they  have  such 
jnce  in  what  he  tells  them. 

ereupon,  at  12.50  o'clock  p.  m.,  the  committee  adjourned  until 
row,  Thursday,  February  26,  1914,  at  10.30  o'clock  a.  m.) 
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United  States  Senate, 

Washington,  D.  C. 

The  subcommittee  met  in  joint  session  at  10.45  o'clock  a.  m.,  HqlI 

Henry  F.  Hollis  presiding.  I 

Present :  Senators  Hollis  and  Owen,  and  Representatives  Bulklij,  | 

Stone,  Seldomridge,  Weaver,  Bagsdale,  Woods,  and  Piatt 

Senator  Hollis.   i  ou  may  proceed,  Mr.  Lennox. 

STATEMENT  OF  JOHN  LENNOX,  OF  COLOBADO  SPSINQS,  COLOr 

Continiied. 

Mr.  Lennox.  Mr.  Chairman  and  gentlemen,  just  to  smnmariii 
what  was  given  yesterday,  and  having  in  mind  the  fact  that  Coloradft 
is  a  new  State  with  new  and  diversified  conditions  of  industry,  soL 
and  altitude,  and  with  a  general  condition  of  limited  rainfall  and 
moisture,  and  that  unfortunately  its  large  rivers  flow   westward 
and  therefore  are  not  available  for  the  eastern  portion  of  the  State, 
which  is,  by  natural  conditions,  so  well  fitted  for  dairying,  poulbcj- 
ing,  and  diversified  stock  raising,  it  is  estimated  that  of  our  66,560,000 
acres  of  land  in  Colorado  not  more  than  4,000,000  can  be  brought 
under  irrigation  under  now  known  methods.    The  remaining  acreaa 
is  generally  classified  as  44,160,000  acres  of  grazing  and  timT)er  lancL 
leaving  18,400,000  acres  that  are  classified  as  dry  land.     Of  this  land 
perhaps  12,000,000  acres  are  to  be  found  in  this  particular  section 
of  which  we  are  speaking,  in  eastern  Colorado,  so  that  it  becomes  a 
problem  to  successfully  people  this  great  area  and  induce  such  lines 
of  industries  as  will  enable  them  to  make  a  profitable  way  on  that 
land. 

We  believe  that  we  have  solved  the  problem  up  to  the  point  of 
financing  it ;  that  the  lines  of  industry  selected  by  us  and  by  all  who 
have  studied  the  situation,  namely,  dairying,  poultrjring,  and  diver- 
sified stock  raising,  and  the  raising  of  forage  crops,  especially  for 
our  limited  rainfall  and  adapted  to  the  feeding  of  stock  being  raised, 
is  the  program  which  will  work  successfully  every  year.  And  when 
the  silo  is  added  to  this,  we  have  almost  an  insurance  proposition 
that  the  farmers  shall  be  successful  and  always  have  their  feed. 

That  brings  us  practically  to  the  problem  that  you  gentlemen  are 
considering;  that  is,  the  problem  of  how  to  finance  the  farmer  to 
give  him  such  assistance  as  will  enable  him  to  make  use  of  the  oppor- 
tunities which  are  in  this  and  other  sections.  The  loan  plan  is  what 
I  shall  come  to.  And  for  our  people,  for  our  conditions,  it  seems  x&r/ 
certain  that  there  must  be  two  classes  of  loans,  namely,  the  land  loan 
or  the  mortgage  loan  and  the  chattel  loan. 

But,  dealing  first  with  the  land  loan  or  the  mortgage  loan,  in  the 
work  we  have  been  doing,  we  have  placed  restrictions  upon  those 
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bicli  I  see  are  also  placed  upon  the  plans  elsewhere  in  European 
>antries,  and  also  contemplated  in  this  bill  which  you  have  before 
ou.  We  have  required,  and  I  believe  the  measure  is  a  wise  and 
lecessary  one,  that  these  loans  shall  be  made  for  development  or 
oreative  purposes^  that  this  is  fundamental;  that  they  should  be 
Hade  for  such  a  time  period  as  will  enable  the  farmers  to  meet  them, 
r  do  not  believe  that  any  such  time  as  is  provided  for  in  European 
countries  should  be  considered  in  this  country.  I  believe  that  it  is 
aecessary,  and  perhaps  I  would  be  disposed  to  place  a  shorter  time 
Uian  what  has  oeen  contemplated  in  this  bill.  In  the  majority  of 
eases  I  believe  that  a  loan  should  be  made  for  not  to  exceed  20  years, 
hnd  I  am  not  quite  sure  but  10  years  would  answer  the  purpose.  •  Our 
possibilities  for  repayment  are  greater  when  the  opportunity  is  given 
lor  the  farmers  to  carry  out  their  plans.  These  loans  should  be 
made  upon  a  conservative  basis.  There  is  a  certain  per  cent  of 
ftirmers  everywhere  who  are  willing  to  overburden  themselves  and 
'Would  do  so  if  they  had  an  opportunity,  but  the  industrious,  the 
honest  energetic  farmers  will  be  able  to  get  upon  their  feet  with  a 
limited  loan;  and  the  struggle  it  may  be  called,  which  may  be  re- 
quired for  them  to  do  this,  will  be  a  benefit  rather  than  a  detriment. 
We  rise  by  the  things  which  we  put  under  our  feet,  and  so  do  our 
hrmers. 

The  chances  of  failure  would  be  greatly  eliminated  by  making 
nnall  loans.  In  our  section,  perhaps,  a  loan  in  many  cases  of  $1,000 
irould  be  suflScient  to  get  the  farmer  on  his  feet,  and  if  the  fund  is 
in  any  way  limited 

Mr.  Woods  (interposing).  Mr.  Lennox,  what  size  farm  would 
that  be? 

Mr.  Lennox.  Three  hundred  and  twenty  acres. 

Mr.  Woods.  $1,000  on  3  acres? 

Mr.  Lennox.  Yes. 

Mr.  Woods.  What  would  be  the  value  of  the  farm — the  cash 
market  value? 

,  Mr  Lennox.  About  $3,000  at  present  prices.  Assuming  that  the 
money  available  might  be  somewhat  limited,  this  gives  the  oppor- 
tanity  for  a  principle  which  we  believe  in  as  a  wise  one  for  all,  which 
we  have  been  doing,  namely,  a  wise  distribution  of  available  funds. 
In  other  words,  if  we  have  $10,000  to  loan  we  believe  it  is  better  to 
ban  it  to  20  farmers  at  $500  apiece  than  it  is  to  loan  it  to  10  farmers 
It  $1,000  apiece,  and  leave  the  remaining  10  with  absolutely  nothing. 

A  secona  feature  which  would  be  essential  is  that  which  has  been 
3nphasized  here  of  amortization  or  the  partial-payment  plan.  Our 
wn-loan  bank  has  adopted  that  plan  and  so  far  as  we  are  able  to  ^o 
k  has  worked  well,  and  the  need  of  a  fund  which  can  be  handled  in 
bat  manner  is  all  the  more  apparent  when  we  come  to  consider 
bat  all  private  loans  are  made  for  a  definite  time.  I  have  been 
adeavormg  to  secure  private  funds  to  supplement  our  farm-loan 
onds,  and  I  fiiid  that  people  at  once  who  have  some  money 
)  loan  insist  it  shall  be  loaned  for  a  definite  period,  say  three  or  five 
ears,  and  will  not  permit  the  privilege  of  repayment  at  any  time. 
hat  disturbs  their  plans  and,  as  a  consequence,  the  farmer  goes  on 
irgetting  and  the  day  of  judgment  comes  too  suddenly,  and  he  is 
jb  prepared  to  meet  it;  where,  with  a  partial  payment,  the  amorti- 
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zation  plan,  he  is  taking  care  of  it  as  he  goes  along.  And  our 
farmers  are  proud  to  be  doing  something,  accomplishing  something- 
the  best  of  them.  If  they  can  see  the  debt  decreasing  it  becomes  it 
once  a  sort  of  encouragement,  and  they  will  do  better  things,  becaui 
of  that  encouragement  which  is  coming.    I  believe  that  is  basic. 

Mr.  Woods.  Mr.  Lennox  could  this  farmer  who  owns  a  380-»c» 
farm  worth  $3,000  secure  a  loan  at  the  present  time? 

Mr.  Lennox.  No,  sir. 

Mr.  Woods.  Not  at  any  reasonable  rate? 

Mr.  Lennox.  He  could  not  secure  a  loan  of  that  amount  at  anf 
rate. 

Mr.  Woods.  For  $1,000? 

Mr.  Lennox.  For  $1,000.    He  is  asking  for  it. 

Mr.  Woods.  Are  these  farms  improved  and  lived  upon  by  tin 
owners? 

Mr.  Lennox.  Every  farmer  will  improve  with  some  sort  of  i 
residence  and  usually  some  sort  of  a  shelter  for  a  bam.    In  many 
cases  they  have  a  well  and  a  windmill  and  a  pump,  and  ttiey  are  : 
fairly  well  provided  for  living  in  a  fashion. 

Mr.  Woods.  You  have  few  tenants  out  there? 

Mr.  Lennox.  We  have  few  tenants  out  there ;  they  are  almost  lO 
landowners. 

Mr.  Woods.  How  much  could  a  farmer  borrow  on  a  farm  actually 
worth  $3,000  cash? 

Mr.  Lennox.  There  are  a  few  who  are  loaning  as  high  as  $WD 
and  $700,  but  this  is  secured  with  great  difficulty,  however. 

Mr.  Woods.  At  what  rate  of  interest? 

Mr.  Lennox.  Usually  10  per  cent;  sometimes  8. 

Mr.  Woods.  Are  the  farms  very  well  stocked  out  there — that  is, 
do  the  farmers  have  ample  machinery,  wagons,  horses,  and  cattle! 

Mr.  Lennox.  No;  our  farmers  are  really  under  a  great  disadvan* 
tage  and  have  to  make  use,  the  best  use  they  can,  of  machinery  which 
they  have.  It  is  very  limited  and  not  always  adequate.  "Hie  ccm- 
ditions  will  not  permit  them  to  do  what  they  would  like  to  do.  Yet 
with  what  they  have  on  hand  they  are  able  to  carry  on  their  in- 
dustries. 

Mr.  SELDOMRrooE.  Mr.  Chairman,  in  this  connection  I  would  lito 
to  have  the  privilege  of  inserting  in  the  hearings  a  statement  show- 
ing the  actual  production  in  this  area  Mr.  Lennox  has  been  speakinff 
about.  He  will  get  that  when  he  returns  and  send  it  to  me.  jt  woula 
like  to  show  the  committee  the  actual  number  of  cars  of  grain  thai 
have  been  shipped  and  what  has  been  raised  and  cultivated  in  that 
area  during  the  past  few  years  by  these  very  people  under  the  condi- 
tions which  he  has  mentioned. 

Mr.  Lennox.  And  the  cream. 

Senator  Hollis.  You  may  insert  that  in  the  record. 

Mr.  I^NNOx.  Passing  from  the  first  class  of  loans,  the  land-moit- 
ffage  loan,  to  what  I  have  designated  as  the  emergency  or  chattel 
loans,  these  loans  will  be  made  necessary  by  conditions  which  alt 
constantly  arising.  Take,  for  example,  this  winter:  Our  farmtfS 
were  prepared  with  a  fair  supply  of  feed  for  their  stock,  as  thef 
believed,  and  under  ordinary  conditions  perhaps  could  have  tftkieft 
care  of  their  stock  until  grass  comes.    But  on  the  2d  day  of  Decern- 
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:  a  snow  came  which  was  general  all  over  our  State,  and  varied  in 
pth  from  2  to  6  feet.  A  portion  of  that  snow  is  on  the  ground  at 
d  present  time  in  eastern  Colorado,  and  it  has  been  necessary  for 
e  farmers  to  keep  their  stock  a  great  portion  of  that  time  in  the 
ffnyard  and  feed  them.  As  a  result  their  feed  has  become  ex- 
iusted  in  many  cases,  and  it  is  necessary  for  them  to  secure  some 
iditional  feed.  They  have  not  the  money  to  buy  it;  they  can  not 
lake  short-time  loans. 

Then  there  is  the  fattening  of  hogs.  They  get  them  up  almost  to  the 
oint  where  they  are  ready  to  market  them,  perhaps  within  30  days 
f  the  time  they  are  ready  to  market  them,  and  the  feed  is  exhausted 
nd  they  have  almost  as  yet  no  credit.  They  must  sell  those  hogs 
t  a  disadvantage,  weighing  perhaps  150  pounds,  when  they  could 
ring  them  up  to  200  pounds,  and  could  do  do  so  within  another 
lonth's  feeding,  or  about  that.  And  they  need  this  additional  feed 
3  continue  the  fattening  of  their  hogs.    It  is  very  necessary. 

Some  are  not  prepared  to  carry  through  the  entire  year's  work 
dih  the  funds  on  hand,  and  will  need  a  little  assistance  in  the  crop- 
ing  season,  and  will  be  able  to  repay  that  when  the  crops  are  raised. 
Tiere  of  course  has  been  sickness  here  and  there,  requiring  an  ex- 
enditure  that  they  had  not  provided  for,  and  there  is  no  way  in 
rhich  to  get  that  money  except  by  going  to  a  loan  shark  and  paying 
ie  price  of  3  to  5  per  cent  a  month. 

So  that  we  believe  that  a  chattel  loan  to  take  care  of  conditions  of 
lis  kind,  to  supplement  the  land  loan,  is  necessary. 

In  addition  to  what  I  have  stated,  they  are  all  anxious  to  buy 
3WS,  and  when  a  farmer,  after  three  or  five  years'  residence  on  a 
omestead,  has  been  living  under  very  close  conditions  and  unable 
1  some  cases  to  meet  his  entire  obligations,  he  is  prepared  to  make 

loan  when  he  secures  title — this  land  loan — and  it  may  not  be 
ifficient  to  do  the  things  which  he  thinks  necessary  to  be  done, 
md  there  will  be  a  little  money,  perhaps,  still  due  after  he  has 
lade  his  loan,  and  he  is  not  able  to  buy  the  number  of  cows  he  would 
ke  to  have;  but  by  making  a  combination  plan  of  giving  him  what 
!  a  fair  and  just  amount  upon  his  land  and  supplementing  that 
ith  a  chattel  loan,  for  which  he  shall  give  ample  security  on  the 
)ws  bought  and  also  on  some  which  he  may  have  on  hand,  he  is 
)le  to  get  the  necessary  amount  of  money  to  finance  him  and  put 
im  upon  his  feet  by  that  combinatioi^  plan,  which  he  would  not  be 
)le  to  do  under  the  other.  These  loans  should  not  be  to  exceed  one 
lar  in  time. 

One  other  point  in  reference  to  these  loans  it  seems  to  me  to  be 
icessary  is  that  these  two  loans,  the  farm-land  loan  and  the  chattel 
an,  shall  constitute  and  embrace  the  farmer's  entire  indebtedness 

provide  the  current  expenses  which  he  may  have  to  meet.  The 
a.son  for  that  is  this :  It  under  stress  of  circumstances  he  is  rom- 
Iled  to  go  to  a  loan  shark  or  some  outside  -source,  he  will  have  to 
J  a  very  high  rate  of  interest,  and  that  at  once  interferes  with 
d  jeopardizes  the  land  loan  and  also  the  chattel  loan;  so  that  by 
ne  nrriingement,  when  that  man  is  financed  under  this  plan,  it 
Mild  represent  all  the  indebtedness  which  he  has ;  and  if  an  emer- 
flcy  arises  the  relationship  between  the  organization  furnishing 
a  money,  or  individuals,  and  the  farmer  should  be  such  that  the 
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farmer  could  go  and  state  his  case  frankly  and  secure  that  whkh 
was  necessary  to  take  care  of  the  emergency  which  had  arisen. 

Now,  I  believe,  gentlemen,  with  that  general  outline  I  have  placed 
before  you  the  plan  which  would  seem  to  me  to  give  the  best  resolti 
to  meet  the  necessities,  financial  necessities,  and  needs  of  our  farmen 
How  this  shall  be  worked  out,  as  I  have  stated,  I  am  not  able  to 
say,  but  if  there  are  points  which  I  have  not  made  clear  I  will  bl 
very  glad,  of  course,  to  give  further  light  as  far  as  I  can. 

Mr.  Platt.  Mr.  Lennox,  the  very  interesting  plan  you  told  us  of 
the  story  of  how  you  helped  these  farmers  through  tne  cooperatka 
of  the  cnamber  of  commerce  is  practically  a  plan  of  cooperation  be- 
tween the  city  and  the  country.  Would  you  think  that  that  plin 
between  small  cities  and  the  surrounding  farms  would  be  better  thn 
a  plan  of  personal  credit,  for  instance,  originating  with  the  itawm 
themselves,  or  would  you  say  that  perhaps  is  the  only  way  it  could 
be  done? 

Mr.  Lennox.  I  believe  in  our  particular  locality  the  matter  might 
be  handled  in  the  way  in  which  you  suggest,  namely,  that  Colorw 
Springs  should  cooperate  in  furnishing  the  necessary  credit  in  some 
plan  which  may  be  worked  out,  and  I  believe  our  people  would  look 
with  favor  upon  anything  of  that  kind.  And  our  farmers  would  also 
be  willing  to  cooperate,  because,  I  think,  by  this  time  we  have  per- 
haps gained  the  confidence  of  the  farmers. 

Mr.  Platt.  Wouldn't  you  say  it  would  be  a  necessary  and  proper 
thing  for  the  small  city  which  is  more  or  less  in*  close  touch  wiA 
the  farming  community  to  do  something  such  as  you  have  outlinedt 

Mr.  Lennox.  Yes;  if  you  can  eliminate  the  barbarous  selfishneai 
which  has  been  eliminated  to  some  extent,  and  get  these  business  mcB 
and  bankers  to  look  broadly  upon  the  proposition  and  for  the  time 
being  to  lay  aside  their  selfishness  and  disposition  to  rob. 

Mr.  SELDOMRrooE.  I  think  Mr.  Platt  means  there  would  be  an  in* 
direct  benefit  to  the  community  from  the  development  of  the  country. 

Mr.  Platt.  That  is  the  idea. 

Mr.  SELDOMRrooE.  Rather  than  the  mere  return  in  interest  on  any 
money  that  might  be  loaned. 

Mr.  Platt.  The  idea  is  the  chambers  of  commerce  or  the  boards  of 
trade,  of  whatever  you  call  them,  in  many  of  the  small  cities  will 
perhaps  be  willing  to  organize  such  a  scheme  as  this  for  the  sake  of 
the  benefit  which  it  might  be  to  their  towns  through  the  trade  they 
would  get  by  making  the  farmers  more  prosperous. 

Mr.  Lennox.  I  think  you  are  right.  Our  commerce  body  has  beca 
willing  to  do  those  things  along  these  lines,  and  I  think  you  might 
be  able  to  do  it  everywhere. 

Mr.  Bulkley.  Are  you  assuming  now  an  organization  such  iS 
provided  for  in  the  Fletcher-Moss  bill?  Is  that  the  sort  of  organ- 
ization you  have  been  talking  about? 

Mr.  Lennox.  I  do  not  quite  understand  that 

Mr.  Bulkley.  You  were  just  discussing  the  organization  yoor 
people  would  subscribe  to,  and  T  am  asking  you  now  what  sort  of 
an  organization  you  are  assuming. 

Mr.  Lennox.  In  the  past,  as  I  have  stated,  it  has  been  more  of  • 
seed-and-feed  fund  than  a  farm  loan.  It  has  been  temporary.  Bud^ 
that  same  spirit  might  prompt  cooperation  with  the  farmers  on  thi 
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of  business  men  of  Colorado  Springs  in  carrying  out  such  a 

as  you  are  contemplating  here. 
r.  BuLKUBY.  So  that  you  think  there  would  be  subscriptions  to 
:^apital  stock  of  such  Imnks  as  are  proposed  in  the  bill  ? 
J.  Lennox.  I  think  so. 

mator  Hollis.  Of  course  the  moving  factor  in  the  situation  you 
ribed  to  us  yesterday  was  really  sympathy — ^the  desire  on  the 
r  of  those  men  to  aid  at  the  start. 

T.  Lennox.  Yes;  at  the  begnning,  the  seed  and  feed  fund  was 
anthropic. 
3nator  Hollis.  And  unless  those  needs  were  so  acute  that  there 

actual  suffering,  a  man  might  not  be  prompted  to  subscribe  to 
capital  stock  of  a  farm  bank  but  might  oe  prompted  to  subscribe 

relief  fund, 
jr.  Lennox.  In  all,  this  success  of  the  seed  and  feed  movement 

also  the  farm  loan  has  been  so  great  that  our  business  men  are 

encouraged,  I  believe,  to  take  the  broadest  view  of  the  situation 

good  businesspolicy. 
[r.  BuLKLEY.  What  you  mean  is  that  their  experience  in  that 
:ure  would  pave  the  way  for  banks  such  as  are  here  proposed? 
[r.  Lennox.  Yes. 

[r.  Seldomkidge.  It  would  be  just  as  much  of  a  benefit  to  a  com- 
lity  agriculturally  situated  to  develop  the  agricultural  possibil- 
{  surrounding  it  as  it  would  be  to  devwop  the  manufacturing  pos- 
lities  surrounding  some  other  community? 
[r.  Platt.  I  should  thing  so. 

[r.  Lennox.  Just  to  illustrate  that,  up  to  that  time  there  was  ab- 
tely  no  relationship,  nothing  in  common,  apparently,  between 
farmers  and  the  business  men,  and  farmers  came  in  on  that  seed- 
-feed  occasion  who  had  never  been  to  Colorado  Springs  and  did 
know  the  streets,  and  floated  around  here  and  there.    And  they 

no  reason  to  be  drawn  to  Colorado  Springs  as  their  trading 
it,  while  now  the  farmers  are  coming  in  from  out  near  the 
em  portion  of  our  county  from  away  out  in  Peyton  and  Elbert, 
stance  of  from  50  to  70  miles,  to  trade  in  Colorado  Springs.  And 
ive  in  a  paper  here,  I  did  not  read  it,  the  testimony  of  one  of  our 
iness  men,  for  instance,  a  grocer,  Mr.  Hemenway,  who  speaks  of  a 
;e  increase  in  his  business  which  has  come  by  reason  of  those 
:em  farmers  coming  in,  which  was  prompted  by  the  seed-and- 
1  movement. 

Ir.  SELDOMRrooE.  I  would  like  to  ask  you  if  there  has  been  any 
J  in  the  settlement  of  the  country  or  development  of  it  through 
k  of  a  financial  a;gency — if  there  has  been  any  movement  away 
m  the  country  on  account  of  the  inability  to  secure  financial  sup- 
1 

•fr.  Lennox.  The  movement  away  from  our  country  has  been 
rked  during  the  past,  especially  the  period  from,  we  will  say,  1890 
1910,  and  has  been  occasioned  by  two  reasons :  One  was  the  lack 
knowledge  of  the  country  into  which  they  had  come  and  the 
hods  necessary  to  be  employed  in  the  carrying  on  of  their  opera- 
is;  and  the  other  was  the  limited  amount  of  money  which  they 

when  they  came  there  and  the  fact  that  they  had  spent  all  they 

and  now  were  unable  to  secure  further  assistance.  That  may  be 
advantage  in  the  long  run,  because  it  has  emphasized  the  thing 
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they  had  overlooked,  that  they  must  reckon  with  the  conditioDS  it 
that  country ;  and  money  possibly  put  in  there  in  the  past,  until  thif 
educational  work  had  been  begun,  would  have  been  jeopardized^ 
But  now,  under  this  program  we  will  develop  a  system  of  providii^ 
in  that  section,  by  insurance,  the  loans  that  are  made ;  and  yet  manj, 
in  the  meantime,  have  moved  away  because  of  lack  of  financial  aiA 

Mr.  Seldomridge.  Have  you  anything  to  suggest  along  the  line  ci^ 
requiring  a  man  under  these  conaitions.  to  adopt  certain  methods  q( 
development  that  have  been  tried  ?     That  is,  wnere  the  man  secuwd 
money  on  his  farm,  that  he  should  agree  to  pursue  a  certain  mcthodl 
of  farm  development  that  has  been  worked   out  successfully  m 
others  ?  1 

Mr.  Lennox.  Yes,  sir.  In  the  agricultural  work  which  is  beinffj 
done  under  the  direction  of  the  county  agent  and  also  the  agricultom 
committee  of  our  chamber  of  commerce  it  has  been  required  that 
these  men  receiving  this  financial  assistance  shall  follow  those  liiM 
of  industry  which  are  known  to  be  successful.  And  our  county  ageift 
makes  it  a  part  of  his  business  to  see  that  those  men  are  following  tfai 
methods  that  are  safe  for  that  particular  region.  So  that  I  feel  now 
that  money  put  in  there  becomes  much  safer  than  it  would  have  beei 
in  the  past  or  could  be  now  except  for  the  educational  cooperatioBii 
You  gentlemen  are  perfectly  familiar  with  your  losses  in  this  countrTi 
and  I  am  inclined  to  believe  that  within  a  few  miles  from  Washing* 
ton  valuable  lessons  might  be  given  in  farming.  The  soil  seems  iiB* 
poverished  here.  We  are  trying  to  profit. by  the  experience  of  tht 
eastern  section  and  insisting  upon  dairying  and  stock  raising  and  t 
forage  crop  raising,  not  only  as  the  line  of  industry  adapted  to  that 
rcjgion,  but  the  lines  of  industry,  the  combinations,  so  to  speak,  whick 
will  prevent  the  impoverishment  of  the  soil  which  has  occurred  in 
your  section  and  give  them  a  continuously  productive  soil  instead  ol 
what  I  see  you  have  here. 

STATEMENT  OF  EDWAED  N.  BEEITXTNO,  MTNINO  EHODnSEB,  Of 

MAEQVETTE,  MICH.  i 

Senator  Hollis.  State  your  name,  residence,  and  occupation  for 
the  record.  ] 

Mr.  Breitung.  Edward  N.  Breitung,  Marquette,  Mich.  My  worit] 
is  mining  engineer,  and  my  office  address  is  11  Pine  Street,  New  York 

Now,  I  do  not  want  to  say  anything,  gentlemen,  about  land  credit^, 
because  you  are  familiar,  and  more  so  than  I  am,  with  that  featureij 
JjUv  what  I  want  to  address  myself  to  is  the  opportunity  of  having  iti 
done  within  a  reasonable  time — that  is,  in  tafeing  conditions  as  wt, 
find  them  now.  If  we  had  ordinary  times  before  us  for  the  next  llj 
years,  I  would  say  that  we  could  adopt,  almost  bodily,  Europei^l 
conditions.  But  we  must  consider  the  fact  that  we  first  have  lb 
satisfy  the  farmer,  because  he  will  not  take  to  this  easily,  at  least  thi 
experience  I  have  heard  from  men  who  are  familiar  with  the  subjefll. 
and  mine  is  the  farmer  never  takes  to  anything  new  easily.  So  he  oMj 
got  to  be  reckoned  with.  We  have  got  to  satisfy  and  make  it  attraM 
tive  for  him.  j 

And  then  we  have  got,  as  the  other  gentleman  said  here,  the  haidk 
heartedness  of  the  investing  capitalists  to  deal  with.  He  is  m 
changed  any.  He  is  going  to  be  the  same  as  in  all  ages.  Therefeii 
we  have  got  to  satisfy  him  in  some  way. 
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id  then  we  have  the  third  and  still  harder  problem  of  making 
kind  of  security  attractive  to  our  own  peo^e.  They  know  noth- 
about  it.  It  IS  a  new  thing  to  them.  They  may  hang  back 
>st  as  far  as  the  farmer. 

^  what  I  wish  to  say  is  along  the  practical  lines  of  this  kind. 
;  seems  to  me  that  in  order  to  make  it  attractive  to  the  farmer 
ought  to  have  these  banks — the  land-credit  and  the  personal- 
Lit — in  one,  because  it  would  cheapen  their  operation  a  great 

enator  Hollis.  You  mean,  when  they  are  looking  up  a  man  to 
whether  he  is  worthy  to  have  a  long-time  loan  they  could  satisfy 
nselves  as  to  whether  he  is  worthy  to  have  a  short-time  loan? 
[r.  Bkeitung.  Yes ;  they  could  satisfy  themselves  as  to  their  secur- 
for  a  short-time  loan  at  the  same  time.  And  why  have  two  insti- 
ons  do  the  same  thing?  That  is  the  starting  point;  and  also,  if 
f  had  the  one  institution  doing  this  same  thin^,  he  would  be 
ired  of  money  at  a  reasonable  price,  because  an  institution  that 
Id  carry  out  the  land  loan  could  not  stoop  to  taking  usurious 
trest.  They  might  like  to  take  it,  but  they  could  not  take  it  from 
I,  because  if  they  were  loaning  him  on  a  long-time  loan  at  a  low 
)  of  interest  it  would  not  look  reasonable. 

enator  Hollis.  It  would  look  unreasonable  to  make  a  long-time 
1  at  5  per  cent  and  a  short-time  loan  at  10  per  cent? 
[r.  BKErruNO.  Yes.  They  could  not  do  it;  it  would  be  very  unrea- 
able.  And.  for  instance,  the  farmer  would  be  better  satisned  to  be 
8n  care  of  oy  one  set  of  men,  especially  if  the  set  of  men  he  made 
»lication  to  were  responsible  and  were  not  trying  to  grab  his  land, 
"hat  leads  me  up  to  the  point  I  think  it  is  entirely  unnecessary 
lave  mortgage  foreclosure.  I  know  that  soimds  peculiar,  but  let 
consider  the  case.  A  banker  does  not  want  land ;  that  is,  the  real 
ker.  He  wants  his  money  back  with  interest.  When  he  takes 
i — ^the  property — ^it  has  got  to  be  forced  on  him,  probably.  An- 
er  thing,  if  we  have  the  proper  kind  of  contract  with  the  farmer, 
I  do  not  loan  him  too  much  money,  how  can  the  banker  lose  by 
ply  becoming  trustee  for  the  man  when  he  becomes  short  on  his 
jr^  or  short  on  his  principal,  say  for  a  year  or  two?  Now,  when 
y  beccxne  trustees  they  are  in  a  delicate  position.  He  has  got  to 
the  right  thing  as  the  cestui  que  trust,  whether  he  wants  to  or  not 
?hat  at  first  looks  a  little  startling,  but  if  we  go  back  long  ages 
i,  in  the  old  Roman  law,  almost  too  far  back  for  me  to  mention — 
it  will  be  found  in  some  of  the  law  books — we  find  when  a  man 
k  a  mortgage  on  the  land  he  took  the  land  and  worked  out  the 
t,  and  wnen  the  debt  was  worked  out  he  handed  him  back  the 
n.  We  would  do  this  a  little  differently.  If  he  got  back  in  his 
rest  and  principal  payments,  we  would  put  somebody  in  there  to 
k  out  the  debt  just  lar  enough  so  as  to  catch  up  the  payments  that 
back,  and  when  we  catch  up  the  interest  ana  principal  that  has 
>nie  in  arrears  then  he  would  be  reinstated.  Now,  that  would 
)  an  opportunity  to  the  man  and  do  a  great  deal  of  good  and  be 
sictive.  Swnetimes  a  man  might  be  a  very  hard-working  man. 
he  might  have  a  year  or  two  of  very  bad  crops,  and  instead  or 
ag  to  mis  farmer,  "  This  farm  does  not  belong  to  you  any  more," 
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they  might  say  to  this  man — they  might  even  rent  him  his  farm  bftcL 
if  he  was  the  right  kind  of  a  man — ^if  they  saw  he  was  the  right  kind 
of  a  farmer,  but  through  misfortune  or  something  unforeseen  iM 
had  gotten  in  arrears  in  his  payments,  they  mi^ht  even  rent  the  mai 
his  own  farm,  so  that  he  could  work  it  out  and  get  it  back  in  two  or 
three  years.  But  if  he  was  a  man  who  was  worthless  and  was  not 
worthy  of  their  doing  this,  they  would  get  some  worthy  man  to  go 
in  there,  and  in  time  the  mortgagor  would  get  it  back. 

Senator  IIollis.  That  means  you  would  have  to  have  a  strong  ibr 
cretion  in  some  one. 

Mr.  Breitung.  Yes;  it  does. 

Senator  Hollis.  To  whom  would  you  confine  that? 

Mr.  Breitung.  I  would  confine  it  to  getting  the  second  and  thirilj 
younger  sons  of  the  farmers  from  Europe.  I  happen  to  know,  ta-j 
cause  I  go  to  Europe  frequently — a  great  deal  of  mining,  as 
know,  is  done  by  capital  on  the  other  side — so  I  have  become 
familiar  with  the  conditions  over  there.  The  older  son  over 
inherits  everything,  and  there  would  often  be  younger  sons  whpj 
would  be  glad  to  come  to  this  country  if  they  saw  an  opening.  Thow 
are  the  men  that  I  would  bring  here  to  get  to  work  out  suoi  a  ftriB 
as  that,  and  they  would  be  willing  to  do  that,  if  they  could  see  ai 
opportunity  afterwards  with  the  money  they  had  saved  as  rentert 
on  these  farms  to  get  land  of  their  own.  And  in  that  way  we  wooM 
bring  a  class  from  Europe  which  we  now  know  very  little  of— flu 
class  that  does  not  usually  come. 

Mr.  BuLKLEY.  You  mean  to  say  these  imported  farmers  cooM 
work  a  farm  out  of  debt  where  an  American  had  failed,  and,  at  thi 
same  time,  save  up  enough  money  to  buy  land  of  their  own  ? 

Mr.  Breitung.  Yes.    That  is  just  what  I  mean. 

Mr.  BuLKLEY.  Where  do  you  think  you  would  find  them. 

Mr.  Breitung.  France,  Germany,  Holland,  and  Belgium  are  M 
of  them.  In  other  words,  they  make  their  livings  on  farms  over  thcrt 
that  our  men  would  not  think  worth  looking  at.  And  then  they  irt 
trained  in  saving.  Our  farmers,  and  all  of  our  people  in  evetj 
class — it  is  not  one  class,  but  every  class — throw  away  more  than  tkif 
require  to  live  on.  It  is  not  the  fault  of  our  people;  it  has  hem  tw 
way  they  have  gone  along  in  that  direction.  I  am  one  of  them,  and! 
probably  one  of  the  worst  offenders,  but  that  is  true. 

Senator  Hollis.  My  question  was  addressed  not  so  much  to  thi. 
agent  you  would  put  in  charge,  but  to  the  person  who  would  halt; 
the  discretion  of  saying  whether  a  man  ought  to  have  another  chance.' 
Would  that  be  the  bank  itself  ?  ; 

Mr.  Breitung.  That  would  be  the  bank  itself.  ! 

Senator  Hollis.  They  would  have  it  because  their  money  is  in- 
vested? 

Mr.  Breitung.  Because  their  money  is  invested. 

Senator  Hollis.  You  could  not  take  care  of  that  very  well  lif 
statute? 

Mr.  Breitung.  Except  in  this  way:  You  would  require  a  ccrtwi 
number  of  directors  to  see  that  a  man  who  was  worthy  was  gittf 
a  fair  chance. 

Senator  Hollis.  I  do  not  see  how  any  one  except  a  GovemnMiii 
representative  could  exercise  that  discretion  fairly.  Perhaps  ttaj 
might  be  expected  to. 
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-Cr.  Bbeitung.  Yes;  they  could  be  expected  to,  because  the  bank 

aid  know  everybody,  more  or  less,  was  inclined  to  their  side,  and 

.t  is  the  reason  why  it  would  be  a  good  thing  to  have  some  of  them 

ectors. 

Senator  Hollis.  Have  you  considered  the  value  of  some  central 

ly  among  these  local  banks? 

At.  BBEmjNG.  Yes. 

Senator  Hoixjs.  Do  you  favor  that  ? 

dr.  Bbeitung.  I  favor  it  for  this  reason:  It  is  the  impression  it 

uld  have  upon  the  public  at  large,  here  and  abroad. 

!^ow,  I  am  approaching  the  idea  of  selling  these  debentures,  which 

rery  important  and  is  really  going  to  be  one  of  the  hardest  things. 

is  a  ver^  peculiar  thing,  but  I  see  it  so  often  in  ^nancin^  enter- 

.ses — it  IS  not  always  so  much  what  a  thing  is,  as  it  is  the  impres- 

n  it  makes  on  the  public,  whether  it  will  take  or  not.    Now,  if 

^se  debentures  were  put  out  in  such  a  way  that  a  man  who  would 

7  "  Oh,  I  do  not  think  they  are  so  good ''  would  be  held  down,  it 

►uld  go  a  might  long  way  toward  disposing  of  them  in  large 

antities. 

Now,  in  order  to  do  that  there  has  got  to  be  some  big  organiza- 

»n  that  people  will  respect,  not  in  Dakota,  but  that  they  will 

spect  in  Washington  or  California  or  Michigan   or  any   other 

ice — something  that  when  it  is  mentioned  it  is  not  open  to  doubt 

lether  a  debenture  is  good.    And  especially  when  we  go  abroad 

sell  them  in  Europe,  we  could  go  to  France,  we  could  go  to 
igland,  we  could  go  to  Scotland — and,  in  fact,  a  great  many  of  our 
bentures  are  already  bought  in  Scotland — and  we  could  go  to  those 
untries  if  we  had  a  collection  of  small  banks  under  one  central 
stitution.  For  instance,  you  might  take  a  banker,  one  of  the 
rge  banks  here  in  Washington,  and  he  might  have  the  very  best 
nk  security  possible.  Suppose  he  might  go  to  Europe,  it  would 
I  impossible  for  him  to  get  a  hearing,  because  he  would  not  repre- 
nt  an  institution  which  was  larse  enough  to  inspire  confidence. 
KJond,  if  he  got  a  hearing,  it  is  doubtful  when  it  would  take  the 
ouble  to  arrange  with  him  for  the  securities.  If  that  was  some 
rge  institution,  that  would  be  easy.  We  might  even  have  four 
rectors  on  the  board  representing  some  of  those  large  European 
terests. 

Now,  I  know  that  does  sound  peculiar,  but  they  feel  a  good  deal 
I  we  do.  For  instance,  take  the  case  of  our  railroad  bonds  sold  in 
urope.  They  were  sold  by  getting  men  to  come  over  and  act  as 
rectors,  ex-officio,  on  those  railroads,  and  coming  over  and  see- 
g  that  they  were  all  right.  We  might  handle  that  in  the  same 
ly  they  do  four  or  five  insurance  companies.  Some  of  you  gentle- 
5n  are  familiar,  perhaps,  with  the  fact  that  some  o{  the  great 
surance  companies  have  boards  of  directors  in  evgry  State  out- 
ie  of  their  regular  board. 

Senator  Hollis.  That  is  a  sort  of  a  branch  bank? 
Mr.  Breitung.  Yes ;  the  same  sort  of  an  arrangement. 
It  would  be  necessary  to  give  a  wide  confidence  to  these  deben- 
fes,  because  it  is  not  a  question  of  selling  $200,000  or  $1,000,000 
►rth  of  debentures,  but  a  question  of  selling  billions  of  dollars 

these  securities  if  you  want  to  do  any  real  good.    While  it  is 
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easy  enough  to  talk  of  selling  a  billion  of  dollars  of  securities,  it 
is  quite  hard  to  dispose  of  that  amount. 

Senator  Hoixis.  It  seems  to  me  rather  improbable  there  will  be 
one  central  bank  of  any  kind  established  by  this  Congress.  Now, 
it  has  been  proposed  that  these  organizations  might  be  coterminous 
with  the  States. 

Mr.  Bkbituno.  That  could  be  done. 

Senator  Hollis,  I  wish  you  would  discuss  it  in  that  view,  and 
prabably  with  reference  to  having  them  coterminous  with  the  Fed- 
eral reserve  districts. 

Mr.  Bkettung.  I  do  not  see  why  you  could  not  The  only  thmg 
I  would  like  to  see  is  that  you  nave  them  large  enough  so  whed 
we  go  over  there  they  will  think  it  is  worth  while  and  would  con- 
sider it.  We  want  to  get  real  consideration.  That  is  one  of  the 
troubles  with  the  banks  of  Europe.  While  we  regard  some  rf 
our  banks  in  New  York  as  large  banks,  when  you  go  to  Lcmdon 
the  City  Bank  is  looked  upon  as  very  small. 

Senator  Hollis.  How  many  banks  are  there  in  London  t^at  are 
larger  than  the  National  City  Bank? 

Mr.  Breitung.  Probably  10.  And  some  of  them  are  ten  times  as 
big.  No  matter  what  the  size  of  the  bank  was  or  what  the  size  of 
the  companies,  it  would  not  make  the  debentures  so  much  better, 
but  it  is  the  public  effect. 

Now,  I  quite  agree  with  you,  there  is  no  reason  they  should 
not  be  divided  just  the  way  they  have  these  currency  banks— 
regional  banks.  They  would  be  all  right,  because  they  are  larp 
enough  to  carry  confidence  themselves.  But  these  bas^  must  be 
of  a  certain  size;  that  is  all,  a  size  big  enough  so  that  they  wiD 
be  able  to  get  real  attention. 

Mr.  BuLKLEY.  Do  you  think  there  is  any  considerable  market  for 
land-mortgage  bonds  there,  even  under  the  best  circumstances! 

Mr.  Breitung.  Yes,  sir;  a  very  large  one. 

Mr.  BuLKLEY.  At  what  rate  of  interest? 

Mr.  Breitung.  I  suppose  you  could  probably  sell  at  about  5.  You 
could  sell  at  4  later  on,  probablv,  but  the  trouble  is  you  could  not 
start  at  4.  You  might  ^adually  come  down  to  4,  but  you  would 
have  to  start  at  5.  Tiiat  is  not  strange,  although  it  mav  seem  so,  be- 
cause you  are  going  to  have  South  America  to  deal  witn.  Argentini 
has  such  a  bam^,  Brazil  is  going  to  have  several,  and  you  see  we  are 
not  the  only  ones  offering  debentures.  Eventually  we  ought  to  get 
the  same  rates  they  do,  but  not  at  the  start.  Therefore  I  think  ▼• 
ought  to  use  some  form  of  capital  that  will  carry  the  respect  of  the 
handlers  of  this  kind  of  security  and  of  the  buyer  without  too  great 
a  charge.  Therefore  I  am  leading  up  to  what  1  call  the  mobilization 
of  credit. 

Mr.  BuLKLiy.  When  you  say  5  per  cent,  you  mean  the  bonds  would 
pay  5  per  cent  and  that  the  investors  would  pay  out  of  that  for  their 
own  inspection! 

Mr.  Breitung.  I  think  the  farmer  would  have  to  pay  for  the  in- 
spection. Now,  this,  I  know,  sounds  bad,  but  I  have  always  been  of 
the  opinion  that  a  farmer  will  not  get  any  very  cheap  nionOT  for 
some  years.  The  farmer  will  have  to  pay  between  6  ana  7.  Wnen  I 
say  6  and  7, 1  do  not  mean  that  the  mortgage  will  carry  6  and  7,  and 
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lien  an  additional  10  per  cent  for  commissions  outside.  I  mean  the 
ictual  cost  to  him. 

Mr.  BuLKLEY.  I  mean  will  the  American  banks  vou  are  proposing 
have  to  pay  the  salaries  of  the  directors  and  officials? 

Mr.  ^REiTUNO.  Yes. 

Mr.  BuLKUiY.  And  then  pay  5  per  cent  on  the  money  besides? 

Mr.  Bbeitung.  Yes,  sir.  Of  course,  these  officials  and  directors 
will  put  up  a  large  part  of  this  money. 

Mr.  BuLKiiEY.  Yes;  but  you  propose  to  pay  5  per  cent  and  then  pay 
salaries  on  top  of  that? 

Mr.  BiBEiTUNG.  They  would  not  get  a  salary ;  they  would  get  a  com- 
mission. 

Mr.  BuLKiiBY.  Would  they  absorb  that  out  of  the  5  per  cent? 

Mr.  BHBinrNG.  No ;  that  would  come  out  of  the  difference  between 
the  5  and  the  6  and  7  per  cent. 

Mr.  BuLKLEY.  It  would  be  another  charge  on  the  American  bank 
in  addition  to  the  interest  charge? 

Mr.  Breitung.  It  would;  because  you  could  not  ask  them  to  sell 
the  securities  in  Europe  without  some  sort  of  consideration — I  doubt 
whether  you  could  do  it — and  I  will  tell  you  why :  Your  man  from 
Argentina,  your  man  from  India,  and  your  man  from  Egypt,  to 
whom  you  are  going  to  offer  these,  would  expect  some  sort  or  a  com- 
mission ;  and  I  think  the  gentleman  is  right  that  we  have  got  to  face 
the  fact  the  banker  is  going  to  get  as  much  as  he  can. 

Mr.  BuLKLEY.  Isn't  there  a  lot  of  Scotch  money  loaned  in  this 
country  now  at  a  good  deal  less  than  5  per  cent? 

Mr.  Breitung.  It  has  been ;  but  the  Scotchman  loans  it  himself. 
They  are  Scotch  debenture  companies,  doing  business  in  the  United 
States. 

Mr.  BuLKLEY.  How  much  does  the  Scotch  investor  get? 

Mr.  Breitung.  He  gets  sometimes  3i  and  4,  and  sometimes  he 
won't  get  that.  When  you  take  care  of  the  giving  of  the  security  and 
everything  else,  I  do  not  believe  most  of  the  debentures  sold  in  Scot- 
land would  average  over  3  per  cent  if  the  whole  cost  was  put  in. 

Senator  Hoi-lis.  What  do  you  mean — that  they  would  not  bring 
more  than  that  to  the  investor? 

Mr.  Bkettung.  Yes. 

Mr.  BuLKLEY.  How  much  of  this  sort  of  security  could  wc  dispose 
of  abroad  if  we  should  adopt  this  plan  you  are  suggesting? 

Mr.  Breitung.  I  was  going  to  say  you  could  probably  dispose  of 
a  hundred  million  or  two,  the  first  thing,  and  probably,  eventually, 
$500,000,000  a  year,  or  more. 

Mr.  BUI.KLEY.  $500,000,000  a  year? 

Mr.  Breitung.  Yes,  sir;  if  we  would  raise  the  interest  a  little  bit. 

Mr.  Bui-KUBY.  Raise  it  above  6  per  cent,  you  mean  ? 

Mr.  Breitung.  Not  above  5  per  cent.  But  in  order  to  do  that  you 
would  have  to  have  debentures  there  could  not  be  any  doubt  about; 
it  could  not  be  open  to  any  question. 

That  leads  up  to  the  question  of  how  to  satisfy  the  banker.  It 
will  be  easy  to  satisfy  the  banker.  We  could  say,  "See  here,  now,  we 
do  not  intend  to  use  your  money  in  any  large  quantities;  this  money 
18  mostly  coming  from  the  public.  What  we  want  you  to  do  is  to  put 
in  a  little  money  and  allow  us  to  get  credit  upon  it — to  guarantee 
these  debentures.'' 
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Senator  Hou^is.  And  just  to  put  in  a  little  money  in  the  way  of 
stock  subscription? 

Mr.  Breitdng.  Yes;  in  the  way  of  stock  subscription.  And  thea 
have  a  separate  organization  like  Lloyds.  That  is  the  modem  coa- 
ception.  We  have  an  ancient  conception  of  it  in  the  Bank  of  Venice 
that  did  the  business  of  the  world  for  300  or  400  years.  They  were 
not  usin^  any  money  at  all  except  the  merchants',  and  it  was  sma^ed 
by  a  well-known  soldier  named  Bonaparte  because  he  did  not  stop  to 
think.  He  went  to  the  Bank  of  Venice  and  said,  "  Gentlemen^  I  want 
so  much  money  in  gold."  They  said,  "  This  bank  don't  deal  in  gold; 
it  deals  in  credit."  He  could  not  understand  that,  and  he  clo^  it 
up  right  away.  He  never  stopped  to  argue;  he  just  closed  it  up. 
Now,  that  would  be  the  way  to  satisfy  the  banker,  and  it  would  not 
only  satisfy  the  banker  but  would  allow  the  farmer  to  have  a  large 
selling  credit,  because  all  of  our  farmers,  collectively,  would  have  a 
very  large  credit.  Supposing  a  farmer  owned  a  farm  wortfi  $300,000 
or  $500,000  and  put  $300,000  or  $600,000  in  the  credit  arrangemeidL 
It  would  put  the  farmer  where  he  could  have  a  real  voice  in  this 
thing  without  putting  up  much  money. 

Senator  HolitIS.  Right  there  there  is  something  I  want  to  suggest 
to  you  and  to  the  committee  at  the  same  time — a  matter  that  came 
under  my  personal  observation — of  how  banks  regard  the  credit  of 
farmers.  There  was  at  one  time  operating  in  New  England  one  or 
two  men  who  went  around  and  formed  an  association  of  farmers  in 
each  vicinity — an  association  of  30  farmers — to  buy  a  Frendi  stud- 
horse to  improve  the  stock  in  that  vicinity.  The  French  studhorse 
eventually  came  from  Indiana,  I  believe.  I  can  not  remember  that 
one  of  tnose  associations  was  ever  successful  in  carrying  out  that 
scheme.  But  the  promoters  would  take  these  notes,  which  were  joint 
and  several  notes — three  of  them — due  in  one,  two,  and  three  yean, 
respectively,  signed  by  the  30  farmers  of  the  vicinity.  The  pro- 
moters would  snow  the  farmers  how  to  organize  this  association  and 
then  get  their  notes,  joint  and  several,  so  that  if  there  was  one 
farmer  in  the  bunch  worth  $3,000  the  notes  would  be  good.  Then 
they  would  take  these  notes  to  some  bank,  usually  off  some  100  or 
200  miles,  so  that  they  would  not  know  anything  about  the  details 
of  the  scheme.  These  notes  were  printed  with  the  head  of  a  stud- 
horse on  them,  and  the  banks  knew  perfectly  well  they  were  whit 
were  called  "  studhorse  notes."  But  the  bank  would  take  those  notes 
gladly,  because  they  said  out  of  30  farmers  there  was  apt  to  be  one 
or  more  worth  $3,000. 

I  was  employed  by  one  of  the  banks  to  collect  one  of  those  notes, 
and  the  judgment  of  the  bank  turned  out  to  be  correct.  We  did  find 
enough  of  those  farmers  to  satisfy  those  notes. 

That  gives  an  indication  of  how  bankers  look  at  the  credit  of  fann- 
ers in  the  aggregate.  They  would  not  take  the  note  of  the  individual 
farmers,  but  if  they  could  get  30  farmers  on  those  notes  they  felt 
perfectly  safe. 

Now,  I  would  like  to  know  if  that  is  a  fair  illustration  of  what  yon 
spoke  of? 

Mr.  Brettung.  Yes;  that  is  a  fair  illustration  of  collective  farm 
credit.  And  we  also  intend  to  protect  the  farmers  in  this  case.  In- 
stead of  the  notes  being  joint  and  several,  a  man  would  only  have  to 
pay  his  proportion,  and  it  would  be  spread  over  a  large  number,  so 
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I  if  the  debenture  would  have  to  be  paid  by  the  guarantor 
not  be  as  hard  on  a  man  as  if  it  was  joint  and  several. 

T  HoLLis.  What  you  are  spealdng  for  is  collective  credit, 
ill  bring  large  sums  of  money  cheaply,  and  then  that  may  be 
ip  in  individual  sums? 

REiTUNG.  Ye«.  Now,  a  good  deal  of  the  world's  insurance, 
e  great  marine  insurance  of  England^  is  done  in  that  way. 
d  they  can  do  it  cheaper  and  more  efficiently.  It  has  never 
an  up  in  this  country  to  any  extent  that  I  recall.  I  do  not 
J  reason,  but  it  never  has. 

T  HoLLis.  We  have  followed  the  individual  idea. 
REITUNG.  Yes;  that  is  the  idea.  Now,  I  want  to  say  one 
ng.  As  I  said  before,  in  starting,  these  are  not  ordinary 
n  ordinary  times  some  of  these  ways  I  have  suggested  here 
)t  be  necessary,  but  there  is  a  world-wide  shortage  of  money, 
3fore  if  we  go  out  to  get  any  great  amornit  of  cash  capital  we 
y  to  fail  to  get  it.  Here  is  the  reason :  There  are  all  sorts  of 
is.    I  know  there  is  probably  a  billion  dollars  in  what  we 

II  cold  storage,  in  securities  waiting  to  come  out  at  the  first 
3  call. 

LTLBXEr.  In  this  country? 

RErruNo.  Yes;  and  there  is  probably  twice  that  much  more 
)e.  Now,  they  are  waiting  to  come  out;  they  are  in  indus- 
id  some  of  them  earning  as  high  as  15  and  20  per  cent.  If 
[  to,  they  would  go  pretty  high  to  get  their  bonds  taken, 
are  not  going  to  offer  sufficient  inducements  as  to  profits  on 
:  in  this  Kind  of  concerns  in  the  first  few  years  to  make  it 
e.  That  is  the  reason  for  this  mobilization  of  credit,  be- 
nan  could  afford  to  take  a  very  large  portion  on  his  credit 
he  will  take  out  of  cash.  Therefore  my  hope  will  be  that 
icems  in  the  United  States  would  start  with  this  mobiliza- 
[•edit  and  not  with  a  cash  capital. 
[jLKLEr.  How  long  do  you  expect  the  shortage  of  capital  to 

EffiiTUNG.  It  will  last  until  we  have  an  adjustment  of  com- 
irrangements.  The  worst  offenders  in  that  case  have  been 
)ads  of  the  United  States.  If  the  railroads  had  started  out 
y  stock  instead  of  bonds,  they  would  not  be  in  this  position 
it  I  know  it  is  a  fact,  and  has  always  been  a  fact  in  tne  com- 
rvorld,  that  a  man  who  would  put  his  own  money  into  the 
of  a  railroad  was  regarded  as  foolish.  He  would  simply 
ds  on  it,  and  that  is  one  of  our  troubles.  Now,  we  have  had 
•ubles  in  Europe,  but  they  are  different  kinds.  They  have 
speculation  in  the  great  companies  they  have  in  India  and 
Africa  and  other  places.  They  have  had  their  troubles,  but 
B  been  of  a  different  kind. 

ouble  is  there  is  a  very  large  amount  of  securities  out  for 
thing  has  been  paid,  but  they  have  been  made  to  earn  money 
ave  got  them  on  our  hands — that  is,  the  world  has  got  them 
hands — and  they  are  all  going  to  come  in  and  compete  with 
[  of  a  concern.  We  want  to  bring  it  out,  and  we  want  to 
as  attractive  as  we  can.  Now,  those  concerns  can  almost 
give  a  good  many  of  those  securities  away.  Let  me  give 
llustration :  I  am  a  member  of  a  banking  house  which  is ' 
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taking  and  underwriting  to  build  a  railroad.  They  are  not  half  i 
bad  as  they  are  in  the  United  States,  but  now  what  they  did,  tb 
sold  us  those  bonds  at  75  and  ^ave  us  a  bonus  of  50  per  cent  of  tl 
stock.  We  have  placed  most  of  those  bonds  in  Holland,  so  that  stoi 
cost  us  nothing,  and  that  stock  will  probably  pay  5  per  cent  now. 

Mr.  Eaosdale.  How  much  did  you  say  the  stock  would  pay? 

Mr.  BRErruNO.  Oh,  probably  m  a  year  or  two,  6  or  7  per  oa 
Now,  it  did  not  cost  us  anything.  I  just  want  to  give  you  the  ilh 
tration.  Here  is  the  illustration :  You  go  out  and  start  a  land  bii 
and  you  tell  the  men,  "  Oh,  yes;  this  thing  will  probably  pay  5,8, 
7  per  cent  in  two  or  three  years."  We  turn  around  and  say  to  U 
"Here  is  stock  that  will  pay  7  per  cent  now."  Which  is  he  goi 
to  buy  ?  It  did  not  cost  us  any tning,  and  we  can  sell  at  almost  a 
price.  You  have  got  to  compete  witn  this  very  thing  if  we  have  | 
to  ffo  out  to  raise  that  large  amount. 

Senator  Hollis.  To  offset  that,  we  have  got  to  build  up  a  la 
regional  institution  so  as  to  establish  a  feehng  of  confidence  in 
solvency  of  those  debenture  bonds  ? 

Mr.  feREiTUNG.  Yes. 

Senator  Hollis.  And  to  do  it,  you  say  we  must  get  all  the  col 
tive  credit  together  we  reasonably  can? 

Mr.  Breitung.  Yes ;  that  is  true,  and  you  must  also  face  the  • 
dition  that  it  will  be  impossible  to  raise  that  large  amount  of  ( 
capital  in  the  next  few  years.  Therefore,  why  not  take  the  exp 
ent  of  using  this  credit  during  this  number  of  years,  and  then  a: 
wards,  if  it  is  found  not  to  be  what  is  desired,  gradually  withd 
and  substitute  cash  for  it  as  the  times  allow  ? 

Senator  Hollis.  It  may  be ;  well,  we  can  not  in  the  next  few  y 
We  have  got  to  go  slowly  and  experiment  and  feel  our  way,  ana 
haps  it  is  not  altogether  bad  times  are  not  favorable. 

Mr.  Breitung.  That  might  be  true.  But  these  people  want 
money;  they  are  waiting  for  it,. and  it  keeps  the  country  back  if 
do  not  get  it.  Now,  if  they  could  get,  in  the  next  few  years,  t 
credit  capital,  and  that  credit  capital  would  answer  the  purpoi 
would  be  much  easier  to  wipe  out  than  cash  capital,  because  you  c 
have  an  agreement  that  it  could  be  retired  after  a  certain  numb 
years. 

Mr.  Platt.  What  you  have  said  in  regard  to  present  secui 
is  only  another  way  of  saying  the  stock  market  has  got  to  adi 
before  they  will  get  the  people  to  buy  these  securities? 

Mr.  BRErruNG.  That  is  it.  You  have  got  to  realize  that  son 
these  things  have  not  cost  them  anything,  and  they  could 
around  and  give  them  away,  practically,  and  that  is  going  to  i 
fere  with  the  market  for  new  securities.  And  just  to  give  jo 
illustration,  take  the  case  of  Edward  Breitung  Co.  (Ltd.) ;  this  j 
has  not  cost  us  anything,  and  if  it  pays  6  or  7  per  cent  we  can  a 
to  sell  for  a  figure  at  which  no  man  can  compete.    That  is  the 

Senator  Hollis.  You  get  large  commissions  that  the  people 

Mr.  Breitung.  That  is  the  idea.  And  the  world  is  full  of 
such  things  as  that;  and  while  I  do  not  defend  it,  the  world  ifi 
of  it. 

Senator  Hollis.  You  are  like  Tom  Johnson  and  the  tariff — as 
as  it  is  the  way,  you  are  going  to  benefit  by  it. 
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fr.  Breitung.  That  is  true ;  as  long  as  it  is  the  way,  we  are  going 
)enefit  by  it,  but  I  would  like  to  see  it  wiped  out 
Ir.  Platt.  It  is  practiced  mostly  to-day  by  the  rather  small  enter- 
ses,  like  the  street  railways  and  things  of  that  sort? 
dr.  BBErruNO.  Yes;  or  connecting  up  the  trunk  lines  and  things 
that  kind,  where  they  can  cut  off  a  hundred  miles  or  two  or  where 
y  approach  congested  districts — say,  where  the  railroads  approach 
w  York — and  it  does  not  want  to  go  through  that  district  but  wants 
take  it  around.  A  railroad  coming  ^ast,  say,  does  not  want  to  go 
"ough  Chicago  or  Milwaukee,  and  so^  they  will  all  build  a  joint 
ck— these  big  railroads  will  build  a  joint  track  bed;  and  that  is  the 
id  of  railroad  that  is  being  built  now. 

Sir,  Platt.  Thev  do  not  have  to  give  a  bonus  of  stock  on  those 
Iroads,  do  they? 

tfr.  BRBrruNG.  They  do,  because  it  is  the  custom,  just  like  saying 
rood  morning." 

Hr.  Platt.  Practically  everv  railroad  in  the  United  States  built 
fradays  gives  a  bonus,  doesn't  it? 

kfr.  Bbeitung.  It  is  the  custom:  that  is  the  idea;  just  like  saying 
ood  morning."  Most  everyone  does  it.  In  fact,  I  never  heard  of  a 
railroad  bemg  built  without  doing  it.  Now,  that  is  my  reason  for 
ring  so  strongly  on  this  credit  capital.  In  the  first  place,  the 
mer  could  take  a  great  share  of  the  stock;  in  the  second  place,  we 
Id  say  to  the  banker,  "  Here,  now,  you  like  to  make  money.  You 
^e  lots  of  money,  and  you  ought  to  be  willing  to  put  your  name 
vn  for  $100,000  of  that  credit  capital."  They  would  do  it  and 
er  wink  an  eye,  while  if  you  ask  for  $100,000  m  money  he  would 
,  "  How  much  am  I  going  to  get  on  this?" 

ir.  Platt.  In  other  words,  you  feel  the  way  Mr.  Lenox  said  of 
men  in  Colorado.  They  appealed  to  the  men  in  Colorado  Springs 
mild  up  the  country,  and  not  as  a  money-making  proposition. 
It.  Breitung.  That  was  a  money-making  proposition.  You 
aid  say,  "  Here,  gentlemen,  you  have  made  millions  of  dollars  in 
J  country,  and  if  you  subscribe  your  name  and  become  a  guarantor 
these  debentures  it  would  not  hurt  you.  You  give  tnat  much 
ney  away  on  things,  and  it  would  not  hurt  you,"  and  the  chances 
they  would  in  ninety-nine  out  of  one  hundred  cases  never  be  called 
m  for  it,  and  they  could  be  impressed  as  good,  patriotic  citizens 
this  country  that  they  ought  to  be  willing  to  do  something  to  help 

4r.  Ragsdale.  What  per  cent  of  the  capital  would  you  raise  in  that 

»fr.  BRErruNG.  I  thmk  80  per  cent. 

»fr.  SELDOMRroGE.  Do  you  think  the  Government  could  participate 
I  guaranty  of  anything  of  that  sort? 
»fr.  Breitung.  Thev  could,  and  it  would  be  better. 
ir.  Seldomrtoge.  Aow  could  they? 

ir.  Breitung.  I  do  not  know.    I  am  not  familiar  enough  with 
law,  but  they  could  do  it  as  long  as  it  is  a  good  guaranty. 
ir.  BuLKMiY.  What  to  you  mean  by  "being   better" — ^that  it 
lid  permit  the  securities  to  be  sold  on  a  low  interest  basis? 
fr.  Breitung.  I  think  it  would,  and  give  more  confidence  in  it  to 
public. 
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Mr.  Ragsdale.  If  these  people  would  give  their  credit  capital, 
you  have  indicated,  then  tney  would  have  a  voice  to  a  considen 
extent  in  the  operation  of  the  bank? 

Mr.  Breitung.  They  would. 

Mr.  Raosdale.  And  therefore  the  bank  would  be  owned  and  op 
ated  by  people  who  would  not  have  any  capital  invested? 

Mr.  Breitung.  Yes;  they  would — credit. 

Mr.  Ragsdale.  I  did  not  say  "  credit " ;  actual  capital.  They  wo 
not  have  any  money  actually  invested  in  it,  and  the  whole  sysi 
would  then  be  controlled  and  dominated  by  a  class  of  men  who  wo 
be  able  to  give  their  credit? 

Mr.  Bkeitung.  Yes;  but  not  the  voice  that  governed  it;  thai 
the  idea. 

Mr.  Ragsdale.  Why  not,  if  the  farmers  could  not  give  credit 
less  they  were  very  wealthv  men,  and  you  say  that  80  per  cent  o 
is  to  be  raised  in  tnat  way  ?    Therefore  it  would  be  absolutely  ow 
and  controlled  by  them,  wouldn't  it? 

Mr.  Breitung.  No ;  the  farmer  himself  ought  to  be  able  to  gi\ 
large  part  of  this  credit. 

Mr.  Ragsdale.  Could  the  farmers  in  the  United  States  subscril 
few  hundred  thousand  dollars? 

Mr.  Breitung.  They  could,  easily ;  not  in  money,  but  in  credit 
do  not  know,  but  there  must  be  many  hundreds  of  thousands 
dollars — ^many  millions  of  dollars — of  farms  owned  by  farmers  i 
of  debt. 

Senator  Hollis.  Yes;  and  then  in  my  district  the  farmers  h 

fot  money  in  the  savings  banks.  They  have  millions  in  the  savi 
anks  in  my  State. 

Mr.  Ragsdale.  Yes,  Senator.  Pardon  me,  but  what  are  the  ii 
vidual  farmers  worth? 

Senator  Hollis.  Some  of  them  are  worth  a  good  deal  of  moB 
because  they  have  sold  the  timber  in  my  part  of  the  country  and  ] 
the  money  in  the  savings  banks.  Lots  of  them  are  worth  $100j 
in  my  part  of  the  country. 

Mr.  Ragsdale.  But  if  a  farmer  is  worth  $100,000  he  is  not  go 
to  give  that  much  in  credit? 

Senator  Hollis.  I  do  not  know  much  about  that. 

Mr.  Breitung.  That  is  my  argument;  because  if  that  was  d 
under  Government  supervision  and  in  a  safe  and  proper  manner, 
chance  for  loss  is  almost  nothing,  you  see.  You  see  the  idea,  beca 
you  have  got  to  lose  the  cash  capital  before  his  credit  is  called  oi 

Mr.  Bulkley.  Your  idea  is  they  should  subscribe  credit  capi 
and,  although  nobody  would  ever  expect  to  call  on  it,  it  would 
there  as  security  by  way  of  a  guaranty  ? 

Mr.  Breitung.  Yes. 

Mr.  Bulkley.  Would  they  «:et  dividends  on  that  capital? 

Mr.   Breitung.  Yes,  sir;   tney  would. 

Mr.  Platt.  What  is  the  distinction  between  that  sort  of  cap 
and   watered  stock? 

Mr.  Breitung.  There  is  this  distinction — that  this  sort  of  cap 
does  some  real  good,  because  it  allows  you  to  sell  these  debentc 
just  like  the  indorsement  of  a  piece  of  paper. 

Mr.  Platt.  Just  like  watered  stock;  you  could  not  sell  the  bo 
of  these  enterprises  if  you  did  not  offer  the  stock  as  a  bonus? 


Digitized  by 


Google 


BUBAL   CREDITS.  331 

.  Breitung.  There  is  something  in  that;  but  you  want  to  figure 
irmers  in  this  way  would  have  a  chance  to  control  this  thing 
y  wish  to  that  they  could  not  in  any  other  way.  That  is,  you 
not  ask  them  to  put  a  very  large  amount  of  money,  but  tney 
put  up  a  large  amount  of  credit  between  them, 
lator  HoLus.  And  that  credit  would  merely  allow  them  to 
w  real  naoney  somewhere  else? 
.  BRErruNG.  That  is  the  idea. 

.  Kagsdale.  It  is  not  a  thing  on  earth,  as  I  understand,  other 
the  system  of  paying  brokerage  in  New  York. 
.   Breitung.  Jso. 

.  Bagsdale.  Why  not?     The  man  in  New  York  to-day  sells 
;  to  the  individual  borrower,  and  he  gives  them  the  stock  just 
his  railroad  gave  you  the  stock,  and  that  stock  is  your  profit 
indling  it.    Now,  the  people  put  up  this  credit — the  same  thing 
LS  put  up  to-day— and  for  that  credit  they  direct  the  society, 
;et  a  dividend  on  their  stock  without  having  to  put  up  a  cent. 
.  Breitong.  Just  wait  a  minute.    In  the  first  place,  the  cash 
il  will  come,  the  larger  percentage  of  it,  from  them. 
.  Kagsdale.  I  am  not  talking  about  the  cash  capital ;  I  say  the 
n  is  the  same  as  the  system  in  existence  to-day  ? 
.  Breitung.  Yes.    But  if  you  consider,  it  is  redistributed  back 
g  the  people. 

.  Kagsdale.  So  is  the  money  you  are  all  drawing  now. 
.  Breitung.  No  ;  I  am  not  drawing  it. 
.  Kagsdale.  Aren't  you  one  of  the  people? 
.  Breitung.  Yes;  but  not  in  the  sense  you  put  it.    We  are 
d  upon  as  money  sharks. 
.  Kagsdale.  I  did  not  put  it  that  way. 

.  Breitung.  This  credit  capital  would  be  desired  to  give  the 
3r,  if  you  will  excuse  the  slang,  what  we  call  a  "  swing.  That 
e  man  worth  $100  or  $200,000  would  have  control  of  this,  in- 
of,  as  I  pointed  out  to  you,  as  the  railroad  is  controlled  by 
ler  man  who  does  not  do  anything  for  it  but  sell  its  bonds.  Hfe 
not  get  this;  it  would  be  redistributed  among  other  people. 
.  Seldomridge.  What  we  are  trying  to  do  here  is  to  build  up  a 
T  cent  reserve  of  gold  that  exists  in  the  Glass-Owen  scheme, 
hen  use  the  credit  to  finance  the  lack  of  cash  capital? 
.  Kagsdale.  If  the  Government  is  going  to  control,  they  have  to 
md  operate  and  direct ;  and  if  it  is  going  to  be  a  success,  where 
3  world  is  the  wisdom  going  of  going  out  and  paying  the  profits 
ler  people  who  do  not  put  up  a  cent? 

.  Breitung.  If  the  Government  will  guarantee  it  there  would 
e  any  reason  in  the  world  but  what  it  would  be  the  best  thing 
he  farmers  of  the  country.  But  if  it  won't,  then  it  ought  to 
some  other  way  to  do  it.  I  would  like  to  have  the  Govern- 
guarantee  it  first,  and  then  if  it  won't,  to  have  this  other  plan 
d.     That  is  the  idea. 

lator  HoLLis.  Mr.  Breitung,  your  theory  is  you  have  got  to  have 
of  money,  many,  many  millions,  and  you  can  not  get  many,  many 
ms  unless  you  have  a  first-class  security  to  offer.  If  the  Gov- 
3nt  would  back  you,  you  could  get  it,  but  if  the  Government 
I  not,  or  would  not  provide  the  law,  then  what  is  the  next  best 
? 
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Mr.  Brbituno.  Yes. 

Mr.  Ragsdale.  It  is  a  simple  thing  if  you  are  going  to  put  ii 
system  where  they  are  first-class  securities. 

Senator  Hollis.  But  the  question  is  how  can  you  make  them 
first-class  security? 

Mr.  Breitung.  I  would  even  admit,  for  the  sake  of  argument,  Hi 
they  are  first  class.  But  it  is  the  impression  you  have  got  to  m 
on  the  people.  They  can  not  be  open  to  doubt.  Now,  I  am  aloM 
certain  that  this  thing  could  be  controlled,  so  far  as  what  is  caDi 
the  financial  credit,  so  that  it  would  have  over  a  tenth  or  a  ti 
tieth,  and  that  could  be  kept  from  voting,  because  you  would 
have  to  offer  it  to  them  unless  you  wished.  They  could  be  offeil 
where  you  wished  it  to  go.  But  I  would  say  this,  as  I  have  said^ 
talking  to  Congressman  Moss  here  a  while  ago:  I  thought  it  ad^ 
able  not  to  give  the  control  of  this  thing  at. any  place  but  to 
farmers.  At  the  same  time,  I  would  not  leave  the  other  fellow 
I  would  make  use  of  him  also  and  would  tell  him  to  come  in 
take  his  part  of  the  work  and  to  try  to  get  him  to  do  it.  I  would 
it  for  two  reasons :  One  is,  why  shouldn't  we  use  his  money  f 
credit  to  a  certain  amount  if  he  is  not  going  to  get  control.  In  t 
second  place,  if  we  do  not  want  him  we  could,  figuratively  speakii^ 
knock  him  out  afterwards.  That  is  the  idea.  You  have  the  ovm 
ship,  and  you  are  the  director  of  this  thing;  you  have  your  moiK 
in  it  and  know  all  about  it.  and  why  do  you  want  to  go  into  it  if 
is  bad? 

In  other  words,  suppose  you  could  redistribute  back  among  yd 
people  these  profits  made  by  the  railroad  underwriters  from  tl 
money  of  the  people  in  just  the  district  the  railroad  runs  thron 
there  would  not  be  any  very  great  harm  in  it,  but  suppose  those  peop 
in  the  districts  that  the  railroad  runs  through  could  have  taken  thi 
bonds  and  gotten  the  bonus  of  stock  then  you  would  have  again  wh 
I  am  trying  to  do  in  this  place  here,  i  ou  are  quite  ri^t  that 
are  to  use  the  same  method,  but  we  are  not  allowing  the  same 
to  get  the  profits. 

Mr.  Ragsdale.  In  other  words,  you  think  men  who  are  not  fami 
with  finance,  who  have  made  no  study  of  this  proposition,  W( 
come  in  and  guarantee  this,  or  do  you  think  the  men  of  wealth 
the  men  who  have  made  a  life-long  study  of  it  and  are  familiar 
it  will  be  the  ones  to  put  up  this  guaranty  ? 

Mr.  Breitung.  I  think  this :  The  prominent  men  in  your  diffeic^ 
States — ^he  does  not  have  to  be  much  of  a  financier — would  come  ii 
and  the  people  would  follow  them  to  a  certain  extent. 

Mr.  Ragsdale.  You  are  not  familiar  with  conditions  in  my  counti] 
if  you  think  that. 

Mr.  Breitung.  That  has  been  my  experience. 

Mr.  Platt.  Couldn't  you  get  your  people  to  follow  you  if  yO 
went  in  ? 

Mr.  Ragsdalje.  No;  they  would  not;  and  I  would  not  go  in  if 
thought  they  would. 

Mr.  Breitung.  My  experience  has  always  been  that  the  peopl 
followed  somebody  or  some  crowd  in  most  everything  they  do. 

Mr.  Ragsdawb.  I  think  they  have  been  pretty  good  xoUowen  \ 
America  for  a  long  time. 
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Mr.  Brehtuno.  They  have  been  pretty  good  followers.  I  once 
ced  a  well-faiown  man,  "  How  do  you  regard  a  corporation  that  is 
sa^ht  out? "  He  said,  " Entirely  by  the  antecedents  of  the  people 
uo  Bring  it  out." 

ISTow,  of  course,  I  am  thoroughly  convinced  if  the  Government 
II  do  it,  it  is  not  open  to  argument,  but  if  the  GK)vernment  does  not 
sh  to  do  it,  then  why  should  it  stop  it?    Couldn't  it  allow  it  to  go 
in  some  form? 

Mr.  Bagsdale.  To  my  mind,  it  is  inconceivable  that  this  system 
ould  be  turned  over  to  a  lot  oi  people  who  do  not  put  up  any  money 
A  who  do  not  incur  any  liability  till  all  of  the  ori^al  resources 
ive  been  exhausted  and  until  the  Government  has  admitted  its  in- 
flity  to  conduct  successfully  a  rural-credit  system. 
Mr.  Bbeituno.  Suppose  we  draw  the  line  a  little  broader;  suppose 
5  make  two  corporations  of  them.  Suppose  you  have  one  witn  the 
fih  capital  to  conduct  the  business  and  the  other  simply  to  guaran- 
eit? 

Mr.  Bagsdale.  I  can  not  see  the  necessity  of  that.  It  seems  to  me 
(Bch  wiser  that  if  you  gentlemen  in  New  York,  with  your  bene- 


Mr.  Bbeitung  (interposing).  Oh,  no;  I  do  not  claim  to  be  benefi- 
ttit 

Mr.  Bagsdale  (continuing).  Wish  to  get  up  a  company  and  then 
itUie  rural-credit  companies  deal  with  it  and  pay  the  orokerage,  but 
;  will  be  optional  with  them  and  not  mandatory  under  the  law  to 
^  a  part  of  the  profits  for  it  if  it  should  become  necessary. 
Mr.  Bbbttung.  We  would  not  ask  that  they  would  have  to  do  it, 
tt  we  would  like  a  law  that  was  to  be  inspected  by  the  United  States 
flpectors  and  imder  Government  supervision  to  allow  such  a  cor- 
rtion.  That  is  the  only  thine  we  ask  for,  don't  you  see.  That 
>lild  be  the  only  thing.  And  what  we  want  is  this :  We  could  create 
tsli  a  corporation  as  that  now,  but  it  would  be  practically  unin- 
ected  ana  imcontroUed.  We  could  take  any  one  of  the  trust  com- 
nies  in  Washington,  or  any  one  in  New  York,  and  go  around  and 
t  credit  capital  behind  it  and  go  into  that  business,  but  there  would 
no  State  inspectors,  either  Government  or  State,  that  could  control 
Now,  what  we  thmk  is  that  a  thing  of  that  kind  is  so  important 
all  of  the  people  that  the  Government  should  either  say  to  us  we 
a  not  do  it  at  all  or  to  take  the  inspection  of  it.  I  mean,  they  should 
•ber  say  it  could  be  done  or  it  could  not. 

Mr.  BUgsdaub.  In  other  words^  you  want  to  go  into  the  banking 
Lsiness  under  the  naticmal  banking  law.  with  all  the  privileges  and 
rwei-s  which  are  a  part  of  the  national  bank? 
!Mr.  Brettung.  No. 

Ifr.  Bagsdale.  Other  than  a  deposit  system,  and  not  put  up  any 
oney? 

Mr.  Bkettung.  Oh,  yes.  Oh,  there  is  not  any  question  about 
itting  up  the  money.  Suppose  they  have  fallen  $100,000,000; 
Ley  would  have  to  put  up  $10,000,000.  Suppose  they  fall  $60,- 
10,000;  they  would  have  to  put  up  $6,000,000.  There  is  no  ques- 
on  about  putting  up  some  money.  The  question  is,  we  could  do 
lis  now  under  the  law. 
Mr.  Bagsdale.  I  know. 
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Mr.  Breitung.  You  say^  Why  don't  we.  There  is  the  quesda 
We  would  be  glad  to  do  this,  but  one  of  the  reasons  why  we  dd 
is  that  we  would  have  no  inspection. 

Mr.  Bagsdale.  Every  State  in  the  Union  has  an  inspection  In 
hasn't  it? 

Mr.  Breitung.  Not  covering  these  bonds.  No  State  in  the  Uni 
has  a  law  governing  the  inspection  of  bonds  issued  on  debentum 

Mr.  Ragsdale.  No  ;  none  that  I  know  of. 

Mr.  Breitung.  No;  there  is  nothing  covering  that.  We  coJ 
issue  any  kind  of  debentures.  Now,  we  have  round  the  GoTffl 
ment  inspection  is  a  good  thing  instead  of  a  bad  thing,  for  ti 
reasons :  One  is  it  relieves  us  of  a  lot  of  work  and  danger,  and,  i 
the  second  place,  it  gives  confidence. 

Mr.  Ragsdale.  Yes. 

Mr.  BRErruNG.  That  is  the  idea.  Now,  this  thing  is  so  va 
important  that  the  Government  ought  either  to  take  a  hand  in  i 
or  tell  us  that  we  could  do  it  and  see  that  any  debenture  which  wi 
issued  could  come  up  to  a  certain  standard  and  be  inspected;  b 
cause  if  you  do  not — I  don't  know  whether  you  gentlemen  rememb 
the  awful  failure  of  a  land-mortgage  company  which  was  made ; 
America  some  years  ago,  but  we  would  have  that  same  thing  of 
again.  Human  nature  does  not  change  any ;  it  may  be  a  little  mo 
varnished,  but  it  is  the  same  when  you  get  down  to  the  bottfli 
so  it  would  be  the  old  idea  of  the  money  lender  over  again,  getti 
all  they  could  and  let  the  thing  smash,  if  necessary. 

Mr.  BuLKLEY.  Mr.  Breitung,  I  would  be  glad  if  you  would  t 
us  a  little  more  in  detail  about  the  failure  of  the  land  mortgif 
in  this  country.  We  have  not  anything  very  good  in  the  rccc 
about  that. 

Mr.  Breitung.  The  land  mortgage  failure  was  brought  about 
three  reasons:  In  the  first  place,  the  country  was  rather  wild  andi 
settled. 

Mr.  BuLKLEY.  What  date  are  you  speaking  of? 

Mr.  Breitung.  The  last  one  was  wnen  the  Lombard  failed. 

Mr.  BuLKLEY.  Do  you  remember  what  year  that  was? 

Mr.  Breitung.  No;  I  do  not. 

Senator  Hollis.  It  preceded  the  campaign  of  1896  a  few  yean 

Mr.  Breitung.  About  that  time.  It  was  brought  about  by  tfc 
conditions:  One  was  that  the  United  States  was  a  newer  couB 
then,  conditions  were  not  well  settled ;  it  was  pretty  hard  to  tell  f 
land  was  worth  and  pretty  hard  to  make  a  judgment  on  it  at  til 
In  the  second  place,  the  farmer  got  it  into  his  head  that  he  could 
what  we  call  rob  the  soil  and  move  on,  and  a  lot  of  them  did  aban 
their  farms  and  let  them  take  them.  In  the  third  place  they  d 
through  an  intermediary,  a  commission  man,  and  the  difference 
tween  the  interest  charged  in  the  mortgage — let  us  suppose  it  w< 
be  7  per  cent  in  the  mortgcage — that  very  mortgage  sometimes  w( 
cost  20  per  cent,  sometimes  iO,  sometimes  15,  or  sometimes  12. 

Those  three  conditions  together  brought  about  the  failure. 

Mr.  Ragsdale.  Wasn't  there  another  condition  ? 

Mr.  Breitung.  Well,  there  was,  a  very  great  reason,  that 
farmer  felt  he  was  going  to  lose  his  farm  anyway,  and  he  got  i 
leas,  most  of  them. 

Mr.  Platt.  The  most  profitable  crop  of  a  good  many  farmers 
a  mortgage  1 
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[r.  Breitung.  That  is  what  I  was  going  to  say.  The  credit  of  the 
k  was  always  there  to  issue  bonds,  no  matter  what  they  were 
led  on.  That  last  point  is  the  more  reason  why  the  States  and 
Government  should  have  a  regulation  of  that. 
Ir.  PukTT.  Now,  we  have  had  auite  a  little  testimony  here  to  the 
«t  that  the  present  value  of  the  farms  in  this  country  has  in- 
ased  100  per  cent  in  the  last  10  years,  according  to  the  census,  and 
m  a  more  or  less  inflated  basis.  Farmers  have  come  in  here  and 
i  us  farms  which  were  less  productive  now  than  they  were  10  years 
)  are  worth  125  per  cent  higher  prices.  Is  it  safe  to  loan  on  such 
•ms  to-day  ? 

ilr.  BRErruNG.  My  idea  is  they  are  inflated. 

Mr.  Ragsdale.  From  your  study  of  conditions — ^you  sav  the  land  is 
w  inflated — do  you  believe  it  will  ever  be  any  cheaper? 
Mr.  BRErruNG.  Yes. 
Mr.  Ragsdale.  You  do  ? 

Mr.  Breitung.  Yes.  Now^  of  course  that  may  be  a  mistake,  but 
mil  tell  you  why  I  think  it  will  be :  The  world  is  getting  nearer 
jether  all  the  time ;  the  great  grain  fields  of  South  America,  Can- 
a,  and  Russia  will,  within  the  next  10  or  20  years,  be  practically  at 
r  call,  because  freights  will  get  cheaper  as  the  handling  power  gets 
eaper. 

Mr.  Ragsdale.  You  say  freight  will  get  cheaper,  in  view  of  the 
ct  that  the  railroads  are  now  asking  for  an  increased  freight  rate  ? 
Mr.  BRErruNG.  They  are  now  asking  for  an  increased  freight  rate 
rthe  reason  they  are  in  bad  shape  over  here.    Now,  it  is  not  for  me 

defend  the  railroads 

Mr.  Ragsdale.  Oh,  no. 

Mr.  Breitung  (continuing).  And  I  am  not  going  to  try  it,  but  I 

st  want  to  say,  point  out  a  country  where  they  handle  freight  as 

leaply  as  they  do  in  the  United  States. 

Mr.  Ragsdale.  Of  course  that  does  not  benefit  the  United  States. 

Mr.  BRErruNG.  No ;  but  that  is  a  test. 

Mr.  Weaver.  Don't  you  think  land  will  increase  in  value  with  the 

creased  population  in  our  country  ? 

Mr.  Bretfung.  Much  slower  than  we  expect.    I  will  give  you  some 

tie  reason  for  that.    We  have  been  robbing  the  farms ;  that  is  the 

)uble.    The  real  truth  is  we  have  been  taking  out  and  putting 

thing  back.    Now,  that  has  got  to  be  put  back  before  the  farm  is 

any  real  value.    Half  of  the  farms  in  the  United  States  are  not 

ing  half  of  the  crop  they  should.    Now,  it  is  going  to  cost  a  large 

:ount  of  money  to  put  back  the  farms  where  tney  will  ^ve  a  full 

»p,  and  that  amount  of  money  has  got  to  come  out  of  the  actual 

ue  of  the  land.    I  do  not  mean  a  new  farm  that  has  not  been 

rked  is  not  a  ^ood  one,  but  take  one  that  has  been  worked  for  25 

irs  and  very  little  put  back.    And,  taking  the  aggregate  of  the 

ms  altogether,  there  is  an  inflation.    And  you  see,  here  is  the 

Qg  that  has  kept  the  inflation  up:  The  assessor  in  most  of  our 

m  communities  assessed  this  farm  when  it  was  a  big  producer 

me  time  and  and  he  has  not  put  it  down. 

Tow,  I  know  I  am  talking  too  long  and  that  you  ^ntlemen  want 

ret  through,  and  I  want  U)  beg  your  pardon  for  going  into  this  at 

!i  length,  and  I  want  to  supplement  this  with  some  pamphlets 

1 1  have  written. 
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I  think  that  I  can  show  you  gentlemen  this  thin^  here  would  psk 
it  in  the  hands  of  the  farmers.    That  is  where  I  imderstand  it  wink 
to  be.    And  you  would  have  to  hire  a  certain  number  of 
and  experts  to  run  the  machinery  just  as  ^ou  have  the  el 
here  to  run  the  electricity  and  do  other  things.    That  is  the  u 
You  must  have  some  specialists  in  that  line  who  would  handle 
accounting  under  the  comptroller. 

Senator  Hollis.  You  recommended  a  substitute  bill  to  Senikt 
Fletcher.  Will  you  tell  for  the  record  what  your  connectiixi  hai 
been  with  rural  credits,  and  wherein  your  interest  lies? 

Mr.  Breitung.  My  interest  lies — in  other  words,  I  became  itt- 
terested  in  this  way,  through  Mr.  Herrick,  of  Cleveland,  who  I  lttf« 
known  for  years. 

Senator  Hollis.  You  mean  Myron  Herrick? 

Mr.  Breitung.  Yes.  He  came  to  me  one  day  and  said  "  You  hate 
got  to  go  to  Paris."  I  said,  "  Why ;  I  don't  want  to  ^o  to  Paris." 
He  said,  "  You  have  got  to  go  with  me."  I  said,  "  If  it  is  a  pleaaoil 
trip  I  will  go."  He  said,  "  No ;  I  want  somebody  who  is  fanutiir 
with  figures,  and  I  know  you  are  an  engineer  and  can  get  at  thos 
figures,  and  get  at  the  real  inside  of  what  is  happening  over  there)" 
and  he  said, ''I  am  familiar  with  the  way  you  make  reports."  For 
instance,  he  said,  "  I  know  you  are  always  from  Missouri,  and  I 
want  to  know  what  these  things  mean  in  Europe." 

Senator  Hollis.  What  particular  thing? 

Mr.  Breitung.  Rural  credits,  farm  credits.  And  after  a  while- 
he  has  always  been  a  good  friend  of  mine — I  consent^  to  go. 

Senator  Holus.  You  were  on  the  commission?  ] 

Mr.  Breitung.  I  was  on  the  commission  and  went  all  over  tkii  i 
carefully. 

Mr.  Kagsdale.  I  believe,  if  you  will  pardon  me,  you  offered  your 
views  to  the  commission  and  they  did  not  care  to  sidopt  ^emf 

Mr.  Breitung.  Yes ;  I  offered  my  views  to  the  commission  and  they 
did  not  act  on  them.  The  fact  is,  they  could  hardly  be  expected  to 
do  so.  A  bill  of  that  kind  has  got  to  be  introduced  and  thrashed 
out.    It  took  the  currency  bill  now  many  years  to  be  thrashed  out! 

Mr.  Baosdale.  Not  very  long  after  the  Democrats  got  in  power. 

Mr.  BRBnuNG.  No;  but  it  took  a  long  time,  and  it  was  perfectly 
right.    It  was  thrashed  out  in  committees,  and  then  it  was  up  for 
discussion.    Now,  I  will  tell  you  what  I  really  think  ought  to  be  doafc 
Of  course  it  is  not  for  me  to  say ;  but  what  I  really  think  ou^ht  to  be 
done,  we  ought  to  have  one  line  of  bills  along  the  line  as  laid  down 
by  Senator  Fletcher  and  his  assistants,  and  there  ought  to  be  another 
one  along  the  line  of  using  credit  capital.    In  other  words,  they  can 
thrash  it  out  in  two  ways  and  then  agree  on  it.    Of  course  I  could 
not  say  that  when  I  was  arguing  to  Senator  Fletcher's  committtt» 
because  I  had  to  make  an  argument  for  some  one  plan.    But  now  it 
has  gotten  in  here,  where  it  is  going  to  be  amended  from  all  sideii 
and  it  is  the  proper  thing  to  do. 

Mr.  BuLEX£Y.  Is  there  any  difference  in  the  risk  on  farm  loans  in 
the  United  States  and  Europe  ? 

Mr.  Breitung.  Yes ;  it  is  greater  in  the  United  States. 

Mr.  BuLKLEY.  The  risk  is  greater? 

Mr.  Breitung.  Yes;  there  is  more  risk  in  the  United  States. 

Mr.  Bulkley.  Why  is  that,  Mr.  Breitung? 
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'x.  Breituno.  The  reason  is  that  the  fanner  in  Europe  has  for  so 

;  a  time  agreed  to  it,  to  keep  his  land  up  to  a  certain  condition, 

;  he  always  does  it.    If  he  takes  $10  out  of  his  land  in  crops,  he 

{Qs  it  back  in  fertilizer  so  that  it  will  leave  the  soil  the  same,  so 

;  the  farm  will  be  the  same  to  day  and  in  1,000  years  in  produce 

.    He  does  not  rob  it  in  any  way. 

[r.  Ragsdaub.  And  you  think  with  the  climatic  conditions  and 

iter  fertility  of  the  soil  and  the  comparative  intelligence  of  the 

erican  citizen  and  the  peasant  of  Europe  that  it  is  more  of  a  risk 

Lmerica  than  in  Europe! 

Cr.  Breptung.  Yes;  undoubtedly. 

b.  Platt.  There  is  no  doubt  about  that? 

It.  BRErruNG.  No;  there  is  no  doubt  about  that. 

It,  Platt.  You  are  absolutely  right  about  that,  undoubtedly! 

It.  Brbitung.  Oh,  yes ;  I  do  not  want  to  cast  any  reflection  upon 

intelligence  of  our  farmers,  but  the  other  man  has  been  brought 

that  way,  and  we  are  largely  creatures  of  habit  and  follow  the 

pse  we  got  started  on. 

[r.  Bagsdai^e.  Is  it  not  a  fact  in  Russia 

It.  Brettung  (interposing).  Russia  is  not  a  European  country. 
It.  Bagsdale.  You  are  testifying  as  to  Europe  and  America? 
[r.  Platt.  You  did  not  hear  Dr.  Coulter's  testimony,  did  you  ? 
It.  "Raqsdaim.  Yes;  I  did;  but  he  testifies  now  that  it  far  more 

risk  in  America  to-day  than  in  Europe. 

[r.  BRErruNG.  But  Russia  is  not  regarded  as  European.    I  will 
eal  to  the  doctor  on  that. 

'r.  Coui/ter.  Russia  is  an  exception.    I  think  Mr.  Breitung  has 
lind  France,  Germanyj  and  Italy. 
[r.  Breitung.  Yes. 

[r.   BuLKiiET.  Do  the  farmers  in   Continental   Europe  earn   a 
ler  return  on  the  investment  in  land  than  our  farmers? 
[r.  Breitung.  I  think  they  do.    Mv  memory  is  they  do.    The 
:or  probably  remembers.    I  think  tney  do. 
[r.  Kagsdale.  Oh,  no. 

[r.  VON  Enqelken.  I  think  you  are  mistaken  about  that, 
[r.  Breitung.  Probably  I  am.    This  much  I  believe,  though,  that 
;  much  safer.    It  is  saier;  I  feel  very  certain  of  that, 
[r.  BuLKLBY.  If  they  could  not  earn  a  larger  interest  on  the  in- 
ment  that  would  not  seem  to  make  it  safer, 
[r.  Breitung.  No  ;  it  would  not.    But,  as  I  understand,  our  farm- 
here  are  more  liable  to  change  and  we  have  not  the  same  rules, 
resume  if  we  could  get  them  inoculated  with  the  same  ideas  they 
e  in  Europe  to  keep  the  farm  up  to  the  same  condition  it  would 
o — it  would  be  better  here.    But  I  am  speaking  of  it  as  it  is  now. 
[r.  Woods.  You  spoke  of  the  return  on  the  investment.    Do  you 
ji  the  net  return? 
It.  Breitung.  Yes. 
[r.  Woods.  Not  the  gross  return? 
[r.  Breitung.  I  meant  the  net  return,  of  course. 
[r.  Ragsdale.  Don't  you  think  the  farminff  has  advanced  in  the 

10  years  in  America  more  than  it  has  in  the  same  period  of  time 
where  else  in  the  world? 
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Mr.  Breitung.  You  say  farming  has? 

Mr.  Bagsdale.  Farming  as  a  whole. 

Mr.  Breitung.  It  has  made  more  rapid  strides. 

Mr.  Bagsdalb.  Has  it  not  advanced  more?  Just  simply  take 
years  ago  and  now,  in  the  old  country  and  here,  and  has  it  not  ] 
vanced  over  here  in  America  more  than  in  any  country  in  the  worl 

Mr.  Breitung.  You  mean  we  are  further  ahead  of  them — how  i 
vanced  during  that  period? 

Mr.  Ragsdale.  I  mean  made  more  progress  during  the  past 
years  than  any  other  country  in  the  world. 

Mr.  Breitung.  You  mean  advanced  in  machinery? 

Mr.  Ragsdale.  I  mean  advanced  further  from  a  given  point- 
point  where  we  are  now  and  where  we  were  then,  10  years  ago. 

Mr.  Breitung.  That  is  true. 

Mr.  Ragsdale.  And  don't  you  believe,  now,  under  the  present 
rection  of  the  Agricultural  Department,  we  are  on  the  eve  of  the  b 
gest  advance  we  have  ever  made? 

Mr.  Breitung.  I  do. 

Mr.  Ragsdale.  Then  why  should  there  be  any  appreciation  in  ri 
with  this  wise  control  by  the  Agricultural  Department,  when,  by  y 
own  statement,  our  advance  is  greater  than  any  other  country  in 
world? 

Mr.  Breitung.  Here  is  the  reason :  I  do  not  want  to  enter  on  a  c 
cussion,  but  maybe  the  doctor  will  bear  me  out  when  I  say  it  is  gen 
ally  true  that  the  net  return  on  the  farm  in  Europe  is  greater  than 
the  United  States,  when  you  consider  the  market  systems. 

Dr.  Coulter.  It  is  much  more  stable  and  much  more  regular. 

Mr.  Breitung.  Yes ;  and  they  are  much  more  sure  of  their  retur 

Dr.  Coulter.  Yes ;  they  are  much  more  sure  of  their  returns. 

Mr.  Breitung.  And  then,  you  have  to  remember,  when  you  a 
sider  the  difference  of  the  market  systems,  he  comes  very  close 
getting,  if  he  does  not  really  get  more  net. 

Mr.  Coulter.  That  is  pretty  hard  to  say;  but  I  think,  with 
doubt,  it  is  much  more  staple,  much  more  regular,  and  they  are  mi 
more  sure  of  their  returns  and  there  is  less  uncertainty  than  we  ha 

Mr.  BiffiiTUNG.  There  is  no  doubt  about  it. 

Mr.  Coulter.  We  run  to  all  extremes  ? 

Mr.  Breitung.  You  have  made  the  very  argument  I  mean:  t 
being  more  regular,  it  is  safer. 

Mr.  Coulter.  I  think,  without  doubt,  it  is  safer. 

Mr.  Breitung.  Have  you  ever  figured  what  the  farmer  actui 
gets,  and  have  you  figured  that  very  often  our  fanners  have  bun 
or  thrown  their  crops  awav;  and  they  do  not  have  to  do  that 
Europe?  With  all  due  deference  to  you  two  gentlemen — I  do 
remember  the  figures,  and  it  is  hard  to  get  accurate  figures — 
these  two  gentlemen  know  and  I  am  still  a  little  in  doubt  as 
whether  the  net  of  the  European  farmer  is  not  as  sjreat  or  gi-ei 
than  over  here,  when  you  consider  the  facilities  and  tliat  our  fara 
must  burn  their  crops  at  times  and  can  not  move  them  at  time*. 

Mr.  Coulter.  Considering  conditions? 

Mr.  Breitung.  Yes;  considering  what  an  American  can  live 
over  here  and  then  that  a  dollar  goes  twice  or  three  times  as 
over  there.    That  is  the  idea. 
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Mr.  Raqsdale.  In  other  words,  when  you  consider  how  they  live 
and  how  we  live,  but  not  what  a  man  can  live  on? 

Mr.  Bbeitung.  Yes.  After  all,  I  am  not  so  sure  I  am  very  far  from 
it.  Of  course  I  do  not  want  to  dispute  it,  but  I  am  not  certain ;  but 
that  is  the  way  I  figure,  that  the  European  farmer  over  there,  taking 
the  regular  conditions,  the  regular  market,  and  everything  else,  does 
not  really  get  more  net  out  of  it,  without  what  is  costs  to  live,  than 
our  farmers  do. 
Mr.  Coulter.  That  may  be  true. 

Mr.  Platt.  Have  the  farm-credit  associations  over  there  added  to 
that? 

^  Mr.  BBETruNG.  Yes ;  th^t  is  true ;  very  much.    Now,  what  I  would 
like  to  say  to  vou  is  that  there  is  no  attempt  to  do  what  you  think, 
for  a  certain  class  to  get  control  of  this. 
Mr.  Bagsdale.  Oh,  no. 

Mr.  Brettung.  The  attempt  is  the  other  way  around. 
Mr.  Raosdale.  I  am  suggesting  that;  I  am  stating  what  I  believe 
to  be  the  risk,  that  is  all. 

Mr.  Bbettung.  I  know  what  you  mean — ^that  these  men  have  the 
credit  and  they  would  lend  it? 
Mr.  Bagsdale.  They  would  sell  it. 

Mr.  BREmjNG.  They  would  sell  it,  and  the  other  men,  even  if  they 
bad  it,  would  not  be  willing  to  sell  it. 
Mr.  Bagsdale.  Would  not  do  it? 

Mr.  Breitung.  Would  not.    There  may  be  something  in  that. 

(In  order  to  preserve  the  continuity  of  his  argument,  the  statement 

of  Mr.  von  En^elken,  made  at  to-day's  hearing,  has  been  placed  at 

the  beginning  of  the  proceedings  of  the  session  of  February  27, 1914.) 

;       (Thereupon,  at  1.05  o'clock  p.  m.,  the  committee  adjourned  until 

'    to-morrow,  Friday,  February  27,  1914,  at  10.30  o'clock  a.  m.) 
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FBIDAY,  EEBBIJABY  27,   1914. 

United  States  Sekatb, 

Washington,  D.  C. 
The  subcommittees  met  in  joint  session  at  10.30  o'clock  a.  m.,  Hon. 
Henry  F.  Hollis  presiding. 

Present:  Representatives  Bulkley,  Stone.  Seldomridge,  Woods, 
Piatt,  and  Moss. 

STATEMENT  OF  F.  J.  H.  VON  ENOELKEN,  OF  FLOSIDA. 

PROCEEDINGS  OF  THURSDAY,  FEBRUARY  26,   1914. 

Mr.  VON  Engelken.  Mr.  Chairman,  I  was  a  member  of  the 
American  commission,  and  I  find  now  I  was  the  only  member  of  the 
American  commission  who  spoke  a  foreign  language  sufficiently  well 
to  get  any  real  information  from  the  people  direct  I  conducted  tn 
investigation,  therefore,  that  was  somewhat  different  from  the  inves- 
tigation conducted  bv  the  commission  as  a  whole,  because  I  knew 
that  practically  all  they  would  get  in  the  hearings  that  were  to  be 
held  would  be  figures  and  statistics,  which  we  already  had  in  this 
country.  What  I  wanted  to  get  more  than  anything  else  was  to  to* 
quire  an  insight  into  the  habits  and  the  lives  and  the  characteristics 
of  the  people  under  which  this  system  had  flourished  and  them  Hiaka 
a  comparison  in  order  to  see  whether  what  had  been  so  very  success- 
ful over  there  could  be  transferred  to  our  conditions  with  any  degree 
of  success.  Therefore  I  spent  most  of  my  time  in  Germany  in  the 
country  living  with  the  farmers  in  their  homes.  Congressman  Mosb 
accompanied  me  there  for  some  time. 

Now,  I  may  say  in  the  beginning,  that  I  am  in  favor,  as  one  of 
the  authors  of  the  minority  report,  of  the  underlying  principles  of 
the  report  of  the  United  States  commission.  Our  report  deals 
largely  with  the  means  by  which  this  system  is  to  be  e^blishei 
because  we  felt  there  were  certain  weaknesses  in  the  plan  as  outlined 
here  which  would  militate  against  securing  that  confidence  on  the 
part  of  the  investor  which  is  going  to  be  essential  if  the  system  is 
a  success. 

Mr.  Bulkley.  Can  you  tell  us  how  many  joined  in  the  minority 
report? 

Mr.  VON  Engelken.  Mr.  Jones,  of  Denver,  and  myself  wrote  this 
minority  report,  and  it  was  sent  around  and  has  six  signatures. 

Mr.  Bulkley.  Out  of  how  many  members? 

TVIr.  VON  Engelken.  Can  you  tell.  Dr.  Coulter? 

Mr.  Coulter.  There  were  79  members. 

Mr.  VON  Engelken.  There  were  29  members  in  favor  of  the  mt- 
jority  report  and  6  for  the  minority,  and  the  balance  took  no  action 
340 
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Mr.  Coulter.  There  were  about  18  or  20  who  wrote  in  and  ex- 
iressed  their  views,  and  the  majority  of  the  commission  was  in  ses- 
ion  here  when  the  action  was  taken. 

l^Ir.  VON  Eng£lk£N.  The  minority  report  differs  from  that  of  the 
najority  in  this  particular :  This  report  is  a  minority  report,  really, 
>f  the  majority  report  of  the  American  commission  of  the  United 
States  commission's  report. 

The  first  part  of  this  report  outlines  some  of  the  objections  which 
the  minoritv  has  to  the  modified  suggestion  in  the  report  of  the 
majority  oi  the  commission  that  cooperative  credit  should  be  en- 
couraged in  this  country  at  this  time.  Personally  I  am  unalterably 
opposed  to  that,  except  under  proper  guidance  and  supervision. 
The  majority  of  the  American  commission  made  no  specific  recom- 
mendations; and  as  Mr.  Jones  and  I  picked  some  flaws  in  this  United 
States  commission's  bill,  to  which  I  shall  refer  later  on,  we  embodied 
in  our  minority  report  also  a  plan  which  has  the  same  principles 
as  the  plan  of  the  United  States  conmiission,  but  differs  in  some 
minor  essentials  which  we  think  tend  rather  to  safety. 

Now,  I  may  also  say  here  that  I  am  opposed  as  a  farmer  to  the 
creation  of  any  system,  through  Government  means  or  aid,  for  the 
purpose  of  establishing  short-time  credit  institutions.  And  as  I  go 
on  I  would  appreciate  it  if  you  gentlemen  would  question  me  on  that 
subject,  because  I  have  very  decided  views  on  it.  The  principal  one 
is  I  do  not  see  any  need  for  it. 

Mr.  Platt.  You  are  referring  now  to  personal  credit? 

Mr.  VON  Engelken.  Yes,  sir ;  I  am  referring  to  personal  credit.  I 
nnderstand  President  Wilson  has  approved  it,  and  I  am  sorry  to 
differ  with  him. 

Taking  up  this  bill  now — ^that  is  the  thing  we  really  have  under 
discussion',  isn't  it — the  United  States  commission's  plan? 

Mr.  BuLKLBY.  The  subject  generally  is  under  discussion.  A  great 
deal  of  the  discussion  has  been  directed  to  the  Fletcher-Moss  bill, 
bat  I  would  be  glad  to  have  you  make  any  remarks  you  please  on. 
the  subject,  whetEer  they  are  (firectly  applicable  to  that  bill  or  not. 

Mr.  VON  Engelken.  I  want  to  refer  particularly  to  this  bill,  be- 
oaiise  I  think  it  embodies  more  that  is  good  than  anything  that  I 
have  seen  on  the  subject. 

Mr.  BuLKLBY.  That  is  the  assumption  that  we  have  been  working 
on,  but  we  have  not  in  any  way  committed  ourselves  to  that  bilL 

Mr.  VON  Engelken.  One  of  the  fundamental  weaknesses  to  this 
Inll  is,  in  my  opinion,  that  in  the  first  place  it  provides  for  a  commis- 
«i<ffler  of  farm-land  banks,  who  is  to  receive  a  salary  of  $6,000  a  year. 
Now.  let  me  say  in  the  beginning  that  I  have  tried,  in  considering 
this  Dill,  to  eliminate  myself  as  a  farmer  and  put  myself  in  the  place 
of  an  investor,  because  you  gentlemen  are  reaUy,  in  the  last  analysis, 
holding  a  brief  not  for  the  farmers,  but  for  the  investor. 

If  you  can  secure  the  immediate  confidence  of  the  investor  any  sys- 
tem almost  that  you  can  devise  will  supply  the  farmer  with  the 
money.  You  might  devise  a  system,  maybe,  to  provide  farm  mort- 
gages, bat  unless  that  system  absolutely  appeals  to  the  confidence 
)f  the  investor  it  will  fall  of  its  own  weight. 

From  the  standpoint  of  a  bond  buyer,  the  first  weakness  in  this 
>ill  is  that  you  have  a  system  which  is  to  provide  an  outlet  for 
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$2,000,000,000,  we  will  say,  in  round  figures,  of  farm-mortgage  se- 
curities. The  Government  undertakes  to  act,  in  a  measure,  as  i 
^ardian  between  the  investor  and  the  farmer,  through  a  system  of 
mspection.  In  other  words,  it  attempts  to  insure  the  investor  thit 
there  has  been  an  inspection  made  of  the  security  offered  and,  li 
far  as  can  be  ascertained,  it  is  good. 

Now,  you  have  here  provided  for,  in  Washington,  one  man  draw- 
ms  $6,000  a  year  to  stand  between  the  investing  public  and  the  poi- 
sible  issue  of  $2,000,000,000  of  bonds,  and  at  the  particularly  un- 
fortunate time  when  the  system  is  to  be  inaugurated,  you  see.  B 
^ou  get  a  system  started  and  its  works,  one  man  can  probably  handb 
it,  but  at  its  inception,  when  everything  must  be  done  and  must  be 
built  from  the  ffl*ound  up  at  the  outset,  it  certainly  will  require  more 
men,  who  can  handle  this  properly  and  have  the  ability  to  under-  - 
stand  it,  than  one  man.    That  is  one  of  the  first  weaknesses. 

Take  your  currency  system,  for  instance.    For  the  elaborate  sye* 
tem  you  have  built  up,  you  have  a  board  here  and  the  Federal  reserte  J 
banks  to  pass  upon  the  security  in  lieu  of  which  currency  shall  be  | 
issued.    Bonds  are  money,  altnough  they  certainly  are  not  1ml 
tender,  but  in  any  event  wnat  is  good  for  the  goose  is  good  for  UK 
gander. 

Mr.  Platt.  This  provision  for  the  farm-land  bank  refers,  I  fr 
it,  to  a  man  similar  to  the  Comptroller  of  the  Currency? 

Mr.  VON  Engblken.  Yes ;  but  under  the  Comptroller  of  the  -i 
rency  is  this  Federal  reserve  board. 

Mr.  BuLKLEY.  It  is  not  exactly  under  him,  but  rather  contrds  w 
whole  organization. 

Mr.  VON  Engelken.  It  is  part  and  parcel  of  the  or^nization,  and 
that  board  has  on  its  hands  now  the  work  of  inaugurating  the  systonii 
hasn't  it? 

Mr.  Platt.  Yes. 

Mr.  VON  Engelken.  And  as  far  as  I  can  ascertain  the  amount  d 
currency  issued  in  this  country  at  any  one  time  is  certainly  less  thii 
a  billion  dollars.  And  here  is  an  issue  of  bonds  which  may  be  twice 
as  much,  and  yet  you  provide  no  vehicle  for  the  establishment  of  thit 
system,  particularly  in  view  of  the  fact  that  you  are  dealing  with  • 
class  of  people  who  have  absolutely  no  experience  in  it,  whereas  ii 
the  currency  bill  you  are  dealing  with  bankers  and  men  of  albiis 
and  men  who  can  readily  grasp  tne  proposed  change.  ^  i 

Mr.  BuLKLEY.  Of  course,  the  amount  of  currency  outstanding  it 
any  one  time  is  no  measure  of  the  difficulties  in  administration.  In 
a  commercial  banking  system  the  turnover  of  securities  is  much  mow 
rapid. 

Mr.  VON  Engelken.  I  imderstand  that;  but  the  main  idea  I  wti 
trying  to  bring  out  was  the  fact  it  would  require  more  men  here  in 
Washmgton  and  a  more  comprehensive  head,  because  the  farmeii 
must  be  led. 

Mr.  Platt.  Your  idea  is  that  it  should  be  a  board? 

Mr.  VON  Engelken.  A  board,  at  least. 

Mr.  Platt.  I  do  not  understand  it  is  the  office  of  this  bill  that  thM 
banks  will  necessarily  be  organized  in  very  great  numbers  all  at  oiiC% 
but  that  they  will  be  somewhat  of  a  slow  growth.    In  the  first  plaeti ' 
some  of  the  States  will  have  to  pass  certain  legislation  before  they 
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in  be  organized  in  those  States,  simplifying  title  registration  and 
bolishing  mortgage  taxation. 

Mr.  VON  Engelken.  I  can  not  believe  that.  When  this  bill  is 
ttssed — ^and  I  believe  it  will  be  workable  when  it  is  passed — ^there 
rill  be  a  certain  effort  through  the  country  to  enable  the  farmers  to 
ake  advantage  of  it,  because  the  thing  is  very  pressing. 

Mr.  Platt.  Is  it  true  that  the  need  is  any  more  pressing,  particu- 
mrly  at  this  time,  than  it  has  been  at  any  time  within  the  past  25 

Krs,  we  will  say?  Farmers  to-day  are  more  prosperous  than  ever 
ore,  and  land  values  have  enhanced,  and  they  are  getting  more 
Iwr  their  products. 

Mr.  VON  Engelken.  But,  you  see,  the  greatest  thing  in  the  world 
fiiat  is  keeping  the  farmers  in  business  is  the  improvement  in  land 
nines. 

Mr.  Platt.  I  agree  with  you  on  that.  I  think  it  has  been  the  un- 
tuned increment. 

Mr.  VON  Engelken.  That  has  been  the  salvation.  If  land  values 
kd  remained  the  same  or  gone  down  imder  the  slipshod  methods  of 
fuming,  a  large  number  off  arms  would  be  untenanted. 

Mr.  Platt.  And  at  the  same  time  the  values  have  gone  up,  and 
because  the  products  have  gone  up  the  farmer  is  getting  more  than 
be  ever  has  in  the  past,  even  in  the  Civil- War  days. 

Mr.  VON  Engelken.  That  is  very  true.  And  when  I  say  the  need 
8  pressing  at  this  time  I  do  not  mean  to  say  it  is  more  pressing.  It 
las  been  pressing  all  along  during  the  last  generation. 

Mr.  Platt.  You  do  not  mean  to  say  there  is  any  pressing  need  at 
he  present  time  that  requires  a  desperate  action? 

Mr.  VON  Engelken.  No;  I  do  not  say  if  this  system  is  not  inaugu- 
ated  within  a  year  or  two  a  great  many  of  the  farmers  are  going  out 
f  business.  They  will  manage  to  get  along  just  as  they  have  in 
be  past.    But  I  say  this,  that  the  farmers  are  bringing  a  pressure 

0  bear  upon  the  legislatures  to  enable  them  to  take  advantage  of 
he  means  necessary  and  make  it  advantageous  for  their  use;  and 
iven  the  farmers  who  have  mortgages  on  their  land  now  will  trans- 
^  their  mortgages  as  fast  as  they  can  into  a  system  where  they  can 
jet  a  better  mortgage  rate  with  the  amortization  plan. 

Mr.  Platt.  I  am  not  so  sure  of  that.  I  think  a  good  many  of  them 
irilL  but  I  do  not  think  they  all  will. 

Mr.  VON  Engelken.  Of  course,  I  do  not  mean  to  indicate  they  all 
till,  but  from  my  experience  I  think  a  good  many  of  them  will. 

Mr.  Platt.  Take,  for  instance.  States  like  Illinois,  Indiana,  Ohio, 
Pemisylvania,  and  New  York,  where  the  rate  of  interest  paid  is  less 
than  6  per  cent,  or  along  in  the  neighborhood  of  6  per  cent.  Under 
Hus  system  the  farmers  will  not  get  much  cheaper  rates  than  that, 
if  any. 

Mr.  VON  Engelken.  That  brings  up  a  point  I  was  going  to  come  to 

1  little  later  on.  I  feel  you  must  get  away,  really,  in  the  considera- 
tion of  this  problem,  from  those  Central  States,  because  the  farm- 
Bjf  in  those  States  is  not  new.  They  are  older  States  and  the  agri- 
iomire  is  established,  and  a  system  of  this  sort  will  not  make  an 
uppeal  to  them  that  it  will  to  the  Southern  States  and  the  Western 
mtes,  and,  in  fact,  all  of  the  newer  States,  you  see. 
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Mr.  PiiATT.  I  think,  judging  from  my  knowledge  of  the  fan 
of  the  Eastern  States,  that  they  would  probably  be  in  a  better  i 
tion  to  take  advantage  of  a  system  like  this  and  organize  it  tha 
the  newer  States. 

Mr.  VON  Engelken.  I  do  not  quite  see  that 

Mr.  Platt.  The  conditions  are  more  stable  and  they  have  moi 
invest  themselves  in  it. 

Mr.  VON  Engelken.  You  mean  that  the  farmers  have  moi 
invest  themselves? 

Mr.  Platt.  Yes.  I  do  not  think  the  farmers  of  the  Eastern  S 
are  as  well  off,  perhaps,  as  they  are  in  some  of  the  Central  We 
States,  like  the  Dakotas  and  Iowa,  for  instance.  Perhaps  the  far 
in  those  sections  are  better  off  than  they  are  in  New  York 
Pennsylvania.    I  think  they  are,  as  a  rule. 

Mr.  VON  Engelken.  You  mean  in  the  com  belt? 

Mr.  Platt.  Yes. 

Mr.  VON  Engelken.  What  I  was  trying  to  indicate  was  tha 
spread  of  this  movement  would  probably  be  most  pronounced  i 
less  wealthy  States,  perhaps  along  the  Atlantic  coast,  in  the  S 
and  West.  * 

Mr.  Platt.  They  have  got  to  find  the  capital  to  organize  the  1 
from  somewhere. 

Mr.  VON  Engelken.  Yes;  I  know  they  do.  But  in  this  mil 
report  there  we  have  submitted  a  plan  which  will  in  a  measure 
the  farmer  in  getting  his  capital. 

Mr.  Platt.    Yes. 

Mr.  VON  Engelken.  The  next  point,  gentlemen,  in  this  mat 
the  proposition  to  allow  any  10  farmers  to  open  a  bank.  I  ca 
agree  with  that  at  all.  In  the  first  place,  you  must  take  into  a 
eration  that  the  farmer  is  the  greatest  of  optimists  and  als 
greatest  of  pessimists  in  the  world.  Mentally  he  has  not  the  b« 
that  the  business  man  must  have  to  be  a  successful  business  maj 

Mr.  Platt.  What  do  you  mean  by  being  the  greatest  optimif 
at  the  same  time  the  greatest  pessimist? 

Mr.  VON  Engelken.  I  mean  a  farmer  acts  a  great  deal  in  this 
He  is  subject  to  so  many  conditions  over  which  he  has  no  co 
If  he  has  two  or  three  days  of  rain,  you  can  meet  the  farmers  c 
road  and  every  one  will  be  a  pessimist  for  the  time  being — the 
are  ruined,  and  thev  don't  know  what  they  are  going  to  do,  a 
forth  and  so  on.  Then  the  thing  changes.  I  have  just  gone  thi 
such  an  experience  at  home  within  the  last  two  or  three  days, 
pretty  soon  the  crops  will  grow  up  a  little  better  and  the  soi 
shine,  and  then  they  get  very  optimistic  and  they  are  going  to 
great  big  crops,  and  so  forth  and  so  on.  And  so  they  go  from  er 
to  the  other — from  an  extreme  pessimist  to  an  extreme  optin 
without  that  balance  of  mentality  which  is  part  and  parcel  of  a 
conservative  business  man. 

Now,  then,  the  proposition  is  to  let  these  farmers  open  a  bi 
independent — and  then  go  out  into  the  open  market  and  scdl  I 
And  these  10  farmers,  or  more,  are  to  appoint  a  committee  of 
who  are  to  appraise  the  property,  and  that  is  the  only  restr: 
made  upon  the  amount  to  be  loaned  upon  this  property 
appraisement  of  these  three  farmers.    And  I  do  not  believe  tha 
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Ould  encourage  any  degree  of  investment  in  farm-land  mortgage 
tods,  particularly  when  thev  are  issued  by  the  little  local  banking 
istitutions  fighting  amon^  tnemselves  for  such  portion  of  the  bond 
arket  as  may  happen  to  oe  available.  In  the  nrst  place,  the  thing 
going  to  fall  to  pieces,  because  they  could  not  get  50  for  their 
ads,  if  they  sold  them  at  all. 

ktr.  BuiiKLiEY.  Would  you  buy  the  stock?  Is  that  an  attractive 
v^cstment? 

Sdr.  VON  Engelken.  The  stock  of  these  banks? 
Mbr.  BuLKLEY.  Yes. 

kdr.  VON  Engelken.  It  would  not  appeal  to  me  as  a  farmer. 
Mbr.  BuLKLEY.  How  do  you  think  it  would  be  received  in  the  com- 
Lnity  where  you  live?    You  live  in  Florida,  do  you  not? 
klr.  VON  Engelken.  Yes ;  I  live  in  Florida. 
Mr.  BuLKLEY.  How  do  you  think  it  would  be  received  there  ? 
W[r.  VON  Engelken.  I  will  tell  you  what  I  think  upon  that,  Mr. 
Jkley.    If  this  bill  went  through  our  farmers  would  perhaps  get 
jether  and  raise  $10,000,  because  the  farmers  down  there,  with 
7y  few  exceptions,  are  not  very  familiar  with  the  underlying  eco- 
mic  principles  of  finance.    They  would  look  at  this  and  say, "  The 
^vemment  has  looked  into  this  thing  and  passed  it  on  to  us  as 
and.    We  will  now  organize  a  bank  and  sell  bonds."    And  they 
Te  no  idea  what  it  means  to  sell  bonds;  no  conception. 
Mr.  Bulkley.  In  other  words,  you  think  they  would  in  fact  sub- 
Tibe  to  the  stock  whether  it  was  good  judgment  to  do  so  or  not? 
Mr.  VON  Engelken.  Yes;  I  do.    Now,  fliey  would  be  confronted 
^t  there  with  this  situation :  Personallv  I  would  not  take  stock 
a  bank  of  that  sort,  but  I  would  be  the  first  one  to  take  the  money 
I  could  from  Dr.  Coulter's  bank  there,  we  will  say,  if  I  could  get 
to  lend  me  20  per  cent  of  its  capital.    Now,  those  farmers,  without 
ty  guide  or,  in  fact,  any  control,  would  loan  me  $2,000,  which  is 
per  cent  of  their  capital.    I  would  have  the  money  for  35  years, 
^  will  say.    Then  they  would  proceed  to  issue  bonds  and  try  to 
Q  them;  and,  let  us  say  for  the  sake  of  argument,  that  the  best 
at  ihev  could  get  for  their  bonds  would  be  60.    What  is  going  to 
ippeat    That  is  the  last  loan  those  fellows  are  going  to  make.    And 
fviously  they  can  not  liquidate — ^ — 

Mr.  PIatt  (interposing).  It  depends  very  largely  on  the  interest 
torn  on  the  bonds  there,  does  it  not,  as  to  what  they  would  sell 
r  f    Do  you  suppose  they  would  be  4  per  cent  bonds  ? 
Ifr.  VON  Engelken.  No,  sir. 
Dr«  CotJi/nsB.  Not  in  Florida? 
jMr.  vojsr  Engelken.  Not  in  Florida.    They  will  run  around  7^ 

r^  Fk«4TT.  Don't  you  think  you  could  get  more  than  60  for  an  8 
'» bond,  for  instance  ? 

i.^Bhgbuken.  I  do  not  believe  they  could,  unless  they  could 

had  been  conservatism  in  the  issuing  of  that  bond 

!iJn|r  the  property.    I  can  get  money  down  there  from  an 

^  lltS  per  cent,  but  the  individual  who  loans  the  money 

«p Hie  property,  you  see.    Take  your  own  case,  for  instance. 

«e  bcmds  came  to  you.    You  know  nothing  of  Florida, 

that  10  farmers  there  have  organized  a  bank  and 
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the  farmers  have  appraised  mv  property,  and  they  hand  it  to  jo«| 
DOW,  as  being  50  per  cent  of  the  value  on  a  conservative  vtluatiQi.   I 
Would  you  buy  it  i 

Mr.  Platt.  If  these  farmers  had  actually  put  $10,000  in  cash  inti 
their  bank,  I  am  inclined  to  think  I  might  take  a  chance  (m  one  or 
two  of  them.  I  do  not  think  I  would  consider  them  a  gilt-edfl 
investment  for  trust  funds  at  the  start. 

Mr.  VON  Engelken.  That  is  it  exactly ;  and  that  is  what  you  mi 
have. 

Mr.  Coulter.  And  that  is  what  the  bill  provides,  for  trust  funhj 
of  the  United  States  courts,  for  these  institutions,  where  the  land ' 
to  be  appraised  by  the  members  themselves,  and  maybe  the  farmmj 
who  want  the  loan  themselves ;  and  that  is  why  I  believe  the  mP 
nority  has  brought  a  suggestion  here  which  is  the  best  that  has  beet 
offered,  as  to  how  the  appraisement  should  be  made  if  the  bonds  ire 
to  sell  outside  of  the  little  community  where  the  institution  is  locatei 

Mr.  VON  Engelken.  In  the  first  place,  let  us  say  we  are  10  fannen 
organizing  a  bank.  Now,  you  come  straight  from  the  farm,  and  tto 
first  people  who  will  go  to  borrow  from  the  bank  are  the  men  wbo 
are  in  it.  Many  of  them  will  borrow  from  the  bank  to  pay  them  lor 
the  capital  they  put  in  to  organize  with.  You  see,  those  are  institu- 
tions of  borrowers,  you  understand.  Now,  then,  this  committee  ooma 
around  to  me  and  appraises  my  land.  Is  it  not  logical  to  suppott 
that  this  committee  and  those  farmers  will  appraise  that  land  at  ill 
highest  possible  value? 

Mr.  Coulter.  If  they  want  to  borrow  much  money? 

Mr.  VON  Engelken.  Yes.  Conditions  are  prosperous  now,  tad 
there  are  high  land  values,  and  they  will  get  as  much  money  on  their 
property  as  they  can,  and  therefore  they  will  appraise  my  propertt 
as  high  as  they  dare.  Then  it  is  simply  a  case  of  I  scratch  your  raa 
and  you  scratch  mine.  And  all  the  property  in  that  bank  will  bi 
at  a  nigh  appraisal.  You  see  the  weakness  I  mean,  and  I  have  takei 
this  bill  to  the  Lord  in  prayer  with  me,  is  the  fact  that  you  have  no 
check  on  the  appraisement  of  this  property,  and  unless  you  can  ••• 
sure  the  investor  there  has  been  some  real  check  on  the  optimism  A 
the  farmers  in  appraising  this  land,  you  will  never 

Mr.  Platt  (interposing).  Isn't  there  a  provision  in  here  that  tfai 
appraisement  shall  correspond  with  the  assessed  valuation? 

Mr.  VON  Engelken.  No. 

Mr.  PLatt.  That  is  is  in  one  of  the  bills. 

Mr.  Coulter.  The  statement  of  the  assessed  valuation? 

Mr.  VON  Engelken.  I  have  a  farm  in  Florida  for  which  I  have  »• 
fused  a  bona  fide  offer  of  $18,000.  What  do  you  suppose  it  is  ap- 
praised  at? 

Mr.  Platt.  About  $7,000. 

Mr.  voN  Engelken.  $800.  Where  is  the  relation  between  tbt 
value  of  that  property  and  the  assessed  value.  The  value  of  that 
farm  is  based  upon  the  income  earning  power  value  over  a  period  ol 
five  or  six  years,  and  where  is  the  relation  between  the  assessed  vilai 
and  the  actual  value  of  that  property  ? 

Mr.  Coulter.  I  may  say  there  that  Senator  Gore,  who  was  a  ineBH 
ber  of  the  United  States  commission,  suggested  a  certain  peroentags 
of  the  assessed  value  should  be  used  as  a  basis,  and  his  argument  w» 
it  would  force  the  farmers  of  the  country  to  carry  throagfa  SW* 
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rs  making  the  assessed  value  the  true  value  of  the  property  and 
tighten  out  the  tax  system  of  the  States  at  the  same  tmie. 
Mr.  BuLKJLEY.  Is  not  that  the  root  of  the  whole  thing?     You  are 
baking,  Mr.  von  Engelken,  about  the  tendency  of  the  farmers  to 

r'se  the  property  too  high  ? 
VON  Engelken.  Yes. 
Mr.  BuLKLEY.  Now,  if  they  were  limited  to  the  assessed  value, 
■re  would  not  be  that  danger,  would  there? 

Ifr.  VON  Engelken.  No;  there  would  not  be  that  danger,  but  a 
pt  many  farmers,  on  the  other  hand,  who  have  property  of  real 
Bth  would  suflFer  by  not  getting  what  they  would  be  entitled  to 
Ion  a  basis  of  its  true  value. 

ifr.  BuLKLEY.  If  they  should  get  their  assessments  increased  to  the 
le  value,  where  would  be  the  damage? 

Mr.  VON  Engelken.  Let  me  explain  that  to  you.    We  are  assessed 
home  22  mills  on  the  dollar. 
tfr.  Platt.  Taxed,  you  mean? 

ilr.  VON  Engelken.  Yes;  taxed  22  mills  on  the  dollar.  Now, 
ere  would  I  get  off  if  they  assessed  my  property  at  anything  like 
feir  value? 

idr.  Bm-KUJY.  Of  course  if  they  assess  everybody  else's  farm  at  its 
r  value,  they  would  reduce  the  rate. 

Dr.  Coulter.  They  would  reduce  the  rate,  because  the  value  of  the 
>perty  would  be  doubled  or  trebled  or  quadrupled,  and  the  rate 
did  be  reduced  accordingly. 

Ifr.  VON  Engelken.  We  are  just  now  going  through  an  experience 
Florida  of  that  kind.  They  are  appraising  the  property  at  more 
e  its  real  value;  and  while  that  is  proposed,  we  all  feel  if  it  is 
ssed,  because  the  assessment  has  been  put  up  to  the  limit,  it  is  to 
used  as  a  way  of  getting  more  money.  The  assessment  will  jump 
and  the  millage  will  drop  down  at  first,  but  then  in  a  few  years 
jv  will  be  up  again. 

Dr.  Coulter.  Now,  that  is  true  in  every  part  of  the  country.  The 
ne  thing  is  actually  happening  in  my  State.  They  have  actually 
tie  out  and  made  a  new  appraisement  of  the  property,  and  they 
ve  taken  the  selling  price  of  the  property  as  the  basis  and  now  they 
J  down  to  a  point  where  they  are  practically  without  a  State  debt. 
lere  is  no  State  tax,  practically,  at  all.  That  is  to  say,  the  State 
y  is  canceled  year  after  year  because  they  derive  their  taxes  from 
i  income  tax,  the  inheritance  tax,  and  the  corporation  tax,  and  the 
idency  is  in  States  where  the  assessed  value  is  equal  to  the  true 
lue  that  your  levy  goes  down  and  down  until  you  actually  cancel 
5  taxes  for  several  years. 

ilLr.  BuLKLBY.  We  nave  reduced  our  tax  rate  in  Cleveland  from 
out  3.30  to  1.55  by  a  more  honest  assessment,  but  the  assessment 
not  high  enough  yet. 

Dr.  Coui/TER.  That  has  been  Senator  Gore's  contention,  and  I  was 
hopes  Senator  Gore  would  be  here  in  these  hearings,  because  he 
\de  a  considerable-  study  of  that  and  said  he  reserved  the  right  to 
ise  that  question  when  the  matter  got  before  the  committee. 
Mr.  Platt.  I  think  there  is  some  truth  in  what  Mr.  von  Engelken 
d,  though,  when  you  get  the  assessment  up,  the  tendency  is  not  to 
t  the  tax  rate  down  low  enough  to  make  tne  tax  bills  quite  as  low 
they  were  before. 


Digitized  by 


Google 


848  BUBAL   CBEDITS. 

Mr.  BuLKLEY.  Yes ;  there  is  something  in  that. 

Mr.  Platt.  The  people  feel  that  way,  and  then  there  is  a  qu« 
between  the  people  in  the  country  and  the  people  in  the  city,  foi 
stance,  as  to  an  equalization  of  the  assessment.  The  assessmei 
think,  ought  to  be  higher  in  proportion  to  the  true  value  than  it 
the  case  of  your  Florida  farm. 

Mr.  VON  ENGELkEN.  It  is  going  to  be. 

Senator  Owen.  What  is  vour  suggestion  as  to  how  a  check  c 
be  put  upon  this  situation? 

Mr.  VON  Engelken.  That,  Senator,  is  bound  up  largely  with 
other  feature  I  propose  to  call  your  attention  to,  and  that  is 
organization  of  this  local  bank  into  a  State  federation  with  a  cen 

Dr.  Coulter.  And  yet  it  is  true  your  suggestion  would  a 
equally  well  to  this. 

Senator  Owen.  I  do  not  think  I  heard  your  suggestion  as  to 
you  would  be  able  to  put  a  check  on  an  uniair  valuation. 

Mr.  VON  Engelken.  Of  course  our  minority  report  there  has 
mitted  a  plan  whereby  we  have  no  new  banfis  for  the  farmers 
cause  after  talking  it  over  and  discussing  it  thoroughly  we  can 
the  conclusion,  and  1  am  rather  still  inclined  to  the  opinion,  th 
is  wiser  to  do  with  what  we  have  and  is  safer,  maybe,  than  t< 
something  new,  because  it  has  worked  with  the  people  with  whoi 
have  nothing  in  common  except  perhaps  physical  construction, 
that  is  with  the  little  country  banker,  the  local  banker.  I  have  n 
great  deal  in  these  farm  papers  about  this  thing,  and  it  has  b( 
cry  against  the  Money  Trust  and  against  this  thing  and  that, 
noDody  has  said  a  word  for  the  poor  banker  who  really,  in  the 
analysis,  is  the  best  friend  the  farmer  has. 

Mr.  Platt.  Undoubtedly  there  is  an  enormous  amount  of  du 
the  air,  and  some  of  it  has  got  to  be  cleared  away. 

Mr.  VON  Engelken.  I  am  going  to  start  to  clear  some  of  it 
right  now.  And  I  will  tell  you  I  am  for  the  country  banker.  G< 
men,  without  question  the  country  banker  has  done  more  fo: 
farmer  in  the  past  than  he  has  deserved,  because  the  farmer  ha 
been  in  a  position  to  merit  credit  anywhere  by  his  conduct.  Fui 
more,  he  nas  not  conducted  his  operations  in  the  past  in  a  mi 
which  would  merit  any  degree  of  credit.  If  anv  commercial  1 
conducted  its  business  as  the  average  farmer  conducts  his,  they 
not  get  a  penny  of  credit.    Is  not  that  so  ? 

Mr.  BuLKLEY.  I  am  afraid  it  is. 

Mr.  VON  Engelken.  I  know  it  is.  Now,  then,  it  is  proposed  to 
the  farmers  who  are  pressed  into  this  bill  suddenly  transmuted 
bankers. 

Mr.  Platt.  It  is  not  necessary  in  all  cases  that  farmers  will  a] 
organize  these  banks.  They  may  be  organized  under  this  pli 
men  who  are  not  farmers  at  all. 

Mr.  VON  Engelken.  Yes,  sir;  but,  you  see,  you  must  remov 
weakest  link  in  the  chain,  because  if  you  do  not  remove  that  wc 
link  the  thing  is  going  to  fall  down ;  in  order  for  the  thing  to 
success,  all  the  links  in  the  system  must  be  equally  strong. 

Senator  Owen.  How  do  you  propose  to  fix  this  value  of  the  1 

Mr.  VON  Engelken.  We  propose  to  link  this  with  the  country 
and  let  the  country  bank  act  as  a  check  upon  the  optimism  c 
farmers  in  appraising  this  land,  you  see.     And,  furihermor 
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provision,  or  suggested  to  Dr.  Coulter  this  provision,  that 

providing  a  Federal  fiduciary  agent  in  every  little  bank-^ 
I  cumbersome  system  and  accomplishes  nothing,  because 
of  those  fiduciary  agents  is  nothing  more  nor  less  than  a 
the  last  analysis — ^let  the  country  banks  transact  their  own 
id  confederate  them  into  a  State  central,  and  let  the  central 
it  of  Government  attack  and  supervision.  Let  the  Govem- 
ide  proper  inspectors  who  will  so  to  the  centraj  and  inspect 
y  behind  these  bonds  before  they  are  allowed  to  float  the 
he  public.  You  see,  that  in  itself,  if  the  farmers  know, 
t  is  a  bank  of  farmers  only,  that  their  valuation  is  goinff 

the  subject  of  a  check  by  Government  appraisement,  it  wifl 
y  wholesome  effect  in  limiting  the  valuation  they  put  upon 
ty  for  loan  purposes.  The  Federal  fiduciary  agents  pro- 
lis  bill  can  not  check  values  behind  the  mortgage.  It  would 
ssible  under  this  system  for  a  farmer  or  a  group  of  farmers 
ling  community — ^what  I  mean  is  in  some  of  the  trucking 
.-^where  there  has  been  a  boom  in  a  certain  thing — ^and  I 
ase  in  mind  where  land  values  three  years  ago  were  up  to 
icre,  and  that  same  land  to-day  can  be  bought  for  $250 — if 

such  farmers  get  together  for  the  purpose  of  organizing  a 
getting  out  from  imder,  they  would  put  a  mortgage  of 
a  $5,0W)  piece  of  land,  don't  you  see? 
IT.  It  looks  possible. 

Engelken.  It  is  possible;  and  it  is  the  possibilities  you 
ider.  But  if  that  goes  to  a  central,  the  central  would 
►  begin  with,  checks  upon  these  farmers  in  their  too  high 
oi  lands  through  the  appraisal  which  the  central  makes; 
he  Government  appraiser  steps  in  when  this  bond  issue  is 

0  be  floated  to  the  public  and  checks  those  securities  which 
hind  the  bonds ;  and  if  the  valuation  in  any  case  seems  to 
out  of  reason  he  will  go  down  and  investigate  and  make 
ither  reduce  the  amount  or  margin  it.  It  is  provided  that 
should  pay  for  this  service,  and  they  are  willing  to  bear 
a  of  inspection.    At  that  point  of  inspection,  let  the  in- 

1  a  sure-enough  inspection  and  check,  as  if  you  were  build- 
bomobile  engine,  where  one  man  grinds  a  flywheel,  and 
ms  a  cylinder,  and  so  forth  and  so  on,  each  part  is  turned 
o  inspection ;  but  when  it  is  ready  to  be  sold  to  the  public 

of  it  is  thoroughly  inspected.  And  that,  in  my  opinion, 
:he  function  the  Government  exercises,  and  the  only  func- 
t  to  charter  these  banks. 

LTER.  That  is  to  say,  when  the  bank  had  finished  making 
ip  to,  say,  $10,000,  or  whatever  the  loans  were,  and  was 
art  issuing  its  bonds,  at  that  point  the  Government  would 

now  sen(fe  an  inspector  to  the  bank,  an  appraiser  to  the 
',  and  the  appraiser,  when  he  reached  tne  community, 
>ect  the  appraisement  by  the  land  banks  of  the  resources 

bonds,  and  unless  those  lands  were  of  proper  value  and 
jement  was  satisfactory  the  bonds  could  not  be  issued. 

Enoslken.  Yes. 

LTER.  And  in  that  way  the  cost  of  appraisement  would  be 
icause  the  appraiser  would  go  only  when  a  larger  number 
ere  to  be  appraised  for  the  purpose  of  circulating  bonds. 
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Mr.  VON  Enoelken.  You  see,  the  cost  of  this  Federal  fidi 
ajgent  now  must  be  borne  by  the  little  banks,  and  if  you  do  awaj 
the  Federal  fiduciary  agent  in  every  bank  and  provide  instea( 
inspection  at  the  central  it  would  reduce  the  cost  to  each 
because  you  would  thus  have  available  a  fund  sufficient  to  pay 
real  rigid  Federal  inspection,  don't  you  see? 

PROCBEDINGS  OF  FRn)AY,  FEBRUABY  27,  1914. 

Mr.  VON  Enoelken.  I  was  thinking  over  last  night  what  I 
yesterday,  and  it  seemed  very  unsatisfactory  to  me,  because  o: 
interruptions.  We  drifted  for  awajr  from  the  subject  I  was  dis 
ing,  and  I  would  like  to  suggest  this  morning  that  I  have  my 
^estions  on  this  bill  grouped  into  various  headings,  and  if  you 
let  me  get  out  of  my  system  my  ideas  on  each  one  of  the  head 
then  I  will  say  when  I  am  done  and  we  can  discuss  that  headii 
that  is  agreeable. 

Senator  Holus.  I  think  we  will  get  along  better  if  we  adopt 
suggestion. 

Mr.  VON  Enoelken.  The  different  features  in  this  bill  that  I 
to  call  your  attention  to  are,  first  of  all,  the  question  of  the 
pendent  State  unit  bank  or  local  unit  bank,  rather,  as  agains 
organization  headed  by  a  State  unit. 

Then  I  want  to  call  attention  to  my  criticism  of  the  fiduciary  i 
and  then,  finally,  on  this  bill  I  want  to  call  attention  to  the  de] 
feature,  and  if  I  have  time  I  want  to  pay  my  respects  to  the  n 
or  short-time  credit. 

I  have  read  very  carefully  the  reasons  given  in  this  bill  i 

frompted  the  writers  of  it  to  suggest  purely  local  institutions 
must  confess  that  while  the  language  is  splendid  and  the  wo 
all  that  could  be  desired,  I  do  not  get  really  any  light  on  the  si 
as  to  why  they  feel  that  that  plan  is  better  than  a  plan  of  an  org 
tion.  Mention  is  made  of  the  fact  that  this  should  be  a  comp< 
system  of  banks.  Let  us  analyze  that  question  and  see  whai 
competition  will  bring  about.  You  are  laying  down  certain 
rules  which  these  banks  must  follow.  If  you  inject  into  a  loci 
trict  competition  the  competition  can  only  take  the  form  of  a  1 
valuation  of  the  land.  In  other  words,  if  you  have  two  banks 
peting  for  the  business  of  the  farmer  in  the  same  district, 
regulated  as  closely  in  the  conduct  of  that  business  as  these 
are,  the  farmer  will  go  to  the  bank  which  puts  the  highest  valuat 
his  land  and  which  will  give  him  the  most  money  on  the  land 
he  has  to  place  behind  the  loan  as  security.  This  appears  to 
be  an  element  of  weakness.  Any  one  institution  can  take  care  ( 
one  district.  Opposed  to  that  plan  is  the  plan  of  a  State  org 
tion  whereby  these  little  local  unit  banks  are  headed  and  guic 
a  State  unit  bank,  which  they  own  and  control.  The  advanta 
that  over  the  independent  system  are  as  follows : 

In  the  first  place  it  will  promote  confidence  on  the  part 
investor,  unquestionably,  if  he  feels  that  there  is  an  organizal 
the  State  which  guides  the  farmers  in  their  transactions  and 
acts  as  a  go-between  and  provides  a  further  inspection  of  the 
behind  the  loans.  This  State  unit  organization  provides  i 
praiser,  and  that  appraiser,  whenever  any  local  has  made  su 
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ttms  to  call  on  the  State  unit  organization  for  funds  in  exchange 
or  its  mortgages,  will  send  this  appraiser  down  there  to  pass  upon 
lie  appraisement  made  of  the  security  back  of  the  loan.  That  rur- 
ier  strengthens  it 

In  the  third  place,  the  State  unit  organization,  being  made  up  of 
1^  the  organizations  in  the  State,  spread  over  the  entire  territory, 
in  a  remarkably  advantageous  position  to  assist  any  local  institu- 
>ji  over  one  or  more  loan  years,  since  obviously  it  will  be  to  the 
^-vantage  of  all  the  other  units  in  this  organization  to  prevent  any- 
Lng  happening  which  will  discredit  the  entire  organization,  owing 
the  fact  that  any  one  unit  may  have  local  crop  failures. 
Another  feature  which  is  very  important  is  this,  that  in  the  bill 
:uch  is  here  before  you  I  fail  to  find  any  provision  made  for  liqui- 
tion.  Your  local  unit  bank  stands  entirely  on  its  bottom,  and  if 
oee  farmers  who  organize  that  bank  become  possessed  of  the  idea 
at  it  Ls  not  profitable,  or  something  happens  in  the  locality  which 
akes  it  unprofitable,  how  can  they  liauidate  ?  Those  farmers  may 
.ve  a  loan,  and  even  one  loan  made  tor  a  period  of  as  long  as  35 
^rs,  and  the  man  who  borrowed  the  money  will  not  return  the 
oney  to  them,  yet  they  are  in  the  enforced  position  that  they  are 
!d  up  to  a  thing  which  is  unprofitable  and  will  have  no  way  of 
itting  out,  whereas,  under  an  organization  such  as  I  have  suggested, 
any  one  unit  wishes  to  get  out,  the  loans  made  by  it  can  be  dis- 
ibuted  among  the  other  units  in  the  State  by  the  organization 
hich  stands  at  the  head  and  guides;  and  in  that  way  any  local  can 
sily  get  out  from  under  if  it  so  desires.  I  think  that  is  a  feature 
at  will  make  a  strong  impression  on  the  investors,  and  the  investor's 
)int  of  view  is  the  point  of  view  that  we  must  keep  before  us. 
Later  on  I  propose  to  show  that  this  State  organization  provides 
:egest  avenue  for  Government  supervision. 

Tnese  are  the  points  that  I  have  mapped  out  here,  which  to  my  mind 
dicate  that  an  organization  will  strengthen  this  plan,  not  only 
its  relation  to  the  local  units,  but  also  in  the  minds  of  the  investing 
iblic. 

Now,  I  would  be  very  glad  to  hear  any  criticisms  of  that. 
Mr.  Woods.  Mr.  von  Engelken,  do  I  understand  that  it  is  your 
!ea  to  have  the  State  institutions  only  issue  the  bonds  ? 
Mr.  VON  Engelken.  Yes,  sir. 
Mr.  Woods.  And  not  the  locals  ? 
Mr.  VON  Engelken.  Not  the  locals. 

Mr.  BuLKLEY.  As  I  understand  your  suggestion  the  State  would  be 
ivided  into  districts,  and  there  would  be  a  single  bank  which  would 
ive  a  monopoly  in  each  district. 

Mr.  VON  Engelken.  No;  I  would  not  control  that  in  any  way; 
it  I  would  provide  that  whenever  these  local  banks  are  organized 
ley  must  become  members  of  the  organization.  I  think  the  matter 
:  opening  banks  will  gradually  seek  its  own  level,  and  whatever 
cal  unit  banks  are*  organized  must  become  members  of  the  State 

ganization.    I  would  make  that  mandatory. 
enator  Hollis.  Just  as  national  banks  have  to  become  members  of 
e  Federal  reserve  system  ? 
Mr.  VON  Engelken.  Exactly. 

Mr.  Sbldombtoge.  Do  you  see  any  advantage  in  your  idea  in  ex- 
iding  the  market  for  the  bonds  —for  the  debentures  ? 
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Mr.  VON  Engelken.    Decidedly. 

Mr.  Seldomridge.  Over  the  other  plan  of  a  large  number  of  imili 
acting  independently  of  each  other  ?  , 

Mr.  VON  Engelken.  Decidedly.  Place  yourself,  for  instance^  km^ 
the  position  of  a  possible  investor  in  land-mortgaee  bonds.  I  lii^iift 
a  portion  of  Florida  with  which  you  are  probably  entirely  izd»  [■ 
quainted,  yet  a  group  of  farmers  and  I  organize  a  bank.  You  migM  p 
be  in  position  to  buy  one  of  our  bonds,  yet  what  do  you  know  aboA  ^ 
ihemf  Nothing,  loy  say, "  Well,  I  know  nothing  about  this  counte  ,; 
These  farmers  may  be  all  right,  and  they  may  not  be  all  right  &  ^ 
other  words,  you  inject  that  which  we  are  trying  to  eliminate,  ts  k  ^ 
as  possible,  and  that  is  the  personal  element  between  the  invest(Mrul:  ^ 
the  man  who  produces  the  assete.  If  you  have  an  organization  haUt  : 
by  the  entire  real-estate  security  of  the  State  of  Florida,  whidil  h 
being  hypothecated,  you  would  not  look  very  much  ftirther.  ^ 

Senator  Hollis.  You  would  provide  that  the  State  associatki 
should  inspect  the  loans,  so  that  you  would  have  annual  r^po!^ 
probably,  of  the  condition  and  how  they  were  doing  business,  but  joi 
would  not  undertake  to  have  any  representative  of  the  State  9» 
ciation  examine  every  loan,  would  you  ?  Would  you  have  the  pat 
dent  examine  every  loan  ? 

Mr.  VON  Engelken.  No.  My  idea  is  this — and  that  idea,  I  maj  si^i 
is  incorporated  in  this  minority  report:  A  local  wiU  make  a  certui 
number  of  loans,  you  see,  under  its  own  appraisement  When  it  W 
a  block  of  mortgages  which  it  is  no  longer  able  to  retain  for  itself- 
and  it  must  be  obvious  that  a  local  will  hang  onto  these  mortgages  ft 
long  as  it  can,  because  of  the  higher  rate  of  interest,  conseqwffltl^ 
more  profit  accruing  to  the  bank  if  it  does  not  convert  the  mort^iga 
into  bonds — but  when  it  gets  a  block  of  mortgages  and  apphcsto 
the  State  unit  organization  for  permission  to  transfer  those  mortgage! 
to  the  State  unit  for  bonds,  you  understand,  the  State  unit  will  supply 
the  funds  in  exchange  for  the  mortgages,  then  the  appraiser  goa 
down  and  investigates  these  securities  before  they  wiU  relieve  ti« 
local  unit  organization  of  them. 

Senator  Hoixis.  And  that,  application  would  not  be  made  unti 
they  had  a  substantial  number,  and  therefore  the  expense  would  be 
divided  among  a  number  of  loans. 

Mr.  VON  Engelken.  Until  they  would  be  compelled  to  call  on  tbe 
central  for  cash  in  exchange  for  mortgages,  which  might  be  only  owe 
or  twice  a  year. 

Mr.  Moss.  How  did  you  intend  to  have  the  capital  of  the  centn 
bank  raised? 

Mr.  VON  Engelken.  By  a  portion  of  the  capital  of  the  local  unitB. 

Mr.  Moss.  So  that  the  entire  capital  of  the  central  bank  would  be 
owned  by  the  local  banks? 

Mr.  VON  Engelken.  Yes,  sir. 

Mr.  Moss.  A\Tiat  security  would  be  behind  a  bond  that  would  be 
issued  by  the  central  bank? 

Mr.  VON  Engelken.  I  will  answer  that  right  here.  There  is  M 
subject  in  this  minority  report  which  is  eliminated  from  the  remirks 
I  have  made  here  now. 

First.  The  signer  of  the  original  loan. 
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econd.  The  combined  judgment  of  the  local  banker  and  his 
ner  associates  as  to  the  desirability  of  the  signer  as  a  borrower 

as  to  the  value  of  his  security. 

hird.  The  land  itself,  upon  which  not  exceeding  50  per  cent  of 
ralue  would  be  loaned. 

borth.  The  indorsement  of  the  local  and  the  moral  obligation  of 
bank  with  which  such  local  is  affiliated. 

ifth.  The  double  liability  of  the  holders  of  the  capital  of  the 
Is,  protecting  all  loans  indorsed  to  the  State  unit  organization  by 
locals. 

ixth.  The  judgment  of  the  officials  and  executive  committee  of  the 
:e  unit  organizati<m  and  its  rechecking  of  the  securities  as  herein- 
r  provid^. 

eventh.  The  capital  of  the  State  unit  organization. 
[r.  Moss.  But  uiQ  capital  of  the  State  umt,  belonging  to  the  local 

being  taken  from  tihe  local,  does  not  increase  the  amount  of  capi- 
[)ehind  the  loan  at  all,  does  it? 

enator  Hollis.  Mr.  Moss,  it  would  put  the  locals  behind  the  de- 
bures  of  the  institution.  It  would  put  the  combined  capital  of  the 
Is  behind  the  debentures. 

[r.  Moss.  The  point  I  am  making  is  this:  This  proposition  starts 
that  the  local  banks  may  have  the  right  to  issue  bonds  to  the  ex- 
.  of  15  times  the  amount  of  their  capital.  If  you  authorize 
local  bank  to  take  part  of  that  capital  and  put  it  into  the  central 
k,  by  so  doing  you  do  not  increase  the  total  amount  of  capital  that 
•ledged  behind  these  bonds,  whatever  the  whole  amount  may  be. 
Tou  permit  each  one  of  the  locals  to  pledge  15  times  the  amount 
heir  entire  local  capital,  the  mere  matter  of  fact  that  you  have  a 
;ral  organization  and  they  pledge  the  capital  belonging  to  the 
1  is  not  putting  behind  the  bond  any  additional  capital.  I  want 
310W  if  that  is  not  true  ? 

enator  Hollis.  It  would  put  the  liability  of  all  the  stockholders 
ill  the  banks  and  the  resources  of  all  the  banks  behind  everything 
t  the  State  association  guaranteed. 

b.  VON  Enoelken.  I  can  see  Mr.  Moss's  point,  Senator  Hollis, 
I  can  not  agree  with  him. 

[r.  Moss,  you  are  predicating  what  you  say  upon  the  assumption 
t  the  entire  State  would  have  two  or  three  years  of  crop  failure ; 
t  is,  that  the  failure  would  cover  the  entire  State.  Of  course, 
re  is  no  more  real. capital  invested  in  this  system  than  there  is  in 

otiier,  but  the  fact  remains  that  the  money  that  the  local  unit 
s  into  the  State  unit  it  gets  back  acain  when  needed  to  exchange 
rtgages  for  cash,  but  it  is  reasonable  to  suppose  that  if  there  be 
il  crop  failures  or  any  crop  failures  at  all  they  will  not  be  State 
le. 

fow,  then,  you  have  this  additional  protection,  that  if  you  have  a 
al  unit  only,  and  that  local  unit  goes  throug:h  a  serious  stress,  you 
ock  the  props  out  from  under  it;  whereas  if  you  have  the  State 
it  you  have  the  combined  strength  of  all  the  local  units  of  that 
ite  to  help  this  one  local  unit  tide  over  that  stress. 
Mr.  Moss.  The  total  income  of  all  the  banks,  whatever  that  is. 
nild  be,  of  course,  the  interest  on  the  total  amount  of  mortgages  oi 
I  the  local  banks. 

37031—14 ^23 
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Mr.  VON  Engelken.  Yes. 

Mr.  Moss.  And  the  total  outgo  would  be  the  interest  uponthi 
bonds? 

Mr.  VON  Engelken.  Yes. 

Mr.  Moss.  Now,  how  would  it  be  possible,  exciting  just  the  difl^ 
ence  in  administration  charges,  paying  part  of  the  administra^ 
cost  to  the  central  bank — ^how  would  it  be  able  to  anticipate  any  W 
ments  to  any  local  that  would  fail  to  make  its  payments,  ease^^ 
it  did  it  out  of  part  of  the  administration  charge  that  goes  t^J 
central  bank?  What  independent  income  does  the  central  ^ 
have? 

Mr.  VON  Engelken.  Let  me  think  about  that  a  minute.    Th 
a  question  I  had  not  considered. 

Mr.  Woods.  They  must  necessarily  take  a  part  of  that  1  per  ^ 

Mr.  Moss.  The  proposition  is  that  if  the  local  banks^-under 
scheme  the  most  that  the  banks  can  have  for  administration  cha,  "■ 
is  1  per  cent.    Now,  the  question  comes  in.  How  does  it  add  to 
total?    How  much  strength  does  it  add,  if  you  have  part  in 
central  bank  and  part  in  the  local,  rather  than  to  let  the  local  iM 
have  it  all,  as  we  do  under  the  present  system?    What  income  d< 
the  central  bank  have  that  these  local  banks  do  not  have? 

Mr.  Woods.  It  adds  a  great  deal  of  strength  in  this,  that 
gives 

Mr.  Moss  (interposing).  That  is  the  question.  What  addition 
income  does  it  have? 

Mr.  VON  Engelken.  The  income  of  the  central  will  come  out  < 
the  1  per  cent,  but  the  central  arrogates  unto  itself  certain  function 
that  is,  in  other  words,  finding  a  market  for  the  bonds.  That 
administrative  and  comes  out  of  the  1  per  cent.  But  the  local  bai 
delegates  those  functions  to  the  State  unit,  you  see,  and  of  course 
is  appropriate  that  it  should  receive  a  certain  portion  of  the  admi 
istration  charges  for  the  services  rendered. 

Mr.  BuLKLEY.  Under  your  plan  the  local  would  not  be  put  to  a 
expense  at  all  in  marketing  the  bonds. 

Mr.  VON  Engelken.  No,  sir;  and  it  is  not  in  position  to  marl 
them  with  any  degree  of  success,  according  to  my  opinion. 

Mr.  Moss.  However,  the  incomes  of  the  locals  are  the  same  un( 
the  two  systems — ^local  or  central  bank?  The  income  would  be  p 
cisely  the  same? 

Mr.  VON  Engelken.  Yes. 

Mr.  Moss.  Therefore  there  would  be  no  greater  funds  to  meet  I 
greater  liability  under  one  plan  than  the  other? 

Mr.  VON  Engelken.  No  ;  but  you  see  the  profits  or  turnover  mi 
of  the  money  reverts  again  to  the  local  units.  It  is  simply  an  adM 
link  to  the  chain  which  strengthens  it. 

Senator  Hollis.  That  is,  they  would  have  a  certain  amount  of  men 
but  they  would  get  more  efficient  service  through  the  State  orgi 
zationt 

Mr.  VON  Engelken.  They  would  delegate  certain  functions  to 
organization  where  an  organization  would  produce  better  resalli 

Mr.  Moss.  We  have  come  to  an  agreement  on  that  now. 

Just  one  other  question.  You  have  stated  also  that  liqniditi 
would  be  very  much  easier  under  the  central  plan.  If  eadi  lo 
bank  has  issued  bonds  to  t^e  amount  of  15  times  its  capital  and  i 
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-    ^  should  fail,  how  could  you  take  and  distribute  that  bond  issue 
wtpe  other  banks  unless  they  increased  their  capital  stock? 

-Mr.  VON  Engelken.  The  other  banks  would  have  to  increase  their 

«/>ital  stock  to  the  amount  of  the  outstanding  obligations  which  this 

-Mgudating  bank  has. 

SexMtor  HoLLis.  Could  it  not  be  done  this  way,  that  the  State  as- 

?9^J^^  would  take  over  any  bank  that  failed,  with  its  assets  and 

iw^lities  and  liquidate  them? 

.^j^-  VON  Engelken.  It  provides  a  field  for  them  which  is  not  pro- 
ndjMzl.  otherwise. 

?^^'  Seldomridge.  Let  me  ask  you  a  question:  Granting  the  advis- 
^biAX^j  of  this  central  organization,  why  should  not  a  State  govern- 
pacM;^  provide  by  law  for  the  expenses  of  that  organization?  We 
"^7^^^  ^^^  ^^^  expenses  of  coal-mine  supervision,  and  we  provide 
10^  the  expenses  of  many  multiform  activities  of  the  State.  AVliy 
^?^  not  the  expenses  of  that  central  organization  be  borne  abso- 
i  vw^ly  by  general  taxation? 

^%nator  Hollis.  You  mean  by  the  Government,  do  you  not,  and  not 
'  \      v  ®  ^^^^  ?    You  mean  by  the  Federal  Government,  do  you  not  ? 
-  I  j^"r.  Seldombidge.  Either  by  the  Federal  Government  or  by  the 


-  fc     Senator  Holus.  That  maj'  be  a  wav  in  which  we  can  help  along 
*ttis  system. 
^  I     *fr«.SELDOMBiDGE.  Why  not  do  that  and  not  whittle  the  thing  down 

h  taking  care  of  it  by  1  per  cent  ? 
i      Senator  Hollis.  I  think  that  is  something  we  ought  to  consider 
i  ^ry  carefully. 

f  Mr.  Seldombidge.  I  think  it  is  fundamental  to  the  growth  and  de- 
^  ^opment  of  the  country  that  this  system  should  be  thoroughly  and 
<  efficiently  or^nized,  and  I  think  it  is  a  proper  subject  for  Govern- 
ment expenditure.  The  Government  might  divide  the  expense  with 
the  State.  The  State  would  be  willing  to  appropriate  for  part  of  it. 
We  provided  for  $225,000,000  for  good  roads  to  be  met  with  an  equal 
appropriation  by  the  States.  Why  could  we  not  do  the  same  thing 
for  these  mortgage  banks? 

^  Mr.  VON  Engelken.  As  a  farmer,  this  business  of  State  aid  or  na- 
tional aid  is  very  attractive,  but  I  am  a  great  believer  in  this  axiom, 
that  it  is  much  easier  to  spend  money  that  is  not  actually  earned. 
What  I  mean  to  point  out  is  this :  Take  a  case  of  a  young  man  with 
a  rich  father  and  a  youn^  man  who  works  for  his  living.    It  is  all 
right  for  the  States,  we  will  say,  to  foster  this  in  the  beginning,  but 
not  to  give  anything.    Let  this  proposition  stand  on  its  own  basis,  be- 
cause it  has  sufScient  merit,  in  my  opinion,  to  do  so.    Let  it  work  out 
!^     its  own  salvation,  because  it  is  only  by  that  means  that  they  will  ever 
profit    If  it  is  advisable  to  put  a  little  steam  behind  this  in  the  be- 
pnning,  let  it  be  a  loan  by  tne  State  at  a  low  rate  of  interest,  which 
{     most  be  paid  back  when  the  thing  has  reached  a  point  where  it  is 
I     able  to  do  so,  and  I  think  you  will  find  that  the  farmers  of  the  coun- 
I    try  will  be  more  inclined  to  agree  to  that.    Because  once  you  begin 
to  dip  your  hand  into  the  Treasury  there  is  no  stopping  it. 
Soiator  Hollis.  There  is  no  going  back. 

Mr.  VON  Enoelken.  No,  sir;  and  you  are  not  dealing  with  a  class 
of  pe(^le  who  can  realize  the  dangers  of  that,  because  they  have 
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not  had  a  business  training  which  enables  them  to  analyze  a  mtui- 
tion  of  that  kind. 

Mr.  S£LDOMRn>GE.  The  farmers  will  say  we  are  taking  all  of  this 
out  of  them.  The  expense  would  either  have  to  c<Hne  out  of  the 
debtor  or  there  will  have  to  be  a  concession  made  by  the  creditor, 
and  I  can  see  where  the  Government  can  well  afford  to  provide  tiie 
machinery  and  have  it  well  oiled  and  in  working  order  rather  than 
to  allow  it  to  dwindle  and  drag  and  become  disabled  just  because  we 
have  not  provided  enough  to  start  it  off  and  keep  it  moving. 

Mr.  VON  Engelken.  Of  course,  there  is  this  to  be  said  in  that  re- 
gard. I  propose  in  a  few  moments  to  show  the  relation  of  the  Gov- 
ernment to  these  State  unit  organizations.  It  may  be  possible  that 
it  would  strengthen  that  through  some  such  plan  as  vou  propose^ 
because  I  propose  to  show  that  the  logical  point  of  attack  on  the  part 
of  the  Government  is  the  State  unit  organization,  when  it  comes  to 
investigating  the  securities  before  they  are  placed  before  the  public. 

Mr.  Coulter.  Mr.  Chairman,  may  I  ask  a  question? 

Senator  Hollis.  Yes. 

Mr.  Coulter.  The  commission  had  section  44  put  in  the  bill  to 
settle  this  particular  point,  making  it  optional  with  the  small  insti- 
tutions to  provide  for  sales  agencies,  and  so  on.    That  section  reads: 

That  any  national  fami-land  bank  may,  with  the  consent  of  the  coiuinissioiier 
of  farm-land  banks,  maintain  either  within  the  State  in  which  it  is  operaUDf:. 
or  elsewhere,  siiles  agents  or  agencies  for  the  s;ile  of  its  national  Iand4itnk 
bonds  or  for  trading  in  the  same. 

It  seems  to  me  that  the  suggestion  made  is  that  the  word  "  will '' 
be  changed  to  "  shall " ;  instead  of  saying  '•  may  maintain  "  say  it 
''  shall  maintain,"  and  then  say  each  such  agencv  shall  be  limited  to 
one  State,  and  that  agency  shall  only  sell  the  bonds  of  that  State, 
and  shall  be  responsible  for  the  i^ssuing  of  the  bonds.  That  is  really 
the  point,  is  it  not? 

Mr.  VON  Engelken.  It  simply  resolves  itself  into  the  question  of 
where  you  put  the  word  "  shall." 

Mr.  Coulter.  I  say  it  is  making  it  compulsory  and  limiting  it  to 
a  State,  and  then  making  that  agency  responsible  for  the  issuing  of 
the  bonds  and  seeing  that  there  is  proper  cover. 

Senator  Hollis.  Of  course,  this  would  dignify  the  system  to  mikc 
it  a  State  unit  and  would  probably  give  the  bonds  a  greater  sellinjr 
value. 

Mr.  VON  Engelken.  Of  course,  I  might  make  this  su^ffestion,  thtt 
there  is  nothing  in  what  I  might  say  which  would  prohibit  the  loeil 
unit  selling  any  of  the  bonds.  The  central  is  the  issuing  body,  and 
the  issuing  body,  it  is  proper  to  suppose,  would  be  the  selling  body, 
because  of  its  greater  ability  to  find  a  market;  but  if  any  local-unit 
organization  applies  to  the  central,  saying  they  have  a  market  for  the 
bonds,  the  bonds  can  be  transferred  to  them  for  sale. 

Senator  Hollis.  Is  there  anything  in  either  of  these  bills  whicb 
forbids  a  local  unit,  having  made  a  loan,  to  sell  that  loan  if  it 
wants  to?  ^         ^ 

Mr.  VON  Engelken.  I  have  seen  nothing  of  that  sort  in  eithtroi 
the  bills.  .  ^, 

Mr.  Coulter.  No.  As  a  matter  of  fact  we  contemplate  in  thifl  W* 
that  they  shall,  provided  that  bond  is  not  for  a  longer  period  tfcaB 
five  years. 
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lator  HoLLis.  Why  not  let  them  sell  it  anyway,  under  proper 
riptions  and  proper  precautions  to  prevent  the  borrowers  from 
;  cheated? 

•.  CotHLTER.  The  only  restriction  we  have  there  is  to  prohibit 
for  longer  periods  than  five  years  for  more  than  15  times  the 
al,  and  in  oraer  to  bring  those  all  into  one  class  then  they  issue 
s  on  those  and  the  limitation  is  on  the  bonds  rather  than  on  the 
1.  I  ihink  if  they  made  loans  for  local  sale  as  individual  mort- 
3  for  periods  exceeding  five  years  that  we  would  begin  to  have  to 
i  a  limitation  on  the  amount  of  that  business,  while  as  far  as 
>ill  is  concerned  no  limitation  is  made  as  to  the  amount  of  short- 
mortgage  business  that  it  might  do.  the  idea  being  that  it  may 
iead,  as  the  present  custom  is,  until  the  farmers  gradually  get 
itomed  to  the  longer-period  loans. 

aator  Hollis.  I  can  see  if  they  should  sell  loans  that  ran  more 
five  years,  on  the  amortization  plan,  they  might  get  into  diffi- 
3s  there.  But  my  idea  was,  that  if  they  did  resell  these  short- 
mortgages  that  the  bank  would  not  guarantee  them. 
•.  Woods.  There  is  the  point.  It  makes  no  difference  how  many 
\  they  make  or  sell  if  it  is  a  $1,000,000  or  $10,000  capital,  pro- 
Lg  they  do  not  guarantee  any  of  them. 

Dator  HoLLis.  Y  es ;  and  they  may  make  some  mqney  doing  that. 
\  CouiiTEB.  That  was  the  very  idea  we  had  in  mind  in  that 
Lsion  allowing  them  to  do  that,  that  sort  of  business  paying  5 
tent  I  think  the  best  illustration  of  that  is  this :  I  made  a  spe- 
xip,  at  my  own  expense,  to  Minneapolis,  to  look  into  a  bankmg 
►any  that  does  business  beyond  the  five-year  loans — the  Wells- 
ie  Co. — ^which  has  about  $750,000  of  capital  and  surplus  and  is 
16  land-mortgage  business  in  three  or  four  adjoimng  States, 
e^  can  negotiate  a  loan  of  $10,000  or  $15^000  to  a  big  farmer  and 
)  it  for  10  years  tiiey  do  so,  and  then  lust  split  it  up  and  sell 
s ;  and  they  are  doing  an  immense  farm-bond  business.  My  idea 
that  tJhey  could  not  sell  these  unless  they  were  five  years  or  less, 
ey  were  for  a  longer  period  they  would  have  to  put  them  on  the 
'  basis. 

\  VON  Enqei;ken.  It  seems  to  me,  Senator  Hollis,  that  there 
I  be  no  objection  to  these  local  units  selling  such  loans  providing 
do  it  under  the  supervision  of  a  State  organization,  for  this 
»n,  that  the  strength  of  a  State  organization  will  depend  upon 
act  that  it  keeps  m  constant  touch  with  what  the  local  units  are 
7,  because  you  must  strengthen  the  standing  of  these  bonds  which 
)  the  outside  public,  and  if  the  outside  public  found  out  that  the 
s  being  issued  by  the  State  unit  organization  are  onlv  such  as 
ocals  could  not  independently  place  locally  there  would  arise  a 
ag  that  there  is  no  supervision  over  the  issues  which  would 
ant  investment  on  the  part  of  a  conservative  public. 
r.  BuLKLEY.  I  did  not  quite  understand  what  you  said  a  while 
about  competition.  I  thought  you  developed  the  proposition 
there  was  not  any  particular  oenefit  in  having  competition. 
T  plan  does  not  contemplate  eliminating  competition  among 
J  banks  at  all,  does  it? 

p.  VON  Engelken.  No.  The  idea  here  of  these  local  units  without 
organization  was  predicated  upon  the  idea  of  competition,  but 
yns  to  me  that  that,  as  I  said,  will  seek  it  own  level. 
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Mr.  BuLKLEY.  You  contemplate  that  the  banks  would  oompebl 
under  your  plan,  do  you  not?  •  1 

Mr.  VON  Engelken.  I  do  not  believe  thfij  will,  because  I  do  not 
believe  that  there  will  be  more  banks  orramzed  in  any  locality  thia 
will  suffice  to  take  care  of  the  business  oi  that  community. 

Senator  Hollis.  That  is  a  duplication  of  the  mutual? 

Mr.  VON  Engelken.  You  see,  Mr.  Bulldey,  take  your  local  btnta  | 
in  jrour  town,  and  they  are  in  competition,  and  they  have  a  bimr  j 
latitude  in  the  conduct  of  their  busmess,  which  is  taken  away  nw 
these  banks. 

Mr.  BuLKLEY.  They  have  some  latitude. 

Mr.  VON  Engelken.  You  specify  what  the  function  of  these  bank  | 
shall  be,  and  how  the  business  shall  be  conducted. 

Senator  Hollis.  That  is,  the  rate  or  per  cent  is  compulsory. 

Mr.  VON  Engelken.  Yes.  In  the  case  of  a  State  bank,  you  thw  1 
gentlemen  may  be  bankers.  I  have  a  certain  class  of  security.  It 
may  appeal  to  Mr.  Bulkley  more  than  it  would  to  Senator  Holfis.  1 1 
would  go  to  Mr.  Bulkley,  and  then  he  holds  that  until  I  pay  it,  lod  ! 
takes  the  interest,  and  it  is  not  offered  to  the  public ;  but  hm  t$  \ 
something  offered  to  the  public.  Competition  will  bring  about  1 1 
condition  of  higher  appraisal  of  land  that  is  injurious  to  the  cool- 1 
dence  which  the  public  must  have  in  this  thing. 

Senator  Hollis.  To  make  that  a  little  more  clear,  vou  would  not 
expect  that  the  borrower  would  get  any  better  rate  of  interest  frott 
one  bank  than  from  the  other,  but  he  could  get  his  land  value  raised 
so  that  he  could  get  more  money? 

Mr.  VON  Engelken.  Eactly. 

Mr.  Bulkley.  I  do  not  see  how  you  can  be  sure  that  you  can  get 
a  like  rate  of  interest.  There  is  a  limitation  that  interest  shaU  not 
exceed  1  per  cent  above  the  interest  paid  on  the  bonds,  but  many 
European  banks  of  this  character  do  ousiness  on  much  less  than  1 
per  cent. 

Mr.  VON  Engelken.  But  you  must  remember  that  there  is  nothing 
in  this  which  prevents  any  local  unit  bank  of  one  particular  State 
invading  the  territory  of  another. 

Mr.  Bulkley.  That  is  what  I  was  trying  to  get  at.  I  thought, 
from  what  you  said  before  about  competition  being  useless,  that  you 
had  some  suggestion  about  it. 

Mr.  VON  Engelken.  No,  no ;  but  the  point  I  tried  to  bring  out  was 
that  the  argument  against  organization  in  this  bill,  as  nearly  as  I 
can  get  the  meaning  out  of  the  words,  is  that  they  want  to  encourage 
competition,  and  I  say  there  is  nothing  to  be  ^ined  by  individiud 
banks  which  will  not  be  more  a  gain  by  coalescing  these  banks  into 
an  organization.  That  is  the  point  I  am  getting  at.  In  other  words 
I  believe  it  is  a  strengthening  of  them. 

Mr.  Bulkley.  I  do  not  quite  understand  your  plan  for  distribnt- 
ing  the  loans  made  by  a  bank  that  might  want  to  go  into  liquidation. 
You  said  you  had  a  suggestion  that  they  be  passed  around  among 
the  other  banks  within  the  State? 

Mr.  VON  Engelken.  Yes. 

Mr.  Bulkley.  Would  that  be  compulsory  on  the  other  banks  to 
take  them?  . 

Mr.  VON  Engelken.  It  may  not  be  compulsory,  but  it  would  be  the 
logical  thing  to  do  for  the  banks  in  the  State,  for  they  are  all  inter- 
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i^  in  keeping  the  reputation  of  their  securities  up.  They  would 
-fomatically  have  to  do  it. 

Mr.  BuiiKiiBY.  Is  it  your  plan  to  invite  the  other  banks  to  bid  for 
em? 

IMr.  VON  Engelkbn.  No. 

IMr.  BuiiKLBY.  Then,  how  would  you  go  about  it  ? 
3ir.  VON  Engelkbn.  The  board  of  directors  of  the  State  organiza- 
3n  would  distribute  to  those  different  organizations  those  securi- 
3s  of  this  one  which  desires  to  liquidate. 
Mr.  BuLKLEY.  And  fix  a  price  for  them  ? 

Mr.  VON  Engelken.  I  would  suggest  on  the  same  basis  on  which 
.ey  had  been  issued  for  this  liquidating  loan. 

Mr.  BuLKLBY.  Suppose  some  of  the  other  banks  do  not  appiove 
?  them  and  do  not  want  to  take  their  share? 

Mr.  Woods.  Mr.  Chairman,  there  seems  to  be  some  misunderstand- 
i£  about  this.  If  any  bank  wants  to  liquidate,  these  local  banks 
Did  but  a  very  small  amount  of  mortgages;  they  have  no  bonds  out. 
he  central  institution  could  just  buy  the  loans  and  issue  bonds  for 
lem  and  sell  them. 

Mr.  BuLKLBY.  I  am  trying  to  get  at  Mr.  von  Engelken 's  sugges- 
on.    It  is  not  that,  because  he  proposed  that  the  loans  should  be 
istributed  amon^  the  other  local  banks.    He  does  not  propose  tliat 
16  central  organization  shall  buy  them. 
Mr.  Woods.  That  is  what  they  have  been  doing. 
Mr.  BuLKLBY.  I  do  not  know  that  they  have  been  doing  anything. 
Mr.  Woods.  I  mean  under  the  plan  they  would  be  doing  that. 
Mr.  BuLKLEY.  That  is  what  I  am  trying  to  find  out.    He  did  not 
y  that. 

Senator  Hollis.  It  was  my  suggestion  that  the  State  organization, 
there  were  one,  should  take  the  assets  over  and  liquidate  them. 
r.  von  Engelken  did  not  suggest  that,  but  that  they  be  distributed, 
id  of  course  it  would  be  compulsory  distribution. 
Mr.  Woods.  They  would  be  in  the  business  of  purchasing  these 
purities  of  the  locals  and  issuing  bonds. 

Senator  Hollis.  They  would  have  the  most  of  them.    There  would 
ly  be  a  few  scattering  ones  that  came  in  recently. 
Mr.  VON  Engelkbn.  Let  me  read  just  one  paragraph  which  I 
ink  covers  that  very  point  in  this  report : 

The  locals  should  not  be  permitted  to  issue  bonds  ninninjj:  for  m  long  time 
r  seyeral  reasons : 

1.  Its  capital  would  be  small  and  its  market  necessarily  restricted.  Enro- 
an  investigation  revealed  no  small  associations  or  societies  doing  this  class  of 
siness. 

2.  Should  it  place  a  number  of  long-term  loans  running  over  n  considerable 
rlod  it  might  find  itself  suddenly  in  a  very  embarrassing  situation  either  by 
ison  of  its  lnal)ility  to  market  the  loans  or  by  lack  of  a  snttioiont  volitnie  of 
siness  to  Justify  its  continuation.  In  either  case  it  would  find  itself  u|)  .'gainst 
losing  proposition,  without  the  power  to  liquidate  on  account  of  its  outstand- 
5  long-time  bonds.  Its  financial  embarrassniont  would  tberofore  bo  Inevitable, 
lereas  In  a  federation  as  proposed  any  individual  local  could  bo  liquidated 

the  State  unit  organization  substituting  loans  received  from  inoro  successful 
!al8  and  withdrawing  the  loans  bearing  the  indorsement  of  such  unsuccessful 
»al,  turning  such  loans  over  to  the  nearest  successful  local,  whose  indorse- 
mt  could  be  substituted  for  the  unsuccessful  one  on  sonic  agreed  basis.  In 
l8  way  the  unsuccessful  local  could  retire  its  liabilities  and  liquidate  without 
reodyership.  Or  the  State  unit  organization  could  easily  perfect  a  consolida- 
>n  of  two  or  more  of  its  federated  locals  to  save  such  a  situation.  Provision 
r  such  consolidation  should  be  made  by  law. 
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Mr.  BuLKLEY.  According  to  that,  then,  the  bank  has  apt  to  get 
of  these  indorsements  by  substituting  the  indorsement  ol  other " 
under  an  agreed  basis.    That  is  to  say,  the  bank  whose  ind 
was  substituted  would  have  to  be  compensated  for  it.    Is  that 
suggestion  ? 

Mr.  VON  Engelken.  A  condition  of  that  sort  might  arise.    Evi 
the  farmers  in  this  liquidating  bank  had  to  put  up  a  little  sonn 
in  order  to  get  out  from  under,  they  would  be  vastly  better  off 
under  the  plan  here,  where  they  could  not  get  out  at  all. 

Mr.  BiJLKLEY.  That  is  a  better  plan  than  what  I  first  undenkooi' 
you  to  suggest.  In  other  words,  it  seems  to  me  that  the  succerf ' 
banks  whose  indorsements  are  desired  should  not  be  compelled . 
give  those  indorsements.  They  should  be  permitted  to  sell  themii^ 
competition  for  what  they  are  worth,  and  let  the  liquidating  stock- 
holders take  the  loss,  if  there  is  any. 

Mr.  VON  Engelken.  That  might  be  better. 

Here  is  one  sentence  that  might  clarify  the  atmosphere : 

Whereas  in  a  federation  ns  proposed  any  individunl  local  could  be  liquiiUil^ 
by  the  State  unit  organization  sul)8titutinK  loans  received  from  more  sncceirii' 
locals  and  withdrawing  the  loans  bearing  the  iudorsement  of  such  unsnooorti 
local. 

For  instance,  they  could  go  out  in  the  market  and  purchase  i 
cient  bonds  to  retire  those  and  issue  instead  the  bonds  of  more 
cessful  locals  upon  some  agreed  basis.  Of  course  things  of 
sort  can  not  be  fixed  by  statute;  they  must  be  met  by  agreement 

Mr.  BuLKLEY.  Are  the  bonds  issued  by  the  individual  locals! 

Mr.  VON  Engelken.  No,  sir.    In  other  words,  when  the  accmuh 
lation  of  securities  from  the  combined  locals  in  the  State  readies  i 
certain  point  the  State  unit  organization  would  issue  a  series  aflainri 
the  collective  securities.     If  any  part  of  that  collective  security  modi  j 
turn   out   to    be   weak   or   want   to   be   retired   it   would   simply  | 
be  necessary  to  retire  a  sui&cient  number  of  those  bonds  of  that  seriei 
in  order  to  maintain  the  ratio  of  assets  behind  the  bonds  issued.   Do 
I  make  myself  clear?     Of  course  those  things  can  all  be  worked  oik  I 
in  detail;  but  it  is  the  underlying  idea  that  I  am  trying  to  brini ' 
out  that  organization  gives  strength  just  as  it  does  in  the  Fedou 
reserve  act.    I  believe  in  that  act  the  individual  banks  can  mata 
what  loans  they  choose,  but  they  have  a  central  organization  whiA 
passes  upon  such  loans  as  they  propose  to  convert  into  public  use. 

Mr.  Seldomridoe.  Have  you  covered  the  matter  of  the  GrovemmaBfc 
dealing  with  the  central  organization? 

Mr.  VON  P^NGELKEN.  No.  I  was  going  to  come  to  that  when  we  get 
the  question  of  the  central  wound  up,  and  if  you  have  no  more 
questions  I  will  pass  on  to  that. 

The  next  matter,  then,  is  the  question  of  the  Federal  fiduciarr 
agent  and  his  functions,  which  goes  right  back  to  the  fundamentu 
question  of  the  security  and  the  appraisement  of  the  property. 

It  seems  to  be  apparent  that  the  investors  of  the  country  recoffniK 
that  there  is  value  to  farm  property  for  loan  purposes.  But  if  you 
are  going  to  inject  confidence  into  the  investing  public  in  this  mit- 
ter  there  must  be  some  assurance  as  to  the  amount  of  farm  propertj 
behind  any  loan — the  ratio,  in  other  words,  of  security  behind  Hi 
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t)e  issued.  Now,  what  is  provided  here?  We  have  here  a 
^nized  by  10  farmers,  we  will  sav,  considering  the  smallest 
lilable,  3  of  these  farmers  to  be  an  appraisement  com- 
And  that  is  the  only  appraisement  between  the  placing  of 
;gage  and  the  issuance  oi  the  bonds — these  three  farmers — 
pointed  out  yesterday,  it  stands  to  reason  that  if  you  leave 
er  to  the  farmers  those  farmers  are  going  to  appraise  that 
iiigh  as  it  is  possible  for  them  to  do  so,  for  several  reasons. 
irst  place,  the  members  of  this  local  unit  benefit  from  the 
ment.  They  are  the  borrowers.  They  might  want  to  place 
ige  on  their  own  place.  In  the  second  place,  the  hisher  tliey 
raise  that  property  the  better  indication  it  will  he  of  the 
farm  properties  in  that  section. 
DULTER.  Even  though  they  do  not  issue  much  ? 
»N  Engelkbn.  Even  though  they  do  not  issue  much. 
ouLTEB.  They  might  simply  borrow  on  a  10  per  cent  of  the 
sis. 

)N  Engelken.  Having  always  in  mind  the  idea  of  selling 
erty,  which  does  not  exist  in  Europe. 

>r  HoLLis.  It  is  pretty  popular  to  have  high  priced  farm 
a  community. 

louLTEB.  Except  there  is  fear  of  increased  taxation.  The 
lent  finds  that  to  be  the  case  in  making  a  census  of  farm- 
ues.  The  Census  Bureau  once  in  10  years  tries  to  ascertain 
e  of  allproperty — not  the  assessed  value,  but  the  true  ex- 
-  alue.  The  first  thing  the  Census  Bureau  does,  when  it  goes 
farmer  and  he  is  asked  the  value  of  his  farm,  is  to  say  that 
rmation  riven  will  not  be  allowed  to  pass  into  the  hands  of 
officers.  Here  is  the  National  Government  in  the  very  first 
assuring  the  farmer  that  it  will  not  let  the  tax  officers 
B  value  of  his  property. 

)N  Engelken.  I  have  nothing  to  say  on  that  subject. 
)ULTER.  So  that  I  am  not  giving  the  assessed  value,  knowing,  as 
ind  from  the  very  statement  that  Mr.  von  Engelken  gave 
terday  about  a  $16,000  or  $18,000  farm  assessed  for  taxation 
that  assessed  valuation  does  not  constitute  a  very  valuable 
•  the  true  exchange  value  of  farm  property.  The  effort  of 
emment  is  to  get  the  true  value,  and  that  is  the  first  point 

>r  HouAB.  Proceed,  Mr.  von  Engelken.  This  is  interesting. 
)N  Engelken.  Then  this  situation  will  arise:  Your  farmers 
to  make  loans  and  you  three  gentlemen  are  the  committee 
.  I  am  the  owner  of  land  and  I  want  a  loan.  If  you  will 
J  my  property  as  high  as  you  can  T  will  in  turn  stanci  behind 
he  appraisement  of  your  property.    A  situaticm  of  that  sort 

all  inconceivable  in  this  country,  and  yet  there  has  not  been 
ck  placed  on  those  bonds  in  this  sort  of  connection.  You 
»y  that  the  appraised  value  of  that  farm  shall  be  available 
an  of  50  per  cent  of  that  value,  and  the  value  shall  be  de- 
i  by  three  farmers  who  organize  this  bank, 
or  HoLLis.  And  still  these  farmers  would  have  their  capital 

and  they  would  not  want  to  make  the  value  too  high. 
»uld  be  a  check. 
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Mr.  VON  Engelken.  At  the  same  time  I  might  think  my  farm  i 
worth  $25,000  and  place  a  loan  on  it  for  $12,55[),  when  an  impurtii 
appraiser  would  value  my  property  at  $15,000. 

Mr.  Woods.  Does  not  your  plan  provide  for  the  guarantee  of  th« 
loans  by  the  locals  ? 

Mr.  VON  Engelken.  Yes. 

Mr.  Woods.  It  seems  to  me  that  that  would  be  a  very  good  ch« 
on  any  tendency  toward  overappraisal. 

Mr.  VON  Engelken.  But,  you  see,  here  is  the  point :  None  < 
these  farmers  are  going  to  make  any  loans  with  the  idea  that  m; 
thing  is  going  to  happen. 

Mr.  AVoods.  No;  but  the  officials,  when  they  come  to  guaranteed 
loans,  would  see  to  that. 

Mr.  VON  Engelken.  But  those  officials  make  the  appraisal. 

Mr.  Woods.  I  consider  that  quite  a  check  in  itself. 

Mr.  VON  Engelken.  T  am  going  to  point  out,  when  I  get  to  tii 
fiduciary  agent,  where  I  think  that  situation  can  be  very  great 
stren^hened  without  taking  from  the  farmers  the  function  of  t 
praising. 

This  Federal  fiduciary  agent  provided  here  for  each  local  in 
organization  is,  to  my  mind,  a  cumbersome  plan  of  little  service  ai 
purpose,  because  it  is  not  a  part  of  the  function  of  this  individn 
to  make  any  check  of  the  appraisement  of  the  property.  He  men 
must  see  that  there  is  a  mortgage  for  a  bond.  Tlie  mortgage  m 
be  for  $10,000  on  a  $5,000  piece  of  property,  but  then  that  goes  c 
tirely  over  his  head — it  is  entirely  without  his  jurisdiction.  Why 
it  not  better  to  eliminate  this  Federal  fiduciary  agent,  who  is  t 
agent  of  the  Government  and  is  the  only  individual  who  is  so 
posed  to  strengthen  this  in  the  minds  of  the  investor,  and  let  t 
point  of  attack  of  the  Government  on  this  situation  be  at  the  Sti 
unit  organization  at  the  time  of  issuing  the  series  of  bonds!  Tl 
works  out  this  way:  The  State  unit  organization  appraises  by 
own  impartial  appraiser  the  mortgages  which  any  local  proposes 
convert  into  cash.  Then  when  this  State  organization  has  a  sufficii 
block  of  collective  mortgages  it  announces  to  the  Government  tl 
"We  now  propose  to  issue  bonds."  It  gives  30  or  60  days'  nod 
"Kindly  come  down  and  inspect  our  securities."  The  GovemnM 
sends  an  appraiser  out  there,  who  goes  over  the  securities  in  deti 
and  if  he  notices  anything  which  appears  to  him  to  be  dangen 
it  is  his  business  to  investigate  the  entire  securities  before  the  bo 
issue  is  authorized.  That  is  exactly  similar  to  your  Federal  ResH 
act,  in  which  the  fiduciary  agent — if  I  understand,  not  being 
banker — scrutinizes  and  checks  the  securities  which  any  local  bf 
has  before  it  is  allowed  to  issue  currency  against  it. 

Senator  Hollis.  The  Federal  reserve  agent  is  not  expected  to  kn 
very  much  about  the  solvency  of  the  signers  of  the  notes.  He  ifl 
see  that  the  notes  have  their  face  value,  and  he  may  well  know^  p 
haps,  but  I  do  not  think  it  is  contemplated  that  he  shall  have  mi 
knowledge  of  the  solvency.  You  would  want  to  go  further  in  inva 
gating  the  soundness  of  the  loan  than  the  Federal  reser\'e  act.  H 
see  they  have  that  40  per  cent  of  fr^ld  back  of  them. 

Mr.  VON  Engelken.  There  is  a  reserve,  but  there  is  this  od 
thing  in  your  Federal  reserve  act :  Tie  may  have  securities  of  a  gr 
many  different  kinds,  whereas  this  is  all  security  of  one  kind. 
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Senator  Holms.  It  is  contemplated  his  security  is  a  commercial 

n ;  but  there  would  be,  unquestionably,  men  you  do  not  know  any- 

ng  about,  and  you  would  want  to  investigate. 

tfr.  VON  Engelken.  He  might  also  have  a  nine-months'  paper  from 

:armer.    Isn't  that  a  subject  of  discount? 

Senator  Holus.  A  certain  amount  of  it  could  be  received,  I  think, 

ier  regulations — six  months'  maturity. 

)St.  von  Engelken.  That  is  the  idea  that  I  had  to  advance  here  as 

npared  to  the  one  that  is  brought  out  here. 

Senator  Hollis.  It  is  analogous  to  it,  and  the  illustration  is  very 

jful,  and  I  am  glad  you  made  it. 

Mr.  Seldomridge.  The  suggestion  has  been  made  that  some  part, 

not  all,  of  the  postal  savings  banks'  funds  mig:ht  be  invest^  in 

5se  banks.    How  is  the  Government  going  to  arrive  at  any  idea  of 

5  proper  proportion  of  those  savings  to  place  in  one  particular 
ite  unless  they  can  deal  directly  with  some  central  organization  ? 
Mr.  VON  Engelken.  That  strengethens  the  argument  I  make. 

Ifr.  Seldomridge.  There  are  hundreds  of  these  banks  which  will 

icit  these  funds  if  they  are  offered  to  them.    How  is  the  Govern- 

tnt  to  equitably  apportion  those  funds  unless  they  can  deal  with  a 

itral  organization  in  the  various  States  and  endeavor  as  far  as 

aedble  to  provide  for  a  fair  and  general  distribution? 

Senator  Hollis.  Perhaps  Dr.  Coulter  would  like  to  answer  that. 

Mr.  Coulter.  We  had  thought  that  postal  savings  funds  would 

DBly  be  used  in  the  communities  where  they  were  collected. 

Mr.  vox  Engelken.  We  would  not  get  any  of  them  in  that  case. 

Mr.  Coulter.  It  is  a  fact  that  in  some  of  the  States  where  there  are 

•ctically  no  postal  savings  deposits  there  would  be  very  little  for 

e  purchase  of  farm-land  bonds  in  those  States. 

Mr.  Seldomridge.  It  seems  to  me  that  the  plan  proposed  here  is 

ore  along  the  line  that  we  would  give  the  Government  a  chance  to 

ke  funds  that  are  stored  in  one  locality  and  place  them  where  there 

need  for  them. 

Mr.  Coulter.  That  is  a  fact.    There  mirfit  be  deposits  in  Jackson- 

De  and  might  not  be  any  down  around  Falatka ;  and  the  funds  of 

6  savers  in  the  large  cities  probably  should  be  ^ven  an  opportunity 
»be  invested  throughout  the  State  on  the  consolidated  securities. 
Senator  Hollis.  To  carry  that  further,  in  New  England  there  is 
^crying  need  of  money  for  farm  lands,  because  we  have  our  mutual 
Ivings  banks ;  and  I  think  it  would  be  entirely  proper  to  transfer 
M  postal-savings  funds  from  New  England,  under  proper  authority, 
i]Pi(xrida  or  the  West,  where  there  is  need  tor  them. 

Mr.  VON  Engelken.  In  other  words,  pave  the  way  for  the  farmers 
I  those  localities  to  make  a  sort  of  decent  living. 
What  I  am  trjring  to  get  at,  if  I  may  inject  this  idea,  is  simplicity. 
Ton  are  now  about  to  embark  on  something  in  which  you  have  noth- 
k  to  guide  you,  and  the  success  of  what  you  do  is  predicated  abso- 
my  upon  the  degree  of  confidence  which  you  can  inject  into  the 
'••sting  public  at  once;  and  I  wanted  to  have  a  system  so  simple 
U  you  can  do  that.  If  it  wavers  in  the  beginning  it  is  liable  to  fall 
!  its  own  weight.  Therefore  it  is  my  opinion  that  what  you  must 
1 18  to  simplify  this  matter  and  leave  as  few  points  of  attack  as 
possible.  I  would  like  very  much  if  you  would  let  Dr.  Coulter  sub- 
tntiate  me  in  this  idea  of  the  Government  supervision  of  securities, 
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because  I  think  he  rather  inclines  to  my  opinion.    Am  I  liiAL 
Coulter? 

Mr.  Coulter.  I  have  in  mind,  first,  that  we  now  have  oute 
$2,000,000,000  of  mortgages,  and  the  investing  public  alread 
something  about  the  value  of  farm-land  mortgages;  and  if  tf 
already  invested  $2,000,000,000  in  that  land,  the  bond  is  liMy 
somewhat  more  favorably  received,  which  would  result  i 
in  action. 

As  to  the  local  appraisement,  I  think  there  is  a  great  deal  in 
Mr.  von  Engelken  says.    I  think  it  might  well  be  provided,  '^ 
it  is  not  in  the  commission  bill,  that  the  National  Govei 
through  the  bureau  of  farm-land  banks,  or  whatever  sort  of  bi 
created,  should  have,  in  addition  to  bank  inspectors^  appraisers, 
then,  when  an  institution  was  ready  to  issue  a  considerable  Mod 
bonds,  that  the  appraiser  could  be  called  in  and  make  a  generd 
praisement  of  all  of  the  property  back  of  the  series  of  bonda 
would  be  much  more  economical  than  generally  found,  for  in 
in  insurance  companies  and  land  companies,  where  every  tim« 
issue  mortgages  you  go  and  get  your  livery  rigs  and  you  have 
hotel  expenses  and  traveling  expenses  of  supervision  for  one 
vidual  mortgage.     That  is  a  thmg  which  is  so  expensive  tint . 
farmers  could  not  afford  to  have  it  go  on  the  way  it  has  ^mj 
heretofore.    If,  however,  the  appraiser  could  go  to  a  communitj  ^ 
State  and  cover  all  of  the  pieces  of  property  and  look  into  the  *" 

fenerally  it  might  be  a  very  valuable  adaition.    It  might  place  a 
eal  of  additional  confidence  in  the  bond  and  in  every  way  red( 
the  benefit  of  the  system. 

I  must  confess  I  studied  for  weeks  trying  to  think  of  some  msj 
have  an  unbiased  outsider  come  in  and  appraise  the  property, " 
I  had  not  seen  any  way,  and  thought  the  fidudary  agent  came 
to  it  than  any  other  way  suggested  in  European  concerns; 
believe  the  other  would  add  strength  to  it  in  addition  to  redi 
the  exj)enses.  But  I  think  you  would  still  have  to  have  some 
in  the  local  institution  corresponding  to  the  fiduciary  agent 
might  be  that  his  powers  might  be  simmered  down  almost  to  thit 
0  notary  public  under  bond,  to  certify  that  the  mortgages 
in  and  of  face  value,  and  so  forth  and  so  on,  and  in  tiiat 
reduce  the  powers  and  reduce  the  expense  also  of  the  fiduciary 
and  increase  the  power  of  the  appraiser  and  his  functions.  But 
not  think  it  is  absolutely  necessary  to  have  a  State  unit.  I  f ' 
would  be  better  to  say  that  these  institutions  mav  form  their 
agencies  and  so  forth,  and  work  it  out  in  that  fashion. 

Mr.  voN  Engelken.  I  do  not  agree  with  the  doctor  in  any  pardrt 
lar,  perhaps  because  I  have  had  more  recent  farming  experience  thi 
he  has. 

Senator  Hollis.  We  are  very  fortunate  to  get  the  two  views  I 
intelligently  expressed. 

Mr.  VON  Engelken.  My  experience  as  a  farmer,  gentlemen, 
briefly  outlined,  is  this— aiid  I  want  to  say  right  now  tnat  nothii 
say  must  be  understood  as  casting  any  di&credit  or  aspersions  cm 
farmers.  But  the  farmer  is  a  man  of  very  peculiar  mentality.  In 
very  nature  of  things  he  must  be  so,  because  he  is  subject  to  amft 
tions  over  which  he  has  no  control.  He  is  the  greatest  optimist  Hi 
the  greatest  pessimist  in  the  world,  as  I  said  yesterday;  a  crettmi 
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3e  and  a  very  hard  man  to  guide.    Ordinarily  our  American 

ou  can  not  guide,  but  the  European  farmer  Vou  can. 

r  HoLLis.  That  is  because  he  has  been  so  often  called  "  the 

ent  farmer,"  and  he  wants  to  keep  up  his  condition. 

N  Engelkbn.  It  is  very  apparent  to  me,  and  I  wish  I  could 

t  in  such  a  way  as  to  convey  that  idea  to  you,  that  whatever 

>r  the  farmer  now  you  must  complete  and  turn  over  and  say, 

is;  go  ahead,"  and  leave  nothing  for  him  to  work  out  for 
because  if  you  do  the  chances  are  in  a  great  many  cases  it 
done  at  all.  You  have  got  to  build  the  track  and  build  your 
train  and  put  on  your  conductor,  complete  the  whole  thing, 
"  Here  it  is;  get  aboard  and  go  on." 

r  HoLLis.  That  is  very  easy  to  understand,  because  each 
n  his  own  domain  is  kin^.  They  are  really  little  principali- 
i  autocratic  control,  and  if  you  leave  anything  in  this  system 
I  to  work  out  there  will  be  a  great  many  different  minds; 
',  if  they  are  going  to  join  a  system,  let  them  join  it  accord- 
e  rules.    That  is  your  idea  ? 

»N  Engelken.  That  is  my  idea.  I  had  a  little  experience 
at  line  in  the  case  of  the  Hastings  Potato  Exchange,  which 
nized  for  the  purpose  of  finding  a  market  for  the  universal 
of  that  section,  and  we  fought,  bled,  and  died — and  finally 
-over  absolutely  nothing  that  had  any  relation  to  the  main 

but  outside  things  which  were  injected  and  on  which  discus- 
pe  had,  purely  minor  points,  until  those  who  really  had  the 

hand  and  had  some  enthusiasm  had  lost  it,  and  it  fell  to 
That  is  what  I  am  trying  to  say.  If  you  provide  now  a  ve- 
which  the  farmers  can  convert  their  assets  and  place  them  in 
market  for  sale,  finish  the  job  and  do  not  leave  anything  for 
3o,  because  if  you  do,  in  one  locality  they  will  do  it  this  way 
nother  one  they  will  do  it  that  way,  and  there  will  be  a 
[leous  mass  of  all  sorts  of  plans  and  you  run  great  danger  of 
•ar  away  from  the  main  idea,  which  will  be  lost  sight  of  by 
and  dust  raised  by  these  little  disturbances.    That  is  my  firm 

)ULTER.  May  I  just  ask  a  question  there? 
•r  HoLLis.  Certainly. 

)ULTER.  I  think  that  right  at  the  present  time  there  is  some 
in  Mr.  von  Engelken's  argument  and  there  probably  would 
years  later,  until  we  get  a  system  of  farm  insurance,  the 
kinds  of  farm  insurance,  built  up.  In  those  parts  of  the 
where  there  is  not  such  a  thing  as  farm  insurance  well  estab- 
ere  is  some  strength  in  the  argument,  and  it  may  be  that  I 
meed  by  the  fact  that  my  farm  experience  in  actual  farming 
i  reasonably  large  scale  is  in  the  district  where  we  do  have 
1  established  farm  insurance.  For  instance,  if  a  cow  gets 
farmer  does  not  sit  up  all  night  and  fret  over  her  the  same 
lid  net  have  her  insured.  I  suppose  he  is  not  quite  so  pessi- 
lecause  he  knows  that  he  is  not  going  to  lose  everything. 
I,  the  animal  is  covered  by  insurance.  And  the  same  thing 
ith  crop  insurance.  We  are  in  a  country  where  we  have  the 
ured  to  a  very  considerable  extent. 

;t,  the  farmers  have  gotten  so  well  acquainted  with  the 
J  of  crop  insurance  that  in  my  State  a  year  or  so  ago  they 
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had  the  matter  up  of  establishing  a  State  crop-insurance  systea,' 
as  to  balance  all  the  prospective  losses  in  every  little  commi  ' 
and  spread  the  loss  over  the  State,  knowing  that  at  any  time 
body  might  be  hit  and  that  anybody  probably  would  be  willingtoj 
in  a  cent  or  two  to  spread  over  me  loss,  and  in  that  way  no  fitrmor 
sweat  blood  when  he  saw  a  thunderstorm  coming  up  or  saw  a  i 
cloud  that  mi^ht  mean  hail.    And  there  is  always  a  chance  that 
little  community  might  be  hard  hit  and  a  little  instituticm 
suffer  more  than  if  you  had  a  State  central,  which  would  level 
out  for  the  entire  State,  and  I  have  no  doubt  but  what  I  i 
fluenced  by  30  years  of  living  on  a  farm  and  raised  farm  pi 
in  a  district  where  we  have  settled  some  of  these  outside  prc^lend 

Mr.  VON  Engelken.  Referring  to  what  Dr.  Coulter  nas  siU,| 
want  to  point  out  that  you   are   having  now  ideas  on  this 
subject  from  men  familiar  with  farm  conditions  from  tiie 
site  ends  of  this  countr3^    Dr.  Coulter  comes  from  an  old  and 
settled  community.    I  have  lived  in  the  State  myself  and  I 
that  there  is  infinitely  less  moving  around.     But  what  I  get 
information  from  is  a  new  country,  where  it  is  entirely  po 
that  10  years  from  now  there  will  not  be  a  single  man  in  the 
community  who  is  there  to-day.    And  as  it  is  a  fact  that  what 
provide  now  will  be  more  largely  taken  advantage  of  in  these 
communities  where  it  is  most  needed,  it  is  logical  to  apprcmch 
problem  from  the  viewpoint  of  a  new  community. 

Senator  Hoijjs.  That  raises  a  question  that  it  might  be  wdl 
discuss.     Of  course,  it  is  contemplated  that  borrowers  will 
from  the  community  and  that  others  will  buy  the  farms  and 
the  obligations,  but  not  that  the  original  borrower  will  be  di 
from  his  obligation.    Has  that  been  considered  at  all? 

Mr.  voN  Engelken.  It  has  not  been  considered  as  far  as  I  am 
cerned.  Senator,  because  I  have  been  considering  the  borrows 
not  much  of  a  factor  in  the  situation.    What  we  are  dealing  wi4 
what  the  borrower  has. 

Senator  Hollis.  Well,  we  have  got  to  consider  the  man  as  well. 

Mr.  VON  Engelken.  But  if  he  transfers  the  debt  to  some  one 
the  debt  stays  with  the  property. 

Senator  Hollis.  But  there  are  men  that  none  of  us  would  loan  t^ 
no  matter  what  the  security  was.  That  would  have  to  be  handM 
as  it  always  is  under  similar  circumstances.  I  do  not  think  it  ill 
worth  while  to  pursue  that  further.  ! 

Mr.  SEI.DOMR1DGE.  I  tliiuk  there  should  be  a  statement  in  the  Ml 
requiring  the  loaning  power  to  take  into  consideration  the  characM 
and  general  reputation  of  the  borrower.  J 

Mr.  VON  Engelken.  Would  it  not  be  proper  to  inject  somethings 
this  sort :  That  in  the  event  of  a  selling  ox  any  mortoaged  propdj 
the  bank  has  the  option  of  requiring  the  payment  ot  the  mortgig^ 
and  then  the  new  man  might,  in  turn,  if  he  proves  acceptable,  boiwi 
again.  Again,  the  borrower  and  seller  might  go  to  the  bank  IB 
say,  "Kindly  do  not  call  this  mortgage,  because  Mr.  So-and-9oi 
buying  my  place,  and  he  is  straight  and  has  a  good  reputation, " 
you  can  transfer  the  mortgage  to  him." 

Senator  Hollis.  That  feature  ought  not  to  be  lost  sig:ht  of. 

Mr.  VON  Engelken.  That  very  thing  strengthens,  again,  this  aifl- 
ment  for  a  State-unit  organization,  iScause  how  do  you  know  m 
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members  of  a  local-unit  organization  to-day  will  be  there  10 
8  from  now;  and  at  the  same  time  they  are  obligating  them- 
s  for  85  years,  don't  you  see?  Let  me  cite  you  a  case  that  will 
trate  that  very  clearly.  There  is  a  section  in  the  State  of  Florida 
^  underwent  a  considerable  boom  within  the  last  five  years,  and 
B  or  four  years  ago  land  was  actually  sold  in  that  community  for 
X>  an  acre. 

inator  Hollis.  What  was  that  land  used  for? 
p.  VON  Engelken.  Celery.  When  I  say  celery,  of  course  you 
w  what  I  am  talking  about.  But  the  thing  was  there  had  been  a 
lendous  profit,  and  everybody  went  there  ftom  East,  West,  North, 
South  and  opened  up  celery  farms.  Now  they  have  gotten 
n  to  a  normal  oasis.  But  the  lands  were  sold  for  $2,500  an  acre. 
ier  this  plan  why  should  not  they  have  pledged  their  property 
loan  purposes  for  $2,500  an  acre  without  check? 
hat  presents  another  feature.  I  think  it  should  be  provided  that 
State-unit  organization,  in  conjunction  with  the  local-unit  or^ani- 
Mtts  provide  a  reserve  fund  out  of  the  profits  to  take  care  of  just 
L  conditions.  It  might  be  possible  that  with  this  $2,500  land  that 
'  would  loan  on  the  basis  of  $750. 

mator  Hollis.  Why  would  it  not  be  a  good  idea  to  provide  that 
'  shall  not  loan  more  than  so  much  for  an  acre  of  land  ?    I  think 
might  meet  that  situation. 

T.  VON  Engelken.  I  think  that  would  be  a  good  idea. 
T.  Platt.  Would  you  say  that  the  farmers  have  got  the  best  se- 
ty  in  the  world,  as  was  said  here  by  many  representatives  of  the 
aers? 

jr.  VON  Engelken.  That  is  a  little  bit  difficult  to  answer.  I  say 
,  that  land  is  the  best  security  in  the  world. 

[r.  Platt.  Let  me  put  it  in  another  way.    Has  there  been  any 
ification,  for  instance,  for  what  has  been  called  discrimination 
inst  land  loans?    Has  the  bank  been  at  fault  in  not  making  loans 
arms  to  the  same  extent  it  has  on  other  property  ? 
[r.  VON  Engelken.  I  think  there  has. 

enator  Hollis.  You  mean  you  think  there  has  been  discrimina- 
? 
[r.  VON  Engelken.  No;  I  mean  I  think  there  has  been  justifica- 

[r.  Platt.  In  other  words,  farm  lands  have  been  the  subject  of 
lulation  as  much  as  city  property  ? 

[r.  VON  Engelken.  Let  me  answer  that  in  this  way :  I  think  any 
Qer  in  the  United  States  who  farms  his  property  along  business 
3  and  injects  into  his  work  the  same  amount  of  conservatism,  in- 
gence,  organization,  etc.,  that  would  he  be  required  to  inject  into 
commercial  business  to  make  it  a  success,  can  get  credit,  and  his 
I  is  available  for  credit;  but  what  is  discriminated  against  is 
IS,  not  the  land  but  is  the  man  on  the  land,  and  I  think  the  man 
^e  land  is  every  day  learning  more  about  his  business,  and  I 
k  every  day  farm  loans  are  becoming  more  secure ;  but  it  is  going 
Hjuire  time  and  education. 

T.  Platt.  But  there  are  periods  when  the  land  of  a  whole  section 
18  to  raise  in  value  from  speculative  reasons,  and  it  looks  to  the 
lie  who  are  there  and  even  to  outsiders  as  if  the  value  was  stable. 
T.  VON  Engelken.  Yes. 
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Mr.  Platt.  But  the  value  of  the  lands  for  some  reason  or  other 
has  been  decreasing,  so  that  the  experience  of  the  banks  has  been 
that  the  land  has  not  been  good  security  compared  with  other  secur- 
ities. 

Mr.  VON  Engelrbn.  Let  me  cite  you  the  case  of  depressed  securities 
in  Florida.  Before  the  big  freeze  we  had  a  remarkable  orange 
industry  and  you  had  to  cover  an  orange  grove  with  dollar  bills  to 
buy  it.  Then  came  the  frost  of  1895  and  it  dropped  to  $10  an  acre 
in  many  instances.  Now  it  costs  $1,000  an  acre.  Under  the  amorti- 
zation plan  a  man  having  a  reasonable  mortgage  on  his  land  cotdd 
have  survived  that,  because  it  takes  from  three  to  five  years  to  get 
your  groves  back  to  a  bearing  state.  As  it  was  I  can  take  you  down 
where  I  live  now  and  show  you  houses  deserted,  where  the  peoj^ 
went  away  without  locking  the  house,  with  the  furniture  and  eveir- 
thing  else  in  there,  and  they  walked  away  because  they  did  not  hare 
the  price  of  a  railroad  ticket.     You  see  it  came  overnight. 

Senator  Hollis.  Has  the  orange-growing  industry  returned  to  the 
condition  it  was  in  before? 

Mr.  VON  Engelken.  Yes. 

Senator  Hollis.  It  has  caught  up,  then? 

Mr.  VON  Engelken.  Yes;  and  it  is  now  back  much  more  safelj 
than  it  was  before. 

Mr.  SELD03IR1DGE.  Do  they  use  smudge  pots  there? 

Mr.  VON  Engelken.  No ;  not  so  much  that,  but  they  are  banking 
the  trees.  If  the  tree  freezes  on  the  top  of  the  ground  it  leaves  t 
certain  amount  of  the  bud  which  in  three  years  willbear  again,  whid 
was  not  done  at  that  time. 

Senator  Hollis.  Who  invented  that? 

Mr.  VON  Engelken.  I  do  not  know.  That  was  invented  by  neces- 
sity. 

Mr.  Platt.  Would  you  say  there  are  similar  hazards  in  fruit-grow- 
ing sections?  Mr.  Seldomridge  mentioned  (aside  from  the  record) 
apple  growing  in  Colorado.  Would  you  say  it  was  true,  for  instance, 
of  apples  or  small  fruits? 

Mr.  VON  Engelken.  There  is  this  hazard,  Mr.  Platt.  We  an 
building  up  in  this  country  higher  and  higher  standards  of  prodwt 
Our  requirements  are  getting  greater  and  greater.  We  want  finff 
apples,  we  want  a  finer  orange,  and  we  want  it  quicker,  and  all  tW, 
sort  of  thing.  We  weaken  the  vitality  of  the  plant  and  make  it  more' 
subject  to  disease.  You  take  the  old  apple  trees  that  grew  when  I 
was  a  boy  stealing  apples  from  the  orchard  and  the  only  way  that  yoo 
could  kill  that  tree  was  with  an  ax.  But  take  these  nne  apple  tm^ 
that  they  have  now  in  Colorado  and  Oregon  where  tney  rtiit 
apples  of  large  size  and  polish  them  with  a  chamois  skin  and  ' 
are  fighting  day  and  night  to  keep  disease  out  of  them.  Isn't 
right.  Dr.  Coulter? 

Mr.  Platt.  There  are  lands  in  Colorado,  for  instance,  that  sell 
$5,000  an  acre  for  apple  growing  which  does  not  grow  any  be 
apples  than  the  whole  country  of  New  Hampshire  and  New  Yi 
vmich  is  right  near  the  market.  Would  you  say  there  is  danger 
the  inflation  of  the  value  of  such  land  ? 

Mr.  VON  Engelken.  The  public  is  very  fickle  in  its  demands, 
price  depends  on  the  demand. 

Senator  Hollis.  You  had  better  go  ahead.    We  have  led  you  quH 
H  hit  SLStrsiy. 


Digitized  by 


Google 


BUBAL   CBEDITS.  369 

Mr.  VON  Engelken.  That,  I  think,  covers  the  argument  I  wanted 
to  inake  on  the  point  of  the  interest  on  the  part  of  the  Government 
Senator  Hoixis.  I  think  you  have  made  it  very  plain. 
Mr.  vox  Engelken.  We  now  pass  on  to  the  question  of  deposits, 

vA  I  anticipate  that  that  will  be  a  pretty  lively  discussion,  because 

I  do  not  agree  with  the  idea  of  allowing  these  little  units  to  receive 

d^pofiits,  and  there  are  many  reasons  for  that. 
In  the  first  place,  it  seems  to  me  to  be  decidedly  to  the  advantage 

of  the  farmer  to  conduct  his  farm-mortgage  business  with  the  least 

tmount  of  detail  and  expense.    The  less  expense  that  is  involved  in 

oanducting  this  the  better.    This  is  just  really  a  rudimentary  busi- 

tiess;  it  is  simple;  there  is  nothing  complicated  about  it,  and  by 

eliminating  the  complicated  elements  you  can  get  it  done  and  cut 

down  the  ^pense. 

Senator  Hx>lli8.  Right  there,  do  you  think  it  would  be  possible  to 
conduct  these  local  banks  in  the  evenings,  the  way  they  do  these  loan 
associations? 

Mr.  VON  Engelken.  No. 

Senator  Hollis.  Or  would  they  have  to  keep  regular  banking 
iours? 

Mr.  VON  Engelken.  Yes. 

Senator  Hollis.  That  would  be  a  great  place  to  save  expenses. 
[f  you  give  them  regular  banking  rooms  and  regular  banking  hours 
uia  c<mduct  a  regular  banking  business,  it  will  make  it  expensive. 

Mr.  VON  Engelken.  But,  you  see,  eliminating  the  question  of  de- 
posits, you  can  limit  your  overhead  charges. 

Senator  Hollis.  On  the  other  hand,  I  should  be  inclined  to  think 
the  deposits  would  help  you  to*  reduce  your  overhead  charges. 

Mr.  VON  Engelken.  I  should  analyze  that  a  little  further.  Let  us 
take,  for  argument's  sake,  a  $10,000  bank  which  has  not  yet  loaned 
its  full  allowance  of  $160,000.  Now,  it  is  dealing  on  a  margin  of  1 
per  cent,  which  is  $1,500  if  it  has  loaned  up  to  its  capacity.  The 
question  that  I  am  trying  to  bring  out  is  this:  What  benefit  will 
accrue  to  the  farmer  through  the  simple  expedient  of  having  that 
institution  receive  his  deposits  from  the  time  he  gets  his  money  until 
he  is  in  position  to  use  it  all.  Why  not  let  him  use  the  existing  coun- 
try bank  for  that  purpose  and  not  be  burdened  with  the  expense  of 
keeping  the  checking  account?  Because  it  is  provided,  for  instance, 
fliat  a  $10,000  bank  can  only  receive  $5,000  of  deposits,  and  it  takes 
I  man  versed  in  the  business  to  handle  that  $5,000  as  well  as  if  he 
were  handling  $50,000. 

Senator  Hollis.  I  can  give  you  a  little  bit  of  testimony  on  that. 
I  know  a  bank  in  a  town  of  about  800  people.  It  is  a  national  bank, 
but  has  a  savings  depository.  It  gives  every  savings  depositor  a 
check  book  and  it  encourages  him  to  use  his  check  book  and  use  his 
money,  because  it  only  pays  on  the  lowest  deposit  in  three  months. 
He  encourages  the  checking  because  it  draws  it  down,  and  he  does 
dot  have  to  pay  interest  on  so  large  a  balance.  I  suppose  that  is 
I  very  unusual  thing.  That  bank  has  become  immensely  profitable 
ind  one  man  has  bought  up  all  the  stock. 

Mr.  VON  Engelken.  You  see  there  is  a  fine  distinction  between 
mvings  and  checking  deposits  in  the  amount  of  labor  involved. 
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Senator  Mollis.  They  give  them  a  check  book  and  tell  them  to 
draw  the  balance  so  that  tney  do  not  have  to  pay  much  interest,  and 
they  find  it  pays  them  to  do  it. 

Mr.  VON  Engelken.  In  this  minority  report  somewhere — ^I  dom* 
know  just  where — we  suggest  that  the  locals  shoulu  receive  saviMi^ 
deposits.  But  when  it  comes  to  a  checking  account  it  requires  tte 
services  of  a  fairly  high-priced  man,  and  I  do  not  see  where  the 
benefit  comes. 

Mr.  Platt.  You  mean  the  bookkeeping? 

Mr.  VON  Engelken.  Yes;  the  boolieeping.    It  is  complicated,    i 

Mr.  Woods.  We  have  these  small  country  banks  in  these  commum-  i 
ties  now.    What  is  the  matter  with  letting  them  take  charge  of  thii 
farm-loan  business? 

Mr.  VON  Engelken.  Have  you  read  our  report? 

Mr.  Woods.  No.    What  would  be  the  matter  with  that? 

Mr.  VON  Engelken.  You  have  simply  taken  our  minority  report 
en  bloc.    That  is  the  suggestion  we  maxe. 

Mr.  Woods.  You  do  not  thing  they  would  take  1  per  cent  margio, 
do  you,  for  doing  business? 

Mr.  VON  Engelken.  No;  I  do  not. 

Mr.  Woods.  I  am  confident  that  they  would  be  willing  to  do  it  for 
one-fourth  of  1  per  cent. 

Mr.  VON  Engelken.  So  am  I. 

Mr.  Woods.  Making  that  the  limit,  and  let  these  banks  continue  to 
do  the  deposit  business. 

Mr.  VON  Engelken.  Yes.  I  can  cite  you  an  illustration.  Ttie 
farmers  in  Hastings  are  proposing  to  open  a  bank,  and  they  calkd 
me  in  and  asked  me  what  I  thought*  about  this  farm-loan  buaneA 
and  I  told  them  that  we  would  have  action  on  it  in  a  short  time,  infl 
to  wait.  It  is  their  purpose  to  provide  a  bank  of  their  own  to  worl 
in  conjunction  with  the  farm-land  bank  to  be  organized  in  that  flec- 
tion. And  I  think  you  will  find  that  to  be  largely  the  case  when 
the  existing  institution  does  not  fill  the  existing  needs.  If,  on  th 
other  hand,  you  allow  the  little  local  unit  to  receive  deposits,  in  thi 
first  place  you  provide  that  the  bank  shall  be  free  from  taxation 
and  yet  the  little  country  bank  doing  practically  the  same  businei 
is  not  free  from  taxation  and  there  is  a  certain  amount  of  discrimi 
nation  which  will  put  the  bank  which  is  now  there  to  a  disadvantaflc 
In  the  second  place,  why  antagonize  them?  .  What  is  to  be  ^ined  d; 
antagonizing  the  countrjr  bank?  I  do  not  think  that  it  is  to  tb 
profit  of  these  local  institutions  to  have  $5,000  worth  of  depoata 
which  might  be  checked  out  at  any  time. 

Senator  Hollis.  That  is  the  cjuestion.  If  it  is  profitable,  we  ough 
to  give  them  a  chance,  and  if  it  is  not  we  ought  not  to  encourasB  it 

Mr.  VON  Engelken.  Further,  do  you  not  think  this.  Senator  HoUii 
that  from  the  point  of  view  of  the  investor  the  investor  might  a^ 
with  us  that  the  farmer  is  able  to  appraise  land,  but  would  be  a  hid 
doubtful  whether  he  is  able  to  deal  with  the  deposits? 

Senator  Hollis.  My  greatest  objection  to  it  would  be  that  the  anset 
would  not  be  liquid,  and  they  would  have  to  be  liquid. 

Mr.  VON  Engelken.  If  you  allow  the  little  local  banks  to  go  intoth 
banking  business  and  take  the  limit  in  deposits  so  that  they  could  d< 
rive  some  revenue,  that  would  be  a  different  matter,  but  here  yoi 
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>,000,  and  a  man  must  be  prepared  to  take  care  of  that  business, 
es  it  outweigh  the  advantages  accruing  to  the  farmer  by  elimi- 
all  you  could  and  securing  simplicity,  which  gives  coimdence, 
5  taking  away  the  checking  account  which  the  local  bank 
[idle  just  as  well  and  which  they  are  entitled  to — they  are  en- 

0  a  little  of  this  farmer's  business — taking  away  this  matter 
king  you  reduce  it  to  its  elements,  and  the  farmers  have  noth- 
do  except  form  their  organization,  issue  the  mortgages,  and 
jal  with  the  State  unit  organization  for  the  purpose  of  securing 

when  their  funds  were  exhausted  in  exchange  for  the  mort- 
hich  they  have  sent  out  ?  I  have  not  the  faith  in  the  farmer 
inker  that  is  evidenced  by  the  gentlemen  who  wrote  this  ma- 
•eport. 

tor  HoLLis.  I  can  not  see  where  it  is  necessary  to  have  it  a 
,nd  keep  open  during  banking  hours.  Take  $150,000  out  in 
there  would  be  150  averaging  $1,000  or  75  averaging  $2,000, 
ing  over  a  period  of  35  or  40  years.  There  would  only  be  about 
rtgage  handled  in  a  month.  I  can  not  see  the  need  for  having 
ar  banking  room  open  during  regular  banking  hours. 
iroN  Engelken.  Unless  you  have  a  checking  account, 
tor  HoLLis.  As  I  see  it,  and  I  rather  view  it  from  what  the 
Lg  and  loan  association  is  doing,  and  you  could  do  it  the  way 
Llding  and  loan  association  is  doing  and  have  them  open  in 
jning,  because  it  is  going  to  be  so  much  less  expensive.  Then 
in  the  clothing  store  could  look  after  the  details  in  extra  hours 
u  could  reduce  the  expense  immensely,  if  it  is  feasible  to  do  it 

70N  Engelken.  You  may  be  surprised  to  know.  Senator  Hollis, 
found  repeatedly  in  Germany  tnat  the  members  of  these  banks 
heir  own  fimds  in  the  city  banks.  That  is,  they  borrow  from 
ik,  but  they  would  not  put  their  money  into  it.  The  reason 
Lt  is  that  tney  object  to  naving  every  Tom,  Dick,  and  Harry 
low  much  money  thev  have  on  deposit.  That  is  another  thing 
lonsidered,  because  the  farmer  has  not  been  educated  to  that 
of  silence  which  is  required  of  a  banker. 
CoTTLTER.  The  commission  is  working  out  a  provision  which 
at  they  must  not  necessarily  have  deposits,  but  they  may. 
3wn  judgment  has  been,  for  a  ^eat  many  months  back,  and 

1  made  a  special  report  to  the  Wisconsin  Legislature  on  that 
over  a  year  ago,  that  the  little  institutions  probably  would 

:e  the  deposits  at  all.    They  may,  but  they  would  not  probably 

firofitabie,  unless  they  did  more  than  the  land-mortgage  busi- 
ly idea  was  that  if  you  authorized  them,  the  small  ones  never- 
would  not  take  deposits,  but  would  do  all  of  their  business 
3me  local  bank,  when  the  installments  were  paid  and  when 
bs  were  paid  out  to  the  bondholders,  etc.,  that  the  business  would 
5  with  tne  local  bank;  that  the  farm-land  bank  would  have  an 
t  with  the  local  bank;  but  after  the  institution  got  larger,  got 
int  where  it  must  maintain  permanent  offices  and  officers,  etc., 
would  be,  I  believe,  decidedly  wrong  to  make  it  impossible 
m  to  look  after  their  own  mortgage  business.  In  other  words, 
lay  that  the  institution  got  up  to  $50,000  of  capital,  and  when 
s  borrowed  they  would  want  to  leave  a  little  of  what  they 
ed.    Say  they  would  want  to  build  a  building,  or  were  going  to 
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put  in  tile,  or  whatever  the  purpose  was.  they  probably  would  want 
part  of  it  now  and  the  rest  in  six  montns,  but  they  would  want  to 
take  one  mortgage,  and  they  should  be  allowed  to  leaTe  the  rest  of 
it  with  the  bank  for  possibly  weeks  or  months. 

Similarly,  when  the  annual  payments  were  made  they  could  mtb 
those  to  the  farm-land  bank  itself.  The  farm-land  bank  itself  couM 
look  after  paying  the  interest  to  the  bondholders.  After  it  hid 
taken  on  sufficient  size,  etc.,  make  it  worth  while  for  it  to  do  tint 
sort  of  thing.  Then  the  other  type.  I  have  spoken  of  the  type 
which  would  be  small  and  would  be  doing  only  a  mortgage  businesB; 
and  second,  the  bank  of  the  type  that  would  oe  a  grown-up  institu- 
tion, doing  a  considerable  amount  of  business,  one  tnat  couul  handk 
it  own  receipts  and  payments,  etc.;  and  the  third  type — I  have  pro- 
vided another,  which  I  do  not  know  whether  you  eentlemen  oaTe 
noticed  or  not — ^providing  for  50  per  cent  interest  in  tne  cost  of  oper 
ation  of  an  institution  which  would  be  allowed  to  do  a  regular  bank- 
ing business  only  with  its  members.  In  other  words,  like  uie  People's 
Bank  of  Europe,  lending  only  to  its  members  and  doin^  busmen 
only  with  its  members,  if  they  want  to  do  that,  but  prohibiting  then 
from  going  into  a  general  banking  business.  It  seems  to  me  that 
with  tne  small  bank  we  could  allow  them  to  go  ahead,  and  it 
would  be  a  very  profitable  business  for  them  with  their  own  memhen, 
and  they  would  not  open  a  regular  bank  on  $10,000.  It  seems  to  me 
that  the  additional  profit  that  there  would  be  from  doing  busines 
with  their  members  would  be  sufficient  to  pay  the  additional  overhcid 
charges  and  operating  expenses,  and  it  could  go  ahead.  These  three 
types  are  as  clearly  outlined  as  possible  un(fer  the  bill  under  c<m- 
sideration. 

Mr.  VON  Engelken.  How  would  this  appear  to  you,  gentlemea 
that  you  define  the  size  of  bank  which  may  receive  deposits?  By 
that  I  mean  this :  I  agree  with  Dr.  Coulter  in  a  measure,  that  we 
should  not  just  come  out  flat-footed  and  say  that  these  banks  shaU 
not  receive  deposits,  but  to  eliminate  from  them  the  weakness  from 
the  investor's  point  of  view,  why  not  say  that  no  bank  may  open 
up  a  current  account  business  until  its  capital  has  reached,  say,  ^SSjXO^ 
and  when  operating  with  $25,000  they  nave  sufficient  strength,  then 
let  them  open  up  a  regular  bank  and  receive  deposits. 

Mr.  Selix)mridge.  What  are  you  going  to  do  in  a  community  where 
it  is  impossible  to  develop  capital  to  that  extent,  yet  there  is  a 
pressing  and  crying  need  for  short-time  rural  credit? 

Mr.  VON  Engelken.  Mr.  Seldomridge,  I  want,  if  you  will  allow  me, 
later  on,  to  have  a  discussion  with  you  gentlemen  on  the  subject  of 
short-time  credits,  and  I  think  we  can  clear  that  up  at  that  time, 
because  I  do  not  agree  that  there  is  any  necessity  for  it  if  this  system 
is  put  into  operation. 

Mr.  Platt.  There  is  one  question  I  would  like  to  ask  you  under  the 
farm-mortgage  system  loans.  What  advantage  would  these  banks  have 
over  the  building  and  loan  association  anjrway?  ,Why  could  not  the 
farmers  form  themselves  into  cooperative  associations  themselvest 
They  have  done  it  in  some  States — started  working  in  the  cities, 
perhaps.  Why  is  not  that  really  a  better  plan,  because  it  requires 
savings,  it  makes  compulsory  deposits  as  well  as  compulsory  payments 
on  mortgages. 
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Mr.  VON  Engbi«hjbn.  Mr.  Piatt,  I  am  not  competent  to  answei 
that,  because  I  am  entirely  unfamiliar  with  the  sayings  union  bnsi- 
ness — I  mean  the  building  and  loan  business.  I  do  not  know  any- 
thing about  it. 

Mr.  Plait.  It  does  business  only  with  its  members.  The  savings 
md  loans  associations  only  keep  open  a  nisht  or  two  a  week,  some- 
imes  only  one  or  two  nights  a  month,  and  we  members  make  regular 
ncmthly  or  annual  or  semiannual  pajnnents.  They  join,  if  they 
lave  a  small  income,  even  when  they  do  not  want  to  borrow.  They 
oin  and  pay  their  dues  for  an  investment,  and  then  when  they 
want  to  borrow  they  can  borrow  either  on  the  shares  that  have 
natured  or  they  can  borrow  on  their  land  as  security,  and  if  there 
s  an  amortization  plan  by  which  loans  are  usually  ^aid  off  in 
Ut>out  12  years,  that  could  be  arranged  to  run  along  there  just  as  well 
IS  not.    It  is  a  matter  of  the  size  of  the  payment. 

Mr.  VON  ENGEUOiN.  It  seems  to  me  that  the  principles  of  the  two 
plans  are  practically  identical. 

Mr.  Platt.  The  only  difference  is,  it  seems  to  me,  I  may  be  wrong 
about  this,  the  chief  aifference  is  that  the  savings  and  loan  associa- 
tions gather  their  capital  from  their  members  in  the  first  place  by 
ratting  them  as  members  and  having  them  make  regular  payments, 
tlie  dues  of  the  building  and  loan  association  coming  along  like  a  bill, 
and  they  are  paid  regular  and  the  people  are  saving  money  that  they 
would  not  save  at  all  otherwise,  probably. 

Mr.  VON  Engelken.  This  plan  serves  the  great  purpose  of  pro- 
viding an  avenue  for  taking  the  money  where  it  is  and  putting  it 
where  it  is  not. 

Mr.  Platt.  There  is  something  in  that.  I  admit.  That  is  what 
I  am  trying  to  bring  out. 

Mr.  Coulter.  There  are  but  a  few  parts  of  the  country  that  could 
use  the  building  and  loan  idea. 

Mr.  Platt.  That  is  right.  The  capital  would  have  to  come  in 
from  the  outside.  The  building  and  loan  association  is  more  of  a 
cooperative  plan  than  these  banks. 

Mr.  Coulter.  Unless  they  are  made  cooperative. 

Mr.  Platt.  Unless  they  are  made  cooperative. 

Mr.  VON  Engelken.  I  think  you  will  find  when  this  gets  into  oper- 
ation your  corn-belt  States  and  your  better  agricultural  States  will 
probably  take  less  advantage  of  it.  because  they  have  less  necessity 
for  it,  don't  you  see? 

Mr.  SEiiX)MRn)GB.  You  will  have  to  go  into  the  matter  of  short- 
time  credits  very  clearly  in  order  to  demonstrate  to  me  that  it  is  not 
necessary  in  the  sparsely  settled  portions  of  the  country,  where  land 
has  not  yet  reached  a  value  to  justify  the  formation  of  these  mort- 
gage banks. 

Senator  Holltb.  I  wish  you  would  discuss  that.  Start  on  it  now. 
We  might  not  be  able  to  get  so  many  members  of  the  committee  to- 
gether this  afternoon. 

Mr.  VON  Engelken.  Let  me  answer  your  question  then  by  this: 
How  can  vou  demonstrate  to  me  that  a  man  in  the  newly  settled  sec- 
tions of  the  country,  who  is  not  now  a  subject  of  credit,  can,  under 
any  system  that  is  not  eleemosynary,  be  made  a  subject  of  credit  ? 
How  are  you  going  to  legislate  credit  to  him  ? 

Mr.  SELooMRmoB.  He  is  a  subject  of  credit  to  a  limited  extent 


Digitized  by 


Google 


874  BUBAL  OBEDITS. 

Mr.  VON  Engelken.  I  said  I  did  not  recognize  the  necessity  at  this 
time  for  a  short-time  credit.    There  are  many  reasons  in  my  mind 
for  making  that  statement.    In  the  first  place  I  think  it  is  higUf 
dangerous  at  this  time  or  even  in  the  next  two  or  three  years  to  touA 
upon  the  question  of  governmental  action  in  the  matter  of  short- 
time  credits.    To  this  farm-land  business,  in  the  minds  of  those  who 
are  not  familiar  with  it,  will  bear  a  certain  degree  of  relation.    Many 
people  who  do  not  analyze  the  situation  will  fail  to  distinguish  wbi 
is  tne  difference  between  this  system  and  a  system  for  short-time 
credits.    This  is  the  simplest — ^it  is  the  easiest  to  put  into  effect  and 
the  safest.    If  you  organize  now,  side  by  side  with  this  same  system 
short-time  credits,  which  I  tell  you  now  is  loaded,  and  they  fail,  you  are 
going  to  injure  this.    This  is  the  greatest  need  that  stands  before  the 
American  farmer  to-day,  because  if  a  farmer  having  a  mortgage 
running  for  three  ^ears,  we  will  say,  can  transfer  it  to  a  mortgage 
running  35  years,  it  will  simply  mean  this,  that  if  the  mortgage  is 
for  $3,000,  instead  of  having  to  pay  $1,000  a  year  out  of  his  earn- 
ings as  now  is  the  case  he  can  pay  about  $50,  and  on  an  earning  basis 
of  $1,000  a  year  leave  $950  of  his  own  money  for  his  own  operatioit 
And  I  think  the  farmer  who  really  learns  something  about  his  own 
business  with  his  own  money  is  the  man  who  is  most  worthy  of  your 

Mr.  Seldomridge.  But  the  cry  is  coming  up  to  the  committee  from 
the  South  from  the  men  who  are  in  the  grasp  and  gidp  of  the  store 
keeper,  so-called,  who  is  advancing  them  money  at  an  extravagant 
rate  of  interest  and  not  only  holding  them  up  for  heavy  interest 
charges,  but  also  taking  advantage  of  them  and  of  his  ownership  of 
them  to  the  extent  of  forcing  high  prices  upon  them  for  the  neces- 
sities of  life  and  equipment.  We  are  seeking  to  i-elieve  that  condi- 
tion and  to  relieve  the  condition  of  the  man  who  is  trying  to  develop 
and  settle  up  portions  of  our  country  and  who  needs  a  little  capital 
to  tide  him  over  a  season  of  reverse  perhaps  to  a  year  of  plenty. 
He  needs  to  purchase  a  few  cows  or  dairy  stock  or  something  of  that 
kind,  and  there  is  an  appeal  to  me  in  the  necessity  and  urgency  of 
that  nature,  and  if  vou  do  not  provide  in  some  way  to  reach  that 
condition  this  legislation,  I  believe,  will,  in  a  certain  sense,  be 
charged  as  being  ineffective. 

•  Mr.  VON  Engelken.  I  have  read  a  good  deal  of  what  you  mention. 
I  have  been  reading  the  farm  papers  of  our  local  and  the  other  pa^re^ 
and  it  seems  to  me  that  there  underlies  all  this  cry  a  certain  idea 
of  getting  hold  of  some  easy  money.  You  will  fiond,  Mr.  Seldom- 
ridge  

Mr.  Seldomridge  (interposing).  It  is  not  a  question  of  getting 
hold  of  easy  money;  it  is  a  question  of  getting  money  at  aU,  in  a 
great  many  instances. 

Mr.  VON  Engelken.  It  must  be  easy  money  if  a  man  can  go  along 
all  these  years  and  can  not  get  credit  and  can  get  credit  under  this 
system  which  you  would  provide. 

Mr.  SELDOMmDGE.  There  are  no  banking  facilities  in  this  country. 

Mr.  VON  Engelken.  It  has  been  the  experience  in  this  country  that 
where  there  was  business  enough  in  a  community  to  enable  a  man  to 
open  a  bank  there  has  been  a  bank  opened.  Let  us  look  at  that  questiott 
p.  little  bit  from  the  bankers'  pomt  of  view.  I  do  not  hear  tflj 
Question  here  made  of  the  country  bank,  which  has  been  really  <«>• 
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E  t^he  (greatest  friends  the  farmer  has  had,  in  so  far  as  it  was  possi- 
Le  for  it  to  be.  But  consider  the  fact  that  the  farmer  has  been  labor- 
^fS  imder  conditions  which  in  themselves  practically  eliminate  him 
rom  the  field  of  credit.  His  land  was  eliminated.  Again,  as  Sena- 
oir  Fletcher  pointed  out  here  before  this  committee,  the  farmer  could 
lo^  borrow  from  the  bank  for  his  short-time  requirements  for  the 
^ftnker  realized  that  the  farmer  was  borrowing  money  on  his  land 
brom  an  individual  who  would  be  apt  to  turn  him  out  if  something 
3^appened,  you  see,  and  his  principal  payment  being  so  large  that 
tlie  risk  was  augumented,  that  banker  could  not  possibly  lend  the 
Eifcrmer  any  more  money  than  he  has  done,  and  you  will  find  in  many 
*>f  these  country  banks  they  have  given  the  farmer  more  credit 
than  he  was  justified  in  getting  under  the  conditions  under  which 
he  was  laboring;.  Remove  that  under  a  bill  of  this  kind  and  you  will 
find  that  this  will  be  the  case,  that  the  country  banker  will  be  the  first 
*>uui  to  realize  upon  how  much  better  basis  the  farmer  has  been 
placed,  and  will  realize  it  quicker  than  the  farmer  himself.  There  is 
*noney  in  the  short-time  business  for  the  country  banker,  and  he  is 
Soing  to  take  advantage  of  it  just  as  sure  as  we  are  here,  particularly 
^  tiie  gentlemen  have  said,  since  he  can  rediscount  that  paper  in 
six  months. 

Mr.  Wood.  You  spoke  of  a  $3,000  loan.  How  valuable  would  that 
^arm  need  to  be  in  order  for  a  man  to  borrow  $3,000? 

Mr.  VON  Engelken.  Do  you  mean  in  my  community  ? 

Mr.  Wood.  Anywhere  under  this  system  proposed  by  the  com- 
mission. 

Mr.  VON  Engelken.  Oh,  under  this  system  proposed  by  the  com- 
mission? I  think  the  appraised  value  of  that  property  should  be 
$6,000. 

Mr.  Woods.  The  actual  value? 

Mr.  VON  Engelken.  The  appraised  value ;  yes. 

Mr.  Woods.  That  would  give  him  $3,000  in  cash  to  invest,  would 
Unot? 

Mr.  von  Engelken.  Yes. 

Mr.  Woods.  How  much  personal  property  in  the  way  of  cattle  and 
machinery  would  he  need  m  order  to  farm  that? 

Mr.  VON  Engelken.  That  is  a  very  difficult  question  to  answer. 

Mr.  Woods.  On  the  average. 

Mr.  VON  Engelken.  For  this  reason :  $6,000  in  my  country,  where 
I  am  located  now,  would  buy  about  30  acres  of  land,  and  yet  the  gen- 
tleman who  testified  yesterday,  I  think,  said  you  could  buy  almost 
a  section  in  his  country  for  that  amount  of  money — 640  acres. 

Mr.  Woods.  In  other  words,  a  man  who  could  borrow  $3,000  under 
this  scheme  would  not  need  help. 

Mr.  VON  Engelken.  No. 

Mr.  Woods.  He  is  pretty  well  fixed? 

Mr.  VON  Engelken.  He  is  pretty  well  fixed. 

Mr.  Woods.  But  the  man,  the  tenant,  is  paying  from  2  to  5  per 
cent  a  month  and  will  never  be  able  to  buy  a  farm  unless  he  can  save 
some  expenses  in  the  way  of  interest. 

Mr.  von  Engiplken.  Yes. 

Mr.  Woods.  It  seems  to  me  that  that  is  the  kind  of  a  man  we  want 
to  help  in  order  to  assist  him  and  encourage  him.  He  gets  discour- 
aged.   He  closes  up  everything,  throws  up  his  business,  and  moves 
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to  town,  and  it  seems  to  me,  through  associaticms,  we  ought  to  bi 
able  to  provide  a  way  that  would  certainly  encourage  him  to  hopt 
that  he  would  get  better  rates,  and  in  a  way  he  would  get  betkr 
rate& 

Mr.  VON  Engelkbn.  Do  you  not  think  that  this  is  the  case?    B* 
has  been  my  experience  where  I  am  located  that  the  greatest  cbnir- 
back  to  my  section  as  a  farming  section  was  the  fact  that  we  have  hid 
too  many  men  come  into  that  section  and  try  to  farm  without  t 
dollar.    That  is  what  we  call  shoe-string  farmmg. 

Mr.  Woods.  That  would  apply  to  only  a  few  sections. 

Mr.  VON  Engelken.  Let  us  take  the  viewpoint  of  a  tenant  A  toi- 
ant,  to  buy  a  farm  under  this  system,  must  have  sufficient  money  Id 
pay  at  least  half  of  it,  unless  he  gets  a  second  mortgage- 

Mr.  Woods.  He  does  not  need  Government  aid  very  much  in  anj 
shape  or  form. 

Mr.  VON  Engelken.  I  don't  know. 

Mr.  Woods.  Any  man  who  has  sufficient  money  to  pay  50  per  cent 
down  does  not  need  Government  aid. 

Mr.  VON  Engelken.  Would  you  favor  a  system  whereby  tenanti 
having  nothing  can  become  landowners? 

Mr.  Woods.  Some  such  system.  We  ought  to  establish  an  incentive 
tliore  for  them  to  save  by  not  paying  2  to  5  per  cent  a  month,  j 

Mr.  VON  Engelken.  I  can  answer  that  by  saying  that  throughout  \ 
the  entire  European  trip  we  asked  the  qu^tion,  *T[s  there  any  sys-  j 
tem  whereby  a  man  having  nothing  but  his  muscle  and  his  brain  cm  ' 
become  a  landowner?  "  and  the  answer  universally  was  "  No." 

Mr.  Woods.  There  is  nothing  to  that  answer,  because  I  had  noth- 
ing but  my  muscle  and  brains,  but  I  am  a  landowner.  There  is 
nothing  to  that  at  all. 

Mr.  VON  Engelken.  You  were  not  made  a  landowner  ovemigbtt 

Mr.  Woods.  No;  neither  will  these  tenants  become  landowners 
overnight.  We  have  to  provide  ways  and  means  so  that  in  time  they 
will  become  landowners  and  will  not  become  discouraged. 

Mr.  BrLKLEv.  ^Vhat  you  mean  is  that  such  a  man  could  not  be- 
come a  landowner  ultimately.  You  mean  there  is  no  way  he  could 
borrow  under  this  plan. 

Mr.  Woods.  Yes ;  and  get  out  of  the  tenant  class  and  into  the  land- 
owner class. 

Senator  Hollts.  That  is,  you  do  not  mean  to  say  that  we  should 
help  a  man  who  would  just  walk  in  and  give  his  name  and  say  "I 
want  to  own  a  farm,"  and  lend  him  the  money? 

Mr.  Woods.  There  is  no  though  of  that  at  all. 

Senator  Hollis.  Now,  I  am  trying  to  get  the  issue  between  you. 
He  wants  to  be  brought  in  contact  with  your  idea  so  he  can  give  at 
some  judgment  on  it,  if  you  will  explain  a  little  more  in  detau  whit    i 
you  mean.  ' 

Mr.  Woods.  I  think  the  best  explanation  I  can  give  would  be  ■ 
found  in  this  book  you  people  produced.  i 

Mr.  BuLKLEY.  What  DOOK  do  you  refer  to?  I 

Mr.  Woods.  I  think  it  is  214  or  314.     Provision  was  made  ia   i 
Gtermany  alon^  that  line,  where  tenants  borrowed  money  through  •••    ' 
sociations,  and  I  see  no  reason  why  provision  should  not  be  ~" 
somewhat  along  this  line,  only  applicable  to  this  country,  to 
tenants  with  such  legislation  that  it  at  least  would  encourage 
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^orni  luiitiial  associations  so  they  could  unitedly  get  money 
aper. 

&  VON  Engelken.  I  can  see  the  force  of  your  argument,  but  I 
Jiot  seem  to  be  able  to  see  its  practicability  of  carrying  it  into 
xtice. 

£r,  CouLTEB.  May  I  ask  a  question  there?  The  point  was  given 
liMibly  as  much  attention  by  the  commission  as  any  other  point 
i  that  was  the  reason  that  we  put  in  that  clause  which  provided 
t  the  farm-land  bank  cooperative  may,  for  and  with  their  stock- 
ders  or  their  members,  also  do  and  transact  the  business  now 
sessed  and  exercised  by  national  banks  under  the  laws  of  the 
ited  States,  under  such  rules  and  regulations  as  may  be  prescribed 
the  commissioner  of  farm-land  banks.  We  do  say  that  a  tenant 
y,  by  taking  ownership  of  stock,  become  a  member  of  a  farm-land 
IK.  To  be  sure,  he  hasn't  any  land,  but  he  is  a  member  of  tlie  bank 
de  owns  a  share  of  stock — ^he  is  a  member  of  the  institution.  He 
y  save  his  few  dollars  as  he  goes  along  and  deposit  them  there. 
ma^  even  buy  a  bond  or  two  issued  by  the  same  institution  as  he 
^es  his  money.  During  the  growin«j  seaso;i,  as  a  member  of  the 
[ik,  having  his  little  deposits  there,  he  maj  also  borrow  from  the 
(titution.  He  is  supervised  by  his  own  institution.  And  as  he 
BB  a  little  further  ahead  with  his  savings,  in  getting  his  cheaper 
mey  that  way;  that  is,  getting  money  as  cheap  as  the  institution 
old  lend  to  its  members,  he  would,  in  the  course  of  a  few  years, 
able  to  actually  make  the  first  payment  on  a  farm  and  become  the 
mer  of  it.  That  one  section  was  put  into  this  bill  with  that  specific 
d  in  view. 

Mr.  Seu>ombidge.  In  our  section  men  are  landowners.  That  is,  they 
e  practically  landowners.  They  have  taken  the  lands  up,  and  they 
sea  the  means  to  develop  them.  The  minute  they  can  develop  the 
"opert^  it  immediately  adds  value  to  the  country*,  because  they  he- 
me abiding  citizens  there,  and  it  tends  to  settle  the  country,  and  you 
e  immediately  giving  value  to  the  land  by  putting  these  men,  in  a 
rtain  sense,  in  a  position  to  use  the  land  and  develop  it.  It  is  the 
me  sort  of  organization  that  might  occupy  the  same  relation  to  the 
itional  banks  that  the  savings  department  does  to-day,  as  we  pro- 
ded  originally  in  our  bill,  that  we  might  have  two  separate  and 
istinct  organizations,  and  we  could  provide  means  for  supplying 
16  needs  of  the  country  in  the  matter  of  short-time  credit  and  so 
op  these  usurious  methods.  The  State  organization,  if  we  had  one. 
Kud  simply  serve  notice  on  them  that  if  they  do  not  meet  the  needs 
I  a  fair  and  just  manner  we  will  see  that  thev  are  provided  for  by 
Mne  ^stem  of  organization  that  will  supply  the  need  for  short-time 
redits  to  the  farmers. 

Mr.  CouiiTEB.  Would  not  these  farm-land  banks  provided  for  in 
bds  section  make  that  specific  provision,  that  the  members  could,  if 
Iwy  felt  that  they  were  not  gomg  to  get  a  good  rate  of  interest,  go 
head,  with  their  members,  and  do  a  personal  credit  business,  but 
nly  with  their  members?  I  think  Mr.  von  Engelken  will  bear  me 
at  in  Uiis  statement.  Throughout  Europe  there  are  these  institu- 
ions  which  do  business  only  with  their  own  members. 
1^.  VON  Engklken.  Yes. 

Mr.  OouLTBB.  And  doing  business  with  their  own  members,  they  do 
Eerdse  a  good  deal  of  supervision  over  each  other.    That  is  to  say, 
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everybody  knows  and  the  members  know  what  the  others  are  doii 
and  only  in  so  far  as  the  farmers  are  willing  to  submit  to  that  shw 
they  probably  get  much  more  credit  than  they  are  getting.  In  otl 
words,  the  farmer  who  can  not  get  credit  in  this  bank  probably  d 
not  deserve  much  unless  he  is  willing  to  have  his  other  neigh 
farmers  know  what  he  is  doing,  and  have  their  judgment  on  toj 
his  own  judgment.  It  was  our  idea  in  providing  that  the  institu' 
might  do  that  with  their  own  members  if  they  wanted  better  cr 
facilities;  if  there  were  small  farmers,  if  they  had  capital  enoi 
they  would  be  willing,  in  order  to  get  the  better  treatment  and  aa 
naodations,  would  go  ahead  and  submit  to  that  additional  sup 
sion,  and  would  get  it  in  that  way. 

Mr.  Pij^TT.  They  must  first  save  up  enough  to  make  the  in 
payment. 

Mr.  Coulter.  Yes;  they  must  make  the  initial  payment  of  $1 
I  believe  that  they  will  be  able  to  do  that.    Anyway^  if  they  car 
scrape  up  that  much,  they  are  pretty  hard  off;  they  can  not 
at  all. 

Mr.  Seldomru>ge.  No. 

Mr.  Coulter.  They  had  better  go  out  and  work  as  hired  lalx 
or  serve  an  apprenticeship  and  save  $25. 

Mr.  Sbldomridge.  A  good  many  of  them  would  do  that  very  tl 
Mr.  Coulter. 

Mr.  Coulter.  I  know ;  and  I  have  worked  as  a  hired  man  mj 
Having  gotten  75  cents  a  day,  I  know  what  it  is. 

Senator  Hollis.  But  Mr.  Seldomridge's  querv  arises  from  a 
tions  in  the  West,  where  land  is  open  to  entry  and  a  man  goes  and 
it  and  he  is  there  with  his  family  and  he  has  got  title  to  the  land 
Mr.  Seldomridge  feels  that  he  is  not  getting  the  accommodation 
he  is  clearly  entitled  to  with  his  chances  for  success. 

Mr.  Coulter.  And  he  should  have  this  sort  of  provision  so 
he  can  get  into  the  institution  on  a  par  with  landowners.    He  hti 
anything  to  mortgage;  therefore,  as  a  member,  he  can  only 
advantage  of  the  personal-credit  feature. 

Mr.  SELDOMRmoE.  If  you  would  eliminate  from  the  West  far 
who  have  made  a  success  even  under  our  present  method  and  o 
tions — ^those  who  went  onto  the  land  witliout  a  dollar — ^you  ^ 
probably  take  a  great  percentage  of  the  farmers  away  from 
section. 

Mr.  Coulter.  And  you  would  from  my  home  district,  too.  1 
I  was  bom  we  were  25  miles  away  from  a  railroad  and  had  si 
no  access  to  the  outside  at  all. 

IVIr.  Seldomrukje.  But  you  let  a  man  go  on  there,  and  he  is  a 
that  is  in  the  wealthy  class  to-day. 

Mr.  Coulter.  He  is  thoroughly  worthy,  and  there  should  be 
such  provision  in  here.  I  wonder  if  Mr.  von  Engelken  has  thong 
that  suggestion? 

Mr.  Platt.  This  is  a  class  of  homesteaders  who  have  not  got 

Mr.  SELDOMRmoE.  Not  altogether. 

Mr.  Platt.  If  they  have  got  title,  they  can  borrow  on  mortgi 

Mr.  SELDOSiRmoE.  I  beg  pardon. 

Mr.  Platt.  If  they  have  got  title,  then  they  can  borrow  on 
gage. 
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[r.  Seldombidge.  Yesj  but  title  to  the  land  does  not  necessarily 

i  them  very  much  capital  for  the  immediate  time  being  to  develop 

land. 

It.  Platt.  They  can  borrow  on  mortgage  under  this  system. 

b,  VON  Ekgelken.  Let  us  put  it  in  this  way,  Mr.  Seldomridge: 

at  you  buy  a  farm  and  you  pay  all  the  money  that  you  have  got, 

we  will  say,  half  of  it,  and  you  have  not  got  a  dollar  left,  and  you 

TOW  from  one  of  these  banks  for  35  years.    Now,  you  have  an 

litv  there  on  which  you  can  borrow  from  a  banker,  because  he  is 

isned  that  you  are  conducting  your  business  along  lines  which 

imise  some  degree  of  success. 

It.  SELDOMBmoE.  But  I  understand  before  you  can  borrow  from  a 

ik  on  second  mortgage 

Ir.  VON  Engelken  (interposing).  I  am  talking  now  about  per- 
al  credit  without  the  mortgage  feature.  We  found  it  to  be  the 
3  that  even  men  working  on  farms  for  wages,  where  they  have 
icated  by  their  actions  and  by  their  evidences  of  thrift,  etc.,  that 
y  are  worthv  of  a  loan,  that  they  have  gotten  loans  from  bankers, 
they  have  been  doing  that,  I  know,  in  many  communities, 
want  to  say  this,  that  there  are  in  this  country,  I  am  sorry  to  have 
ay,  thousands  of  farmers  who  can  not  possibly  be  benefited  by  any 
em  that  you  gentlemen  can  devise,  because  they  are  too  far  gone; 
we  want  to  pave  the  way  for  the  next  man,  so  that  he  will  not  go 
>ugh  the  same  harrowing  experience. 

[r.  SELDOMBmGE.  I  think  if  we  can,  by  legislation,  transfer  a  large 
iber  of  tenant  farmers  and  those  who  have  not  accumulated  land 
•  that  other  class  we  are  accomplishing  a  great  good. 
[r.  VON  Engelken.  Take,  for  instance,  the  Government  of  Prus- 
it  is  picking  up  these  large  estates  and  is  selling  them  out  to 
young  farmers,  and  giving  them  all  sorts  of  assistance  to  get 
ted,  selling  the  land  practically  without  any  cash  payment,  you 
absolutely  on  mortgage. 

[r.  SELDOMRmoE.  I  am  just  as  strong  as  you  are  for  providing 
most  rigorous  rules  and  regulations  for  the  short-time  business, 
I  can  not  see  why  the  banks,  properly  supervised  and  con- 
led,  could  not  engage  in  that  business  to  great  benefit  to  the  farm- 
communities. 

[r.  VON  Engelken.  Would  it  be  your  idea  to  combine  that  with 
or  make  it  a  separate  and  distinct  section  ? 

[r.  SELDOMRrooE.  I  should  combine  it  with  this.     I  would  not 
to  make  it  a  separate  system. 

[r.  VON  Engelken.  I  rather  agree  with  the  attitude  taken  by  the 
tlemen  who  wrote  this  report,  that  this  is  largely  a  matter  for 
States.  I  think  that  the  State  of  Colorado  could  very  properly 
m  action  to  encourage  the  inauguration  of  such  banks,  because 
;  is  almost  entirely  a  local  issue.  The  money  that  these  little  local 
ks  would  get  to  lend  to  the  farmers  must  come  from  that  locality. 
this  other  is  a  national  issue,  and  properly  so,  because  it  affects 
>f  the  people. 

br.  SELDOMRrooE.  The  difficulty  is  that  local  banks  can  not  go  into 
e  communities  and  make  any  profit  on  the  investment  in  the 
t-time  loan  business,  because  tnere  it  must  be  done  at  a  tre- 
dous  rate  of  interest  in  order  to  bring  any  profit.  Here  we  are 
ng  to  organize  an  institution  where  the  profit  element  is  more 
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or  less  eliminated,  and  we  have  the  mutual,  and  we  provide  fbi 
expense.  If  they  can  transact  a  moderate,  safe,  and  conBem 
short-time  business,  it  seems  to  me  that  we  are  meeting  a  need, 
it  is  not  only  in  one  section,  but  in  many  sections,  on  a  coopen 
basis,  where  they  wish  to  do  it,  and  where  they  are  federatod 
gether,  and  when  they  know  each  other's  conditions,  and  can  do 
sort  of  thing,  I  do  not  see  why  we  should  not  make  it  possiUe 
them  to  do  it. 

Mr.  VON  Engelken.  I  am  willing  to  yield  to  that  opinion,  b 
can  not  say  that  I  can  agree  with  the  idea  of  combining  these: 
because  they  do  not  seem  to  have  anything  in  conmion. 

Mr.  Platt.  I  notice  in  the  minority  report  you  state  somed 
about  failures  of  a  short-time  credit  association  in  Europe,  two  b 
in  which  they  do  business  as  a  central  organization. 

Mr.  VON  Engelken.  Yes,  sir. 

Mr.  Platt.  What  brought  about  those  failures? 

Mr.  VON  Engelken.  Well,  one  failure  mentioned,  the  one  at  Di 
stadt — I  attended  a  meeting  at  Heidelberg  of  the  Raeffeissen  b 
ers — let  me  get  that  clear. 

Mr.  Coulteb.  I  am  glad  that  comes  up,  because  it  is  the  only 
that  has  happened  in  a  century,  and  it  is  not  the  failure  of  a 
operative.    So  I  am  particularly  interested  in  it. 

Mr.  voN  Engelken.  That  system  at  Darmstadt  was  built  arc 
one  individual,  a  man  by  the  name  of  Haas,  who  really  kejrt  i 
its'feet  long  after  it  would  have  keeled  over,  but  for  his  assisti 
through  bad  management.  When  Haas  died  the  inevitable  occoi 
and  the  thing  broke. 

But  there  again  comes  this  question  of  cooperation.    Even  in 
rope  cooperation  is  not  what  you  are  led  to  oelieve  it  is,  becau 
is  not  an  organization  working  from  the  bottom  upward,  but 
are  almost  invariably  guided  and  controlled  by  some  man  of 
perience. 

Mr.  CoultI':r.  That  is,  the  centrals  are. 

Mr.  VON  Engelken.  I  laiow ;  but  the  centrals  are  the  life  oi 
locals. 

Mr.  Coulter.  They  give  instructions  and  suggestions  to  the  k 

Mr.  Platt.  Have  those  Raffeisens  sprung  up  spontaneous!; 
have  they  been  started  from  the  top  ? 

Mr.  Coulter.  Have  they  not  universally  started  from  the  boti 

Mr.  VON  En(;elken.  No;  they  have  not  universally  started  1 
the  bottom. 

Mr.  Coulter.  But  under  the  supervision  and  direction  of  i 
strong  man  in  the  community,  and  they  have  spread  to  form  their 
trals  and  form  the  Raffei'sen.  They  started  the  little  Raff< 
Society,  and  there  were  hundreds  of  little  ones,  and  they  formed 
trals,  and  when  there  got  to  be  enough  centrals  they  formed  t 
centrals  which  started  out  these  little  locals,  and  a  large  numbe 
similar  locals  started  under  this  same  suggestion,  and  then  these  1 
locals;  and  they  have  their  guidance,  their  big  central;  but  thq 
started  with  one  or  two  little  locals  under  the  suggestion  of  s 
very  strong  man  who  stood  back  of  them  and  taught  them  how. 

Mr.  VON  Engelken.  Is  not  this  a  fact,  Doctor,  that  where  ti 
little  banks  exist  and  there  has  been  no  such  individual,  that  i 
have  been  brought  into  life  from  the  top? 
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Mr»  Coulter.  Then  when  the  central  has  gotten  started  the  central 

i  uniformly  taught  other  communities  how  to  start  them,  and  they 

I  all  attached  to  that  central.    That  is  particularly  so  through 

ntria,  where  they  have  started  8,000  in  the  last  20  years.    It  has  all 

kiB  from  that  sort  of  encouragement  and  guiding  hand. 

Ilr.  VON  Engelksn.  The  weakness  of  the  system  has  been  the  fail- 

W'  of  the  farmers  themselves  to  take  but  little  interest.    They  have 

fe  tfaem  entirely  to  the  men  on  top,  and  when  these  men  on  top  fail 

UQ  it  is  chaos. 

Ifir.  Platt.  It  is  cooperative  where  the  people  are  all  one  homoge- 

3fOS  nationality  and  belong  to  one  church  and  you  have  no  dividmg 

AS  at  alL    They  do  not  cooperate  as  much  as  we  are  led  to  believe. 

ifir.  VON  Ekgxs.k£n.  No. 

Mr.  Woods.  What  is  the  French  system  of  personal  credit  estab- 

bedinl894? 

Bfr.  VON  Engelken.  I  would  rather  you  would  ask  Dr.  Coulter 

■t,  because  I  did  not  conduct  any  investigation  in  France  and  he 

Senator  Hollis.  It  is  now  1  o'clock,  and  we  will  take  a  recess  until 
3'dodc. 
(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

AFTER   RECESS. 

^She  committees  reassembled  at  the  expiration  of  the  recess. 

Mr.  BuLKLEY.  Mr.  von  Engelken,  you  may  proceed  with  your 

fttement 

STATEMENT  OF  F.  J.  H.  YON  ENGELKEN— Continued. 

?Mr.  VON  Engelken.  I  have  covered  a  good  deal  of  ground  this 
ioming;  and  if  it  is  possible  I  would  like  now  to  have  the  members 
I  the  committee  ask  me  questions,  so  that  we  may  have  some  dis- 
mion  on  the  matter,  because  there  is  only  one  point  I  have  not 
koched  upon,  and  that  is  the  question  of  whether  there  should  be 
IB  commissioner  or  more  than  one — and  I  made  some  remarks  upon 
^t  yesterday. 

-Mr.  BuLKLBY.  Perhaps  you  had  better  proceed  with  whatever  you 
ive  to  say  now,  and  the  members  of  the  committees  can  question 
N  later. 

^Mr.  VON  Engelken.  What  I  had  in  mind  in  regard  to  the  com- 
"*  rioner  is  that  in  the  bill  one  commissioner  is  provided  for  at  a 
ry  of  $6,000  a  year;  but  it  seems  to  me  that  at  the  time  of  the 
ption  of  a  system  of  this  sort  more  help  should  be  provided  for 
^loses  of  inauguration.  It  is  going  to  take  a  good  aeal  of  work 
^get  these  various  locals  started,  and  the  matter  will  have  to  be 
^[)ed  and  pushed  and  encouraged  and  advice  given;  and  it  seems 
^•1116  a  board  of  three  or  five  or  even  seven  men  familiar  with  the 
bjecL  and  having  the  prestige  of  coming  from  here,  would  facili- 
h)  this  movement  very  largely ;  and  then,  as  the  system  grows  and 
temes  more  solid  and  flows  along  more  easily,  that  commission  can 
jreduced  in  number ;  because,  eventually,  when  you  have  arrived  at 
of  confidence  on  the  part  of  the  investor  and  general  public 
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that  it  is  a  sound  system,  one  man  can  probably  handle  the  sitm 
very  readily. 

I  see  that  Senator  Fletcher  provided  in  his  bill  for  nine  com 
sioners.    The  number  of  men  provided  in  this  bill,  I  think,  is  cor 

Senator  Hollis.  Senator  Hitchcock  told  me  that  he  was  recei 
some  letters  from  parties  who  were  opposed  to  the  general  term 
the  Fletcher-Moss  oill ;  have  you  any  idea  whether  anyone  is  ii 
sating   such    letters,   or   whether   they    come    naturally   from 
farmers  ? 

Mr.  VON  Engelken.  I  know  nothing  that  would  indicate  to 
mind  that  anyone  was  instigating  a  movement  of  that  kind. 

Senator  Hollis.  I  have  not  received  any  such  letters  myself, 
I  know  some  remarks  were  made  at  the  hearings  about  the  way  tl 
letters  were  being  sent  out,  and  I  wondered  if  you  could  tell  us  a 
thing  about  it? 

Mr.  Platt.  Have  not  the  farm  journals,  or  a  good  many  of  th 
opposed  the  plan ;  or,  at  least,  have  they  not  indorsed  their  ( 
plans — plans  for  direct  loans,  for  instance,  by  the  Government! 

Mr.  VON  Engelken.  The  only  journal  with  which  I  am  fami 
which  has  given  this  matter  a  good  deal  of  publicity  is  one  of 
Orange  Judd  publications,  and  they  had  various  schemes  prop 
in  the  beginning,  until  this  bill  came  out ;  and  now  I  notice  that  i 
have  gotten  on  the  band  wagon,  but  they  are  still  advocating 
question  of  credit  unions. 

Mr.  Woods.  Do  they  not  request  the  farmers  or  their  subscri 
to  send  in  a  printed  slip  ? 

Mr.  VON  Engelken.  Yes. 

Mr.  Woods.  Advising  Members  of  Congress  to  support  this  n 
ure? 

Mr.  VON  Engelken.  Yes. 

Mr.  Woods.  Well,  it  seems  to  me  that  that  is  as  much  of  a 
spiracy  as  it  was  charged  existed  on  the  other  side,  is  it  not? 

Mr.  VON  Engelken.  Well,  they  have  changed  now.  I  saw  a  < 
ping  this  morning,  which  is  verj'^  moderate  compared  with  what  ( 
out  in  that  paper  a  month  or  two  ago.  A  month  or  two  ago  this 
Myrick  had  a  plan  all  worked  out.  In  fact,  according  to  him  t 
was  no  use  in  holding  tliese  hearings,  because  he  had  the  mj 
solved ;  and  he  suggested  the  farmers  writing  to  Members  of  i 
gress,  requesting  the  approval  of  this  Myrick  plan.  The  farmer 
nothing  to  do  but  to  sign  his  name.  Now,  since  this  bill  has  1 
introduced  the  other  has  been  dropped,  and  now  they  are  encou 
ing  the  farmers  to  write  to  their  Representatives  and  sustain  this 

Senator  Hollis.  Can  you  tell  us,  very  briefly,  how  the  Myrick  ] 
differed  from  the  Fletcher-Moss  plan? 

Mr.  voN  Engelken.  I  can  not,  because  I  did  not  take  the  tro 
to  read  it. 

Senator  Hollis.  I  did  not,  either.  That  is  why  I  wanted  to  g 
from  you. 

Mr.  Platt.  You  spoke  this  morning,  Mr.  von  Engelken,  about  s 
string  farming,  and  rather  implied  that  in  cases  where  loan  a2 
or  loan  sharks,  or  whatever  you  call  them,  would  sell  a  man  a  i 
and  take  a  mortgage  for  the  whole  amount,  that  was  done  often 
the  explicit  purpose  of  getting  the  farm  back  again  on  forecla 
with  the  improvements  on  it.    Is  that  being  done  now? 
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Mr.  VON  Ekqelken.  Yes;  that  is  very  largely  the  case.  It  has 
ae  to  my  attention  repeatedly,  where  a  man  "opening  up  a  tract 
land  would  sell  a  piece  of  land  to  an  investor  and  let  tne  mortgage 
^er  the  entire  purchase  price,  and  let  the  buyer  take  what  money 
had  and  make  improvements,  and  then  make  the  time  limit  on 
)  mortgage  one,  two,  or  three  years,  and  then  foreclose  the  mort- 
je  every  time  there  was  even  a  hesitancy  on  the  part  of  the  buyer 
pay — take  that  property  from  him,  with  the  improvements  and  the 
led  value  that  he  had  put  on  it,  and  do  the  same  thing  over  again. 
tf r.  Platt.  This  plan  proposed  in  the  bill  would  stop  that  sort  of 
iig,  would  it  not? 

Mfr.  VON  Engelken.  Absolutely;  this  bill  with  the  amortization 
.ture  would  absolutely  stop  that. 

Mr.  Platt.  But  at  the  same  time  it  would  not  enable  the  man  who 
I  not  have  a  margin  of  50  per  cent  of  the  purchase  price  to  buy  a 
rm  at  all  ? 

Mr.  Woods.  I  do  not  see  how  the  bill  would  stop  that  practice. 
Mr.  Platt.  Well,  the  buyer  would  have  to  have  50  per  cent  of  the 
rehase  price  himself  in  order  to  buy  a  farm. 
Mr.  Woods.  This  bill  would  not  apply  to  his  case  if  he  did  not 
ve  that. 

Senator  Hollis.  There  is  nothing  proposed  here  to  prevent  a  man 
rrowing  from  somebody  who  would  lend  him  the  whole  value  of 
b  farm,  of  course. 
Mr.  Platt.  No;  of  course  not. 

Senator  Hollis.  Did  you  discuss  all  you  cared  to  the  feature  of 
pect  loans  from  the  Government  to  the  borrower? 
Mr.  VON  Engelken.  I  touched  on  that 

Senator  Hollis.  I  did  not  hear  you  on  that,  and  I  would  like  to 
ar  your  views  on  the  question. 
Mr.  VON  Engelken.  I  do  not  approve  of  that  at  all. 
Senator  Hollis.  Well,  we  would  like  your  reasons  for  that. 
Mr.  VON  Engelken.  I  can  not  see  any  reason  for  the  contention 
tit  the  Government  should  dip  its  hands  into  the  Treasury  for  the 
Befit  of  the  farmers,  for  several  reasons.    In  the  first  place,  if  you 
eat  farmers  that  way,  the  next  man  who  will  want  to  dip  his 
lads  into  the  Treasury  is  the  man  in  the  city  who  owns  a  house  and 
t    And  it  would  redound  to  the  benefit  of  the  farmer  infinitely 
ore  if  he  was  compelled  to  work  out  his  own  salvation.    He  has  the 
Bets;  there  is  no  question  about  that;  it  is  just  a  matter  of  making 
am  available  and  presenting  them  to  the  investing  public  in  a 
fe.  impersonal  way. 

IIOT,  Platt.  The  argument  that  has  been  made  here  is  that  agri- 
Iture  is  the  basic  industry  on  which  everything  else  depends,  and 
irefore  if  we  help  ^e  farmer  we  help  everybody,  and  that  only  a 
all  portion  of  the  lands  of  the  United  States  are  now  under  cul- 
ation,  and  if  you  could  give  the  farmer  loans  at  a  low  rate  from 
i  United  States  Treasury  you  would  add  greatly  to  the  productive- 
18  of  the  country.    Would  that  be  true? 

Mr.  VON  Engelken.  No,  sir ;  it  would  not.  We  are  having  now,  as 
i  progress^  a  good  many  basic  industries.  A  railroad  is  a  basic 
Instry.  If  you  elininate  all  railroads  from  this  country  to-day, 
Ut  would  we  do?  It  is  almost  as  basic  as  farming  is — and  a  great 
tny  other  things  are  the  same,  and  I  do  not  see  that  the  distinction 
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between  farming  and  certain  other  lines  of  industry  is  fine  em^ 
to  admit  of  anything  of  that  sort.  And  why  really  should  theGiN 
emment  take  upon  itself  the  burden  of  saying  to  tne  farmer,  ^im{ 
because  you  are  a  farmer  we  are  going  to  act  in  the  ^uise  of  a  bihi 
and  help  you  do  what  you  need.  You  come  to  us  and  we  wfll  farniii 
you  the  money^' 

Mr.  Platt.  Would  it  be  possible,  if  the  Government  should  dotkl 
for  it  to  get  the  money  back? 

Mr.  VON  Engelken.  That  brings  up  something  that  happoMdi 
me  in  Europe.  I  was  talking  with  a  German  who  was  a  director i 
a  federation  of  land-mortgage  banks  subsidized  by  the  Govenimri 
This  was  in  the  Duchy  of  Baden.  And  he  told  me  that  the  Gowi 
ment  had  recently  called  upon  him  for  the  return  of  $2,500,000  rfi 
money  that  he  had  been  loaned  at  2^  {>er  cent  interest,  whereup^ 
he  told  them  that  if  they  persisted  in  trying  to  call  his  loan  he  wod 
see  to  it  that  they  were  politically  undone,  and  the  call  was  called  el 

In  other  words,  the  European  experience  indicates  that  a  lotnaH 
made  from  the  Government  is  a  fixed  loan;  that  it  is  the  mostdl 
cult  thing  in  the  world  to  ever  have  that  money  returned :  it  is  pM 
tically  impossible. 

Mr.  BiTi.KLEY.  Do  you  mean  to  say  that  on  an  amortization  snll 
they  would  not  pay  anything  at  all  if  the  Government  made  theloa 

Mr.  voN  Engelken.  Do  you  mean  if  the  Government  midell 
loan  directly  to  the  farmer  on  the  amortization  plan? 

Mr.  Bulk  LEY.  Yes. 

Mr.  VON  Engelken.  Well,  I  was  unable  to  find  anything  tt| 
would  guide  me  in  arriving  at  a  conclusion  on  that,  because  T  radd 
find  that  it  was  done. 

Mr.  Bulkley.  You  were  talking  about  calling  loans;  of  cooifti 
you  have  an  amortization  plan  there  is  no  question  about  calling 4 
loan. 

Mr.  VON  Engelken.  Well,  it  was  an  organization  of  the  farmbuk 
that  was  getting  money  from  the  Government,  not  the  indiYidi 
farmer;  but  the  organization  was  being  subsidized  by  the  GoveB 
ment  in  order  to  stai-t  it  and  keep  it  going. 

Mr.  Bulkley.  Well,  when  yon  say  "  suDsidized,"  tell  us  just  wh 
you  mean. 

Mr.  VON  P^NfjEiiKEN.  Thcv  actually  loaned  millions  of  dollars 
this  organization,  practically  without  security,  at  2J  per  cent  intert 

Mr.  BuLKLKv.  At  24  per  cent? 

Mr.  von  Engflkex.  Yos;  and  when  the  Government  was  in  M 
of  money  and  tried  to  got  this  money  back  it  was  impossible  i 
it  to  get  it,  because  the  Oovernment  had  really  loaned  the  money 
the  people,  and  the  people  decided  that  the  Government  was  thep 
pie;  that  they  had  been  borrowing  their  own  money,  and  why  shon 
they  pay  it  back?     And  they  did  not. 

TVfr.  Bulkley.  Did  the  Government  have  any  trouble  in  collecti 
its  2^  per  cent  interest  from  time  to  time? 

Mr.  voN  Enoelkkn.  Xo;  the  interest  of  2^  per  cent  was  paid. 

Mr.  Plait.  Suppose  the  Government  should  loan  money  on  ll 
amortization  plan  in  a  Western  Slate,  where  after  a  series  of  pro 
perons  vears,  a  series  of  droughts  should  come  along,  and  the  farfflj 
found  it  hard  work  to  ninko  iho  j>ayuionls  which  would  hp  hig« 
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an  interest  on  account  of  amortization,  would  it  be  possible  for  the 

3vernment  to  foreclose  on  those  farms? 

IB4r.  VON  Engelken.  Well,  the  Government  can  do  almost  anything 

likes  along  certain  lines.  I  think  the  Government  could  foreclose. 
Mr.  Platt.  What  would  be  the  result  to  the  Congressmen  who 
present  those  districts?     [Laughter.] 

Mr.  VON  Engelken.  That  is  a  matter  that  Con^essmen  are  better 
lie  to  pass  on  than  I :  but  you  can  imagine  what  it  would  be. 

Senator  Hollis.  Wnen  this  matter  comes  up  for  discusion  in  either 
jouse  of  Congress  it  will  be  argued  that,  under  the  general  banking 
ad  currency  law,  the  Federal  reserve  act,  the  Government  has  in- 
Crectly  helped  the  commercial  banks  by  providing  that  the  Secretary 
f  the  Treasury  may  deposit  funds  of  the  Government  with  the  Fed- 
rnl  reserve  banks. 

Mr.  VON  Engeiaen.  Yes. 

Senator  Holms.  And  the  idea,  of  course,  is  that  the  Secretary  will 
H>osit  funds;  the  act  is  drawn  in  that  way  so  that  he  will  not  be 
uig^  to  do  so  if  the  Treasury  needs  the  money  for  other  purposes. 
ISow^  it  will  be  said  that  as  long  as  we  have  extended  help  to  the 
mmercial  system  of  banks  we  ought  to  extend  some  help  to  this 
stem.  Can  you  think  of  any  way  in  which  the  Government  could 
Ip  out  this  system  ? 

Mr.  VON  Engelken.  It  might  be  possible  in  this  way :  Of  course  you 
ast  not  lose  sight  of  the  fact  that  you  are  going  to  make  these  bonds 
gible  for  postal  savings  deposits.  The  Government  can  take  its 
etal  savings  deposits  and  buj  these  farm-mortgage  bonds  with 
em,  which  is  a  perfectly  legitimate  transaction,  because  the  farm- 
>rtgage  bonds  pay  a  higher  rate  of  interest  than  the  Government 
ys  to  the  depositors  of  me  savings'  fund,  and  there  is  a  profit  in  it 

the  Government,  to  which  it  is  entitled. 

Now,  if  it  is  desired,  it  can  be  further  provided  that  if  it  is  found 
at  the  demand  at  the  beginning  for  these  bonds  is  not  sufficient  to 
ep  them  at  par,  the  Government  may  step  in  and  buy  a  sufficient 
Lantity  of  them  temporarily  to  sustain  the  stability  of  the  security ; 
can  see  no  objection  to  that. 
Mr.  BuLKLEY.  Do  you  see  any  danger  of  those  societies  refusing 

pay  their  bonds  en  account  of  the  Government  owning  them  ? 

Mr.  VON  Engelken.  It  is  unnecessary  for  the  society  to  know 

bich  of  the  bonds  the  Government  owns,  as  far  as  I  can  see. 

Mr.  Platt.  This  bill  provides  that  postal-savings  funds  may  be 

tposited  in  these  banks,  does  it  not,  under  conditions? 

Mr.  VON  Engelken.  I  object  to  that  provision. 

Mr.  Platt.  I  was  going  to  ask  you  whether  they  would  be  safe 

^positaries  for  the  Government  bonds? 

Mr.  VON  Engelken.  I  think  the  only  use  that  should  be  made  of 

Dstal-savings  funds  or  trust  funds  is  in  the  purchase  of  the  bonds 

sued  under  Government  supervision — not  to  be  deposited  as  cash  in 

lese  banks. 

Senator  Hollis.  What  would  be  your  objection  to  that? 

Mr.  VON  Engelken.  Because  I  have  not  the  confidence,  as  I  said 
lis  morning,  that  the  farmers  are  sufficiently  good  bankers  to  make 
isafe;  and  trust  funds  and  postal-savings  funds  should  be  utilized 
nly  for  tiie  very  best  available  security — particularly  trust  funds. 
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Senator  Hollis.  I  think  it  was  stated  in  these  hearings  that  tin 
postal  funds  now  amount  to  about  $40,000,000? 

Mr.  VON  Engelken.  Yea 

Senator  Hollis.  Do  you  think  that  the  friend  of  this  measure 
would  consider  that  that  woidd  be  a  sufficiently  large  amount  to  gm 
this  system  fair  treatment,  as  compared  with  the  Gk>yemment  de- 
posits, which  are  supposed  to  be  about  $200,000,000  in  the  FedenI 
reserve  banks? 

Mr.  VON  Engelken.  Well,  I  do  not  know  as  to  that;  but  I  UA, 
this,  that  $40,000,000  of  postal-savings  money  would  go  a  very  l<nig 
wa;^  toward  achieving  the  result  that  I  indicated  a  few  moments  ago^ 
lifting  up  and  maintaining  the  stability  of  these  bonds  as  near  tt 
possible  to  par,  or  perhaps  above  par.  And  you  must  bear  in  mind 
that  unless  you  can  sell  these  bonds  at  par,  the  whole  thing  is  going; 
to  collapse ;  it  is  all  predicated  upon  selling  these  bonds  as  nearly  is 
possible  at  par. 

Senator  Mollis.  You  heard  Mr.  Breitung  testify  before  us  yester 
day  about  the  chance  of  selling  the  bonds  in  Europe.  Does  it  seon 
to  you  that  there  would  be  much  of  an  outlet  for  them  there? 

Mr.  VON  Engelken.  Yes;  I  believe  there  will  be.  I  had  some  ex- 
perience while  I  was  in  Europe  along  that  line.  I  find  this,  that  the^ 
only  objection  that  the  European  bankers  made  to  our  real  estate  s^ 
curity  was  that  it  was  inaccessible  to  them,  in  a  measure.  Of  course; 
what  I  had  in  mind  was  something  infinitely  smaller  than  what  yoB 
have  in  mind.  But  they  were  quite  willing  to  accept  that  security  if 
underwritten  by  some  house  known  to  tnem ;  do  you  see  what  I 
mean? 

Senator  Hollis.  Yes. 

Mr.  von  Engelken.  At  a  fraction  of  1  per  cent;  and  I  imme- 
diately suggested  Lloyds,  and  with  the  Lloyds  underwriting  of  these 
bonds  they  would  take  them  at  any  time.  And  I  may  say  that  they 
would  take  those  bonds  at  5  per  cent.  A  land-mortgage  bond  is  i 
very  favored  security  in  Europe. 

Mr.  BuLKLEY.  Did  you  agree  to  the  suggestion  made  this  morning 
that  there  should  be  a  limit  to  the  amount  that  could  be  borrowed  on 
any  1  acre  of  land  ? 

Mr.  vox  Engelken.  Yes.  '  ' 

Mr.  Bulkley.  What  do  you  think  that  limit  should  be? 

Mr.  VON  Engelken.  Well,  I  would  suggest  that  the  limit  should 
be  $100  or  less. 

Mr.  BuLKLEY._Not  more  than  $100  should  be  loaned  on  any  cm 
acre  of  land? 

Mr.  VON  Engelken.  Not  more  than  $100  on  any  one  acre. 

Mr.  BuLKLEY.  Do  you  believe  in  a  limit  on  the  amount  that  any 
one  man  can  borrow  ? 

Mr.  VON  Engelken.  Yes. 

Mr.  Bulkley.  At  what  would  you  place  that  limit? 

Mr.  VON  Engelken.  Well,  I  think  that  the  stipulation  made  ii 
this  bill  is  about  as  good  as  you  could  devise — that  he  could  onty 
borrow  20  per  cent,  or,  rather,  that  the  bank  can  only  loan  20  per 
cent  of  its  capital  to  any  individual. 

Mr.  Bulkley.  That  is  a  limitation  upon  the  bank  and  not  iipoi 
the  borrower,  who  may  borrow  more  money  from  another  bank ;  or,  il 
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case  of  a  \evy  large  bank,  an  individual  could  borrow  a  very  large 
amount  from  it. 

Mr.  VON  Engelken.  Do  you  believe  that  it  would  be  possible 
through  legislation  to  restrict  the  individual  in  that  respect? 

Mr.  BuLKLEY.  Well,  you  could  restrict  the  total  amount  that  he 
ooold  get  from  any  banks  operating  under  Federal  charter. 

Mr.  VON  Engelken.  Yes. 

Mr.  BuLKLBY.  Of  course,  what  he  did  outside  of  that  you  would 
not  have  any  control  oyer.  But  if  we  provide  an  easy  way  to  get 
certain  funds  we  certainly  could  limit  the  amount  of  benefit  that 
could  go  to  any  one  individual  if  we  see  fit  to  do  so. 

Mr.  VON  Engei^ken.  Why  would  it  not  be  possible  to  do  this:  To 
say  that  no  bank  or  no  individual  shall  be  loaned  from  any  one  bank 
of  this  system  more  than  a  certain  amount,  except  by  the  authority 
of  the  commissioner  of  farm-land  banks  in  Washmgton? 

Mr.  BuLKUsY.  That  is  a  suggestion  which  we  might  consider. 

Mr.  VON  Engelken.  Because,  while  we  are  primarily  trying  to 
hdp  the  small  man,  there  is  no  reason  why  we  should  cut  the  large 
man  out  entirely. 

Mr.  BuLKLEY.  The  idea  is  that  there  will  be  plenty  of  demand 
from  the  smaller  farmer. 

Mr.  A^ON  Engelken.  Yes. 

Mr.  Bulkley.  And  if  we  are  trying  to  do  a  public  service  here  we 
want  to  help  a$  many  men  as  we  can. 

Mr.  VON  Engelken.  Yes.  I  think  you  will  find  it,  as  a  rule,  now 
to  be  the  case  that  the  large  farmer  is  not  the  man  who  needs  any 
financial  assistance. 

Mr.  Bulkley.  That  is  what  we  thought. 

Mr.  VON  Engelken.  But  it  is  the  little  man  who  needs  to  be  helped. 

Mr.  Bulkley.  Almost  every  witness  who  has  appeared  here  has 
agreed  that  we  ought  to  have  some  such  limit ;  but  mey  have  differed 
as  to  what  the  amount  of  the  limit  should  be. 

Mr.  VON  Engelken.  You  mean  the  limit  that  any  one  man  may 
borrow? 

Mr.  Bulkley.  Yes. 

Mr.  VON  Engelken.  That  is  a  hard  question  to  answer,  because  it 
depends  upon  widely  varying  conditions.  You  take  conditions  in  the 
West,  where  they  have  farms  of  10,000,  15,000,  or  20,000  acres,  and 
then  compare  conditions  there  with  those  in  Florida,  where  we  have 
farms  of  2  acres. 

Mr.  Bulkley.  I  suppose  that  if  a  man  has  a  farm  of  15,000  or 
20,000  acres  he  could  get  credit  without  regard  to  anything  that  we 
mi^ht  do  here. 

Mr.  VON  Engelken.  That  is  what  I  had  in  mind. 

Mr.  Bulkley.  So  that  we  do  not  need  to  concern  ourselves  very 
much  with  him. 

Mr.  VON  Engelken.  Except  that  this  condition  might  arise :  You 
may  find  one  of  these  lands  companies  spring  up  all  over  the 
country  now,  that  might  want  to  use  this  institution  as  a  vehicle 
for  securing  funds. 

Mr.  Bulkley.  I  do  not  think  you  will  find  it  very  popular^  in 
Congress  to  make  it  easy  for  corporations  to  own  the  land ;  I  think 
they  want  individual  owners. 
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Mr.  VON  Engelken.  Could  they  hot  borrow  on  that  land  throng 
ofte  of  their  individual  owners?  Thej  mi^ht  transfer  the  land  to 
the  individual — deed  the  land  to  the  individual  for  the  purpose  of 
securing  money  through  this  bank. 

Mr.  BuiiKLBY.  Well,  if  we  decided  to  make  a  limitation  as  to  the 
amount  an  individual  may  borrow,  and  if  we  desired  to  limit  those 
loans  to  actual  owners  of  the  land  mortgaged,  we  would  see  that  the 
law  is  drawn  stiff  enough  so  that  there  will  be  penalties  attached  to 
any  deception  in  the  matter. 

Mr.  VON  Engei^ken.  Yes.  Still,  I  do  not  see  why,  if  all  the  peoph 
in  this  room,  for  instance,  own  a  tract  of  land  and  all  of  you  deed 
it  to  me — ^I  am  the  owner  of  it;  there  no  getting  around  that; 
what  ever  contract  I  may  make  with  you  as  to  what  shall  be  re- 
turned can  not  have  any  effect  on  my  ownership.  I  ajn_  the  actual 
owner  of  that  land  in  the  eyes  of  the  law,  because  it  has  been  deeded 
to  me.  Now,  I  come  along  and  want  to  borrow  $50,000  or  $60,000 
on  that  land. 

Mr.  BiTLKiiEr.  Yes;  you  would  have  the  legal  title,  but  if  we 
deeded  it  to  you  in  trust  you  would  not  have  the  equitable  interest  in 
it.  It  is  quite  possible  to  so  draw  this  bill  as  to  cover  both  the 
equitable  title  and  the  legal  title. 

Mr.  VON  Engelken.  It  was  with  that  in  mind  that  I  made  the 
suggestion  that,  in  order  to  protect  worthy  cases,  it  be  made  possible 
to  borrow  more  money  than  the  limit  set  in  the  bill,  but  only  with  the 
permission  of  the  commissioner  of  farm-l^and  banks. 

Mr.  Bulkley.  I  suppose  if  we  set  a  limit  it  will  be  based  on  the 
land  that  any  one  man  or  any  one  family  can  take  care  of  them-  | 
selves.  j 

Mr.  VON  Engelken.  Yes.  ' 

Mr.  Platt.  There  is  one  thing  about  setting  a  limit,  and  that  \s 
that  we  might  shut  ourselves  out  from  a  whole  neighborhood. 

Mr.  Bulkley.  That  depends  upon  whether  you  are  setting  up  year 
system  for  the  purpose  of  providing  for  the  investment  of  fimds 
or  for  the  purpose  of  enabling  people  to  buy  lands  and  to  improve 
lands  which  they  own;  I  think  the  purpose  is  clearly  the  latter. 

Mr.  Platt.  Well,  if  you  borrowed  from  a  bank  in  a  neighborhood 
where  the  farms  are  very  large,  you  may,  by  that  act,  prevent  those 
lands  from  being  divided  up  into  small  ifarms. 

Mr.  Bulkley.  Not  by  that  act;  by  limiting  the  amount  which 
could  be  loaned  to  any  one  man  you  would  promote  the  dividing  np 
into  small  farms. 

Mr.  VON  Engelken.  That  is  a  question  that  has  a  good  deal  of 
bearing  on  this,  and  it  is  a  very  interesting  one,  and  I  do  not  see  jna^ 
what  is  the  best  way  to  get  at  it.  I  think  that  this  committee 
could 

Mr.  Bulkley  (interposing).  No;  I  did  not  intend  to  ask  you  how 
to  do  it.  What  I  intended  to  ask  you  was  whether  you  would  be  in 
favor  of  any  limitation  of  that  character,  and  if  so,  how  much  » 
dollars  the  amount  should  be.  You  can  leave  it  to  us  to  figure  ort 
a  legal  way  to  do  it. 

]y&.  VON  Engelken.  I  believe  in  a  limitation,  but  I  do  not  believe 
I  would  be  competent  to  say  what  the  amount  should  be. 

Mr.  Platt.  I  want  to  ask  a  question  or  two  about  the  matter  of 
foreclosures;  something  about  the  German  laws  on  that  subject,  and 
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ether,  as  a  matter  of  fact,  the  expense  of  foreclosures  has  not  got 
:cM)d  deal  to  do  with  the  high  rates  of  interest  in  this  country  and 
\  risk  on  them? 

!^.  VON  Engelken.  It  is  undoubtedly  a  fact  that  the  foreclosure  ex- 
rience  in  this  country  has  been  one  oi  the  most  determining  factors 
making  farm-land  security  no  more  attractive  than  it  is;  because  it 
1  matter  of  great  difficulty  in  this  country  to  foreclose  a  farm  mort- 
ge.  It  involves  litigation  that  might  be  dragged  on  for  two  or 
.'^  years;  whereas,  in  Germany,  the  Landschaften  and  like  organi- 
;ions  are  exempt  from  the  foreclosure  provision ;  they  are  the  court 
last  resort  and  can  step  in  overnight  into  a  man's  property  and 
t  him  out.  That,  of  course,  simplifies  their  transactions  wonder- 
Lly.  An  the  question  has  occurred  to  me,  whether  it  would  not  be 
visable,  and  serve  the  double  purpose  of  acting  as  a  check  upon 
i  borrower,  the  enthusiasm  of  tne  farmers,  if  you  injected  into  this 
1  some  provision  making  it  easier  for  the  banks  to  secure  the  prop- 
2^  of  a  borrower  in  case  of  failure  than  it  would  be  for  outsiders. 
Mr.  Woods.  Of  course,  under  this  plan  the  matter  of  foreclosure 
not  so  much  involved,  because  the  mvestors  do  not  buy  the  mort- 

Sjs;  they  buy  the. bonds, 
r.  VON  Engelken.  Yes;  I  understand  that. 
Mr.  Woods.  So  that  it  would  not  be  so  material  to  the  investor. 
Mr.  Platp.  Well,  it  would,  too,  perhaps;  it  might  affect  the  whole 
Ivency  of  the  banks,  possibly,  if  they  had  every  once  in  a  while  to 
» to  high  expense  on  foreclosure. 

Mr.  VON  Engelken.  Yes;  it  mi^ht  be  very  advantageous  to  the 
lited  locals  and  the  State  unions,  if  you  paved  the  way  for  them  to 
oure  easily  the  property  which  had  failed  to  meet  its  interest  and 
Qortization;  is  that  not  right? 
"Mr.  Platt.  Certainly. 

Mr.  Bulkley.  It  was  suggested  the  other  day  that  we  provide 
at  mortgagors  should  pay  all  costs  and  attorneys'  fees  under  fore- 
jsuie. 

Mr.  Plate.  Would  it  not  be  possible  to  require  the  State  in  which 
ese  banks  were  organized  to  allow  the  banks  to  take  the  property 
ithout  foreclosure,  just  as  they  do  in  Germany?    Would  not  that 

a  thing  that  would  make  the  whole  system  successful,  if  you  could 
t  it  through  the  States? 

Mr.  Bulkley.  I  do  not  believe  it  would  be  a  very  popular  propo- 
ion. 

Mr.  VON  Engblkjsn.  How  would  this  plan  appeal  to  you,  Mr. 
ilkley?  Instead  of  allowing  the  farm-land  bank  to  accept  mort- 
ges,  let  them  accept  deeds  of  trust;  that  may  not  he  the  exact 

irase,  but  if  some  one  will  correct  me 

Mr.  Bulkley.  (interposing).  Well,  I  understand  the  distinction, 
t  without  a  very  careful  examination  of  the  laws  of  ill  the  States 

the  Union  in  tliat  respect,  I  would  not  feel  sure  thut  that  would 
Ive  the  problem.  In  other  words,  I  know  there  are  some  States 
bere  a  deed  of  trust  can  be  operated  so  as  to  extinguish  the  title 

the  borrower  pretty  rapidly.  I  am  not  sure  that  that  would 
I  true  in  every  State. 

Mr.  Platt.  Tnere  is  one  State  in  this  Union,  I  understand,  where,  if  a 
ortgage  runs  for  10  years,  even  if  the  interest  is  paid  on  it  year  after 
Jar,  that  mortgage  becomes  outlawed  at  the  end  of  10  years.    Now, 
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that  law  would  have  to  be  changed ;  we  could  not  do  business  there 
until  it  was  charged. 

Mr.  Woods.  I  think  that  statement  is  somewhat  erroneous,  Mr. 
Piatt. 

Mr.  Platt.  Well^  I  will  not  be  sure  of  it. 

Mr.  Woods.  I  thmk  it  is  if  the  mortgage  is  past  due  10  years. 

Mr.  Platt.  If  it  is  past  due  10  years,  out  the  interest  is  paid  on 
it  right  along  it  is  absolutely  a  live  mortgage.  I  am  not  sure  about 
the  terms  of  the  law,  but  I  think  that  is  the  case  in  South  Dakota. 

Mr.  Woods.  Well,  if  the  mortgage  runs  for  20  years,  it  is  not  past 
due  until  the  20  years  have  expired ;  but  if  the  mortgage  is  due  in  20 
vears  and  then  runs  30  years  it  is  10  years  past  due  and  it  ceases  to 
be  a  lien  on  the  real  estate. 

Mr.  Platt.  We  could  not  do  business  under  that  law  with  the 
banks. 

Mr.  BuLKLEY.  Well,  I  hope  they  would  not  let  anything  run  for 
10  yearspast  due. 

Mr.  Woods.  Well,  under  the  amortization  plan,  I  suppose  it  would 
not  be  past  due. 

Mr.  Platt.  It  would  not  be  past  due ;  perhaps  we  could  get  around 
it  that  way. 

Mr.  VON  Engelken.  Now,  in  our  State,  we  have  the  homesteid 
exemption,  and  any  mortgage  issued  or  given  which  does  not  waife 
that  homestead  exemption  is  not  worth  the  paper  it  is  written  on. 

Mr.  Bulkley.  Well,  I  do  not  think  Congress  is  ready  to  under- 
take, even  if  it  had  the  right  to  do  so,  to  interfere 'with*^  State  laws 
controlling  titles  to  real  property. 

Mr.  Platt.  By  the  way,  this  matter  of  foreclosure  makes  a  dis- 
tinction between  farm  security  and  other  classes  of  security,  because 
other  classes  of  security  can  De  taken  instantly  for  a  debt  and  at  no 
expense.  They  are  actually  put  up  in  the  vaults  of  the  bank  is 
collateral. 

Mr.  Bulkley.  Of  course,  you  are  now  referring  to  State  laws? 

Mr.  Platt.  Yes. 

Mr.  Bulkley.  I  do  not  think  we  want  to  interfere  with  the  State 
laws,  especially  about  real  estate. 

Mr.  Scudder.  Mr.  Chairman,  may  I  suggest  a  solution  to  thit 
question? 

Mr.  Bulkley.  We  would  be  glad  to  hear  from  jou. 

Mr.  Scudder.  Congress  would  not  take  any  direct  action  to  foroe 
States  to  pass  uniform  foreclosure  laws,  yet  m  a  bill  of  this  kind  it 
could  provide,  especially  if  the  Government  bought  the  bonds,  thit 
the  bonds  would  not  be  a  proper  investment  for  &overnment  postal- 
saving  funds  unless  they  complied  with  this  and  that  rule. 

Mr.  VON  Enoelken.   i  es. 

Mr.  Scudder.  Such  as  prompt  foreclosure. 

Mr.  Platt.  Yes;  that  could  be  done. 

Mr.  Scudder.  Exemption  from  taxation  and  all  those  rules  thit 
are  necessary  to  make  that  bond  gilt-edged. 

Mr.  Bulkley.  That  would  be  possible,  I  think. 

Senator  Hollks.  Mr.  von  Engelken,  Senator  Hitchcock  listened 
with  interest  to  what  you  had  to  say  and  he  made  this  suggestion: 
That  the  Federal  reserve  banks  be  authorized  to  purchase  and  sell  these 
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inture  bonds  to  be  issued  by  the  farm-loan  banks  or  an  associa- 
of  farm-loan  banks. 

be  situation  would  be  this:  Federal  reserve  banks  are  not  per- 
.ed  to  deal  generally  in  what  are  called  open-market  securities; 
.  is,  open-market  operations  generally  are  prohibited  to  them. 
y  are  allowed  to  buy  and  sell  certain  classes  of  securities  and 
ion  and  gold  and  so  on. 

ow,  if  they  were  permitted  to  buy  and  sell  these  debenture  bonds, 
lout  guaranteeing  them,  they  could  have  their  agents,  who  will 
ituated  in  different  localities  all  over  the  country,  look  them  up, 
)ect  them,  and  pass  on  those  that  they  think  are  safe;  they 
Id  buy  and  sell  tnem ;  and  they  would  have  facilities  for  selling 
n  in  this  country  and  abroad.  You  will  readily  see  the  advantage 
hat.  Have  you  any  comments  to  make  on  that? 
[r.  VON  Engelken.  I  may  reiterate  here  that  the  more  confidence 
Government  shows  in  these  bonds  the  more  confidence  investors 

have  in  them.  But  let  me  inject  here  into  the  record  a  very 
Testing  scheme  that  was  proposed  by  the  gentleman  at  my  right 
p.  Moss  J  while  we  were  in  Europe ;  I  do  not  Know  what  has  become 
it;  but  it  was  this:  All  banks  are,  I  believe,  supposed  to  keep  a 
$rve,  are  they  not? 
lenator  Houjs.  Yes. 

Ir.  voK  Engelken.  Why  not  allow  those  banks  to  keep  that  re- 
7e  in  the  shape  of  farm-land  bonds? 

lenator  HoLLis.  The  reason  that  that  that  could  not  be  done  is 
y  dear :  the  reserves  must  be  the  most  liquid  thing  there  is,  and 
y  must  be  immediately  available, 
ifr.  VON  Engelken.  I  see. 

Senator  Hoixis.  That  is  what  reserves  are  for.  for  quick  action; 
that  plan  would  not  work.  It  would  not  work  lor  the  same  reason 
it  commercial  banks  are  not  allowed  to  loan  money  on  long-time 
niities. 

tfr.  VON  Engelken.  Yes.  Well,  that  practically  covers  what  I 
I  volunteer  on  this  subject ;  I  shall  be  glad  to  answer  any  questions. 
Hr.  Woods.  Was  it  your  intention  under  the  plan  you  proposed, 
it  national  bank  examiners  should  examine  the  local  banks  as  well 
the  State  banks? 

Hr.  VON  Engelken.  I  am  not  prepared  to  answer  that,  because  the 
n  as  written  here,  while  it  is  the  work  of  Mr.  Jones  and  myself, 
.  Jones  who  will  appear  before  you  later  is  much  more  qualified 
a  banker  to  answer  those  technical  questions  than  I  am.  I  am 
uid  I  would  be  in  a  position  of  doing  more  or  less  guessing, 
tfr.  Platp.  Instead  of  having  a  State  central  bank  to  issue  bonds, 
old  it  not  be  possible  to  have  State  appraisers  who  could  appraise 
1  value  of  the  land;  who  could  be  sent  to  the  various  little  oanks 
the  State  to  apprtiise  the  land  so  that  the  local  barrowers  should 
.  do  their  own  appraising? 

kfr.  VON  Engelken.  What  would  you  gain  by  that  ? 
ilr.  Platt.  Well,  would  you  not  gain  something  in  saving  the 
rges  of  an  additional  bank? 

fr.  VON  Engelken.  Do  not  let  us  lay  too  much  stress  upon  the 
ing  that  you  are  going  to  make  to  the  farmer  in  his  interest  rates, 
ause  it  is  impossible  to  derive  any  benefit  from  any  system,  or  in 

way,  without  paying  for  it.    This  thing  is  going  to  benefit  the 
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farmer  tremendously,  and  he  certainly  must  be  prepared  to  ft^m//^^ 
the  benefit  he  is  to  receive. 

Now,  when  you  get  to  the  local  unit  issuing  bonds,  you  a9e/sf^ 
get  back  to  where  we  were  this  morning,  and  that  is  to  the  deanekj 
confidence  which  the  investor  is  going  to  have  in  that  locS,  ai^ 
that  really  is  the  keystone  of  the  entire  arch,  because  what  yonm 
going  to  try  to  reach  is  not  the  farmer,  but  the  investor. 

Mr.  Platt.  Well,  if  an  appraiser  were  designated  for  the  whA 
State — if  it  were  known  that  the  bonds  of  every  bank  in  that  StiH 
were  based  upon  real  estate  appraised  by  a  central  authority,  would 
not  that  give  confidence  in  the  bonds? 

Mr.  vox  Engelken.  That  is  what  you  provide  in  this  central  lU* 
thority,  in  this  State  union  organization.  It  is  this  appraisal— if  yoi 
choose  to  make  that  appraiser  a  State  official,  well  and  good. 

Mr.  Platt.  What  I  mean  is  having  this  State  officer  appraise  the 
lands  without  having  the  central  bank  organization. 

Mr.  VON  Engelken.  There  you  would  again  throw  this  heterO' 
geneous  mass  of  bonds  on  the  market  without  any  system ;  you  wooU 
be  getting  back  to  the  very  question  of  a  selling  agency.  How  ca 
all  these  little  banks  in  a  State  each  one  open  up  a  selling  agencjl 
Just  imagine  what  would  happen. 

Mr.  Platt.  It  seems  to  me  that  a  central  bank  would  be  of 
service  there,  unquestionably.    But  I  am  not  sure  that 

Mr.  VON  Engelken  (interposing).  It  is  really  a  clearing  hoot, 
is  it  not? 

Senator  Hollis.  Not  in  the  sense  in  which  we  use  the  term  "clel^ 
ing  house."  A  clearing  house  is  an  institution  for  adjusting  (to 
balances  between  banks,  you  know.  This  would  perform  theiUK- 
tions  of  a  bank  of  issue;  if  we  might  call  this  a  form  of  currency 
this  would  be  a  bank  of  issue.  This  is  the  counter  where  you  m 
your  goods. 

Mr.  VON  EngelblEN.  You  see  there  is  another  function  of  the  Stite 
organization.  The  State  organization  has  a  larger  capital,  by  ftf, 
than  any  one  unit.  Now,  let  us  say  that  any  one  unit  happens  to  htii 
a  more  rapid  call  than  another.  That  unit  does  not  nave  to  wift 
until  it  can  sell  its  bonds  in  the  9pen  market.  It  simply  gets  mowf 
from  the  State  organization  in  exchange  for  its  mortgages  m 
expedites  its  business  very  materially  in  that  way. 

If  that  little  unit  had  to  wait  until  it  sold  its  bonds,  then  there  il 
no  telling  how  long  it  would  take  to  sell  those  bonds,  and  then  you  d» 
not  know  whether  you  would  get  par  for  them  or  not.  And  it  looks  tl 
me  as  a  farmer,  and  from  what  business  experience  I  have  had,  is  it 
you  would  be  very  much  more  apt  to  get  par  for  bonds  issued  froi» 
a  State  organization  than  from  oonds  issued  by  some  little  unit  in 
a  State. 

Mr.  Platt.  Suppose  that  a  State  official  had  appraised  the  vtlni 
of  the  lands  on  which  those  bonds  were  based,  would  not  the  locil 
banks  take  them — would  not  the  local  banks  of  that  State  take  than 
very  readily ;  the  savings  banks,  or  the  State  banks,  or  even  national 
banks,  perhaps  ? 

Mr.  VON  Engelken.  Wliy  should  the  savings  banks  take  the  bmidf 
when  they  can  go  right  out  in  the  open  market  and  place  their  monq 
on  mortgages  at  a  higher  rate  of  interest  ?  You  are  not  going  to  cleaa 
the  field  by  this  system  of  the  savings  institutions  that  are  now  h 
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?age  field.    You  will  find  in  Europe,  side  by  side  with  a  sys- 

lis  sort,  independents  who  are  actively  engaged  in  the  same 

in  the  same  field. 

r  HoLLis.  Well,  Mr.  Piatt's  suggestiton  would  work  in  my 

f  the  country.    We  can  not  get  as  many  first-rate  real  estate 

n  on  a  basis  of  two-thirds  or  three-fourths  of  the  value  of 

as  we  would  like;  so  we  invest  our  deposits  in  stocks  and 

id  in  western  mortgages,  and  I  think  our  bank  would  be 

i  to  have  a  line  of  these  bonds.    We  do  not  want  to  get  too 

these  eggs  in  one  basket. 

^TT.  Yes ;  I  think  that  is  correct. 

r  HoLLis.  And  I  think  a  5  per  cent  or  even  a  4  per  cent 

uld  be  very  attractive  to  our  New  England  savings  banks, 

ere  supervised  by  some  State  authority. 

IN  Engelken.  That  is  what  I  mean.    But  would  you  not, 

ker  in  that  locality,  rather  deal  with  an  organization  in  a 

t  covers  the  entire  State  than  with  a  little  unit? 

r  HoLLis.  Undoubtedly  so.    As  it  is  now  we  have  some 

.  the  West  that  we  buy  some  farm  loans  from.    I  remember 

lave  an  agent  at  Topeka,  Kans. ;  we  have  one  at  Minneapolis; 

epend  on  those  men ;  they  have  always  done  us  good  service ; 

lave  an  agent  go  out  and  visit  these  sections  where  the  mort- 

B  made.    But  if  we  could  do  that  through  the  State  Farm 

ink  of  Minnesota,  or  of  Kansas,  for  instance,  I  think  we 

J  very  glad  to  do  it;  I  think  we  would  take  half  a  million 

f  those  Donds. 

iiATT.  Would  not  your  banks  do  that,  if  it  was  not  a  central 

tion,  but  simply  a  State  official  whose  business  it  was  to 

the  land  ? 

r  H01JL.1S.  Yes;  I  think  we  would  buy  them  just  as  quickly 

»N  Engelken.  But  you  are  getting  away  from  this  point: 
that  your  bank  buys  our  bonds  at  Hastings,  and  our  lands 
n  appraised  by  this  State  ofiicial,  and  we  have  had  three  or 
rs  crop  failures.  We  are  going  to  have  trouble  in  meeting 
rtization.  Then  you  are  dealing  directly  with  us;  it  is  the 
equation.  Now,  if  you  are  dealing  with  a  State  organiza- 
do  not  care  whether  there  is  a  crop  failure  in  one  particular 
r  not,  because  the  balance  of  the  State  is  going  to  see  to  it 
organization  is  helped  through  its  troubles,  in  order  to  main- 
standard  of  the  bonds  throughout  the  entire  State.  They 
ifford  to  let  the  small  units  suffer. 
:.Arr.  There  is  a  good  deal  in  that  argument. 
r  HoLLis.  I  would  rather  buy  the  bonds  through  the  agent 
lorida  State  Farm  Land  Association  than  through  the  ♦John 
Mortgage  Co.,  of  Kansas. 
N  Engelken.  Yes;  I  think  so. 

LArr.  I  would  like  to  know  what  Mr.  Moss  w<;uld  have  to 
iswer  to  that  argument. 

ir  HoMJS.  Yes;  let  us  hear  from  Mr.  Moss.  Mr.  Moss,  Mr. 
ggests  that  he  would  like  to  hear  you  in  answer  to  that 
t. 

0S8.  Yes;  I  was  going  to  ask  for  permission  to  come  before 
littee  again  and  present  some  matters  in  a  more  precise  form 
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than  I  can  to-day.  I  would  like,  however,  to  answer  briefly  now  what 
1  have  been  thinking  about  while  sitting  here  listening  to  the  dit- 
cussion. 

The  liability  that  the  bank  assumes  is  not  in  the  bonds  which  it 
issues;  it  is  in  the  mortgages  which  it  accepts.  The  loan  on  the 
mortgage  is  the  real  liability.  If,  as  a  matter  of  fact,  the  loan  i|i 
well  placed i 

Senator  HoLLis  (interposing).  Now,  the  asset  which  underlies  thlf' 
mortgage  is  a  thing  of  importance,  is  it  not? 

Mr.  Moss.  I  recognize  that;  but  if  you  will  let  me  finish  wj 
statement  I  think  jrou  will  see  my  point.  I  say  that  under  the  gOT»j 
emmental  supervision,  if  the  loan  itself  is  well  placed,  so  that  ' 
loan  is  repaid  promptly  to  the  bank,  the  bank  has  its  funds  to  red 
its  bonds ;  but  if  the  mortgage  is  badly  placed,  then  the  bank  itaeU 
has  no  funds  with  which  to  redeem  its  bonds,  and  therefore  that  ii 
the  reason  I  say  that  the  real  liability  is  in  the  loaning  on  tli 
mortgage. 

Most  of  the  discussion  that  I  have  heard  around  the  table  to-dajf; 
and  indeed  most  of  the  discussion  in  this  whole  matter,  has  beoi' 
upon  the  question  of  making  the  bond  good. 

My  first  impression  that  I  got  of  this  subject  was  through  Alt* 
bassador  Hemck,  and  I  will  get  my  notes  and  see  just  what  Uul 
conversation  was.  And  Mr.  Herrick  outlined  practically  the  nudM^ 
of  every  plan  that  I  have  seen  about  having  successive  organizatiiM 
that  passed  on  the  bond. 

It  is  impossible  that  under  this  system  successive  orffanisatioM 
of  capital  can  add  anything  to  the  value  of  the  bond  amess  at  At 
same  time  they  add  greater  prudence  to  the  borrower  or  the  bank 
at  the  source  at  the  time  the  bank  places  its  money  on  the  farm. 

A  central  bank,  unless  it  is  going  to  have  its  own  appraisers  and 
follow  out  its  appraisements — or  if  the  supervising  authority  do« 
not  have  the  power  to  control  the  loaning — ^tnen  the  central  author!^ 
will  add  no  safety  to  the  system. 

I  do  not  care  how  many  names  are  written  on  the  bond.  If,  aa  a 
matter  of  fact,  the  central  bank  is  the  one  that  is  going  to  make  thi 
appraisement  and  control  the  loan,  then  it  is  true  that  these  local 
banks  are  not  anything  more  than  agencies.  They  have  lost  thair 
initiative  altogether.  So  that  you  have  got  to  do  either  one  of  two 
things. 

You  have  either  got  to  give  the  locals  the  right  to  make  the  ^h 
praisement  of  the  land  and  to  make  the  loan;  and  if  you  do  dwt 
you  have  no  need  of  a  central  bank.  Now,  I  admit  that  there  is  a 
question  in  regard  to  the  appraisement,  but  the  real  difficulty  abool 
this  proposition  is  the  same  difficulty  that  any  man  has  when  lie  goal 
out  to  buy,  as  Senator  Hollis  has  suggested,  any  real  estate  mort- 
gages. It  is  a  question  whether  the  loan  has  been  well  made,  anJI 
that  is  the  whole  question  on  that. 

I  have  given  this  subject  more  careful  study,  because  it  is  Um 
kernel  upon  which  the  whole  thing  depends:  and  I  believe  it  wiD 
be  found  that  when  you  put  this  system  into  operation  that  thai 
system  which  confines  the  loans  down  to  the  locality  where  the  a^ 
praiser  is  best  known — on  the  lands  which  he  appraises — is  the  OM 
that  is  going  to  gi\e  the  soundest  appraisement:  and  you  can  tab 
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jm  that  has  evej:  been  devised  and  find  some  ways  by  which 
abused.    There  is  no  doubt  about  that  proposition. 
IS  to  me  that  if  you  make  the  association  itself  responsible 
ness  way  its  reputation  is  at  stake  about  the  matter.    Let 
Senator  Hollis's  illustration  that  he  used  a  few  moments 

I  said  that  the  people  in  his  section  now  depend  upon  an 
buying  these  loans,  and  it  was  that  agent's  judgment  that 
in  the  matter.  If  vou  were  buying  under  these  local  asso- 
the  management  of  that  bank  and  the  general  reputation 
anagement  of  the  bank  itself  would  be  just  as  great  a  ffuar- 

0  the  amount  of  business  it  does  as  would  be  the  case  if  you 
eat  central  authority.    I  think  you  will  agree  with  me  on 

f  it  was  so  that  the  central  authority  could  add  any  greater 
— if  the  central  authority  brought  mdependent  capital  into 
prise,  then  I  could  see  how  it  would  be  an  advantage.  But 
D  call  your  attention  to  the  fact  that  for  every  bond  that  is 
ere  is  a  mortgage  that  is  outstanding  aj^ainst  it;  and  if  there 
loan  made  by  any  association  there  will  be  a  deficit  of  tiiat 
and  the  most  vou  can  do  by  an  association  is  to  take  out  of 
rofits  of  all  01  them  a  sufficient  amount  to  make  up  the  bad 
ny  one  of  them.  The  real  difficulty  of  getting  up  such  an 
>n  is  to  compel  the  banks  to  go  into  it.  Iiyou  have  a  central 
:ion  and  then  say  that  all  the  banks  must  go  into  it,  that  no 

II  form  under  this  system  unless  they  subscribe  stock  in  the 
istitution  and  assume  a  joint  insurance,  those  banks  will  at 
i  up  and  decide  the  question  whether  or  not  they  will  do 
unaer  State  laws  or  under  the  national  law.  If  the  State 
to  exempt  mortgages  from  taxation,  and  the  State  can  give 
)eral  a  law  as  the  Nation  does,  I  can  readily  understand  now 
ould  go  under  the  State  law  in  order  to  avoid  having  to  ffo 
e  associations;  and,  as  a  matter  of  fact,  that  has  been  the 
jtumbling  blodc  in  the  system — to  compel  banks  to  mutually 
ch  other°s  loans.    I  can  readily  see,  also,  that  if  you  make 

bank  you  have  added  to  the  administration  charges, 
f  the  State  were  to  free  all  mortgages  from  taxation,  the 
mder  would  have  the  advantage  of  1  per  cent,  which  under 
foes  to  the  bank  for  administration — or  whatever  the  bank 
therefore  the  savings  banks  and  others  would  have  a  great 
e  over  the  Government  bank,  because  they  would  be  out 
ler  the  administration  charge. 

many,  while  the  local  associations  had  brought  their  admin- 
charges  down  as  low  as  0.15  per  cent,  yet,  as  a  matter  of 
savings  banks  have  loaned  and  are  loaning  as  much  money 

1  rural  real  estate  In  Germany  as  all  the  landschaften  asso- 
3ut  together. 

would  like  to  present  that  in  a  more  condensed  form  after 
ad  a  little  more  time  to  consider  this  particular  matter, 
at  is  the  real  thought  I  have,  and  what  I  would  like  to  call 
to — that  the  kernel  of  this  whole  system  is  the  making  of 
it  is  not  in  the  issuing  and  guaranteeing  of  the  bonds.  If 
so  that  the  loans  are  safe  the  whole  svsttMn  is  saft'. 
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Senator  Hoixis.  It  seems  to  me  that  the  success  of  the  system 
be  not  alone  in  making  the  loans  safe,  but  very  largely  in  mil 
the  investors  believe  that  the  loans  are  safe. 

Mr.  voN  Engelken.  That  is  the  kernel  of  it. 

Mr.  Platt.  Yes. 

Senator  Hollis.  And  I  personally  have  more  faith  in  a  State 
stitution,  formed  by  an  association  of  various  banks,  than  I  w( 
in  one  bank,  or  in  any  one  private  corporation.  It  seems  to  me  i 
it  does  dignify  it  and  give  it  more  currency.  That  is  the  wi; 
strikes  me. 

Mr.  Moss.  That  was  the  argument  that  Ambassador  Herrick  n 
But  Ambassador  Herrick  went  further  and  wanted  a  national  a 
ciation  by  successive  organizations.  But  the  weakness  of  that  pw 
sition,  it  seems  to  me,  comes  from  the  fact  that  by  assessing  the  k 
bank  and  taking  the  capital  away  from  the  lower  bank  your  ag 
gate  capital  is  not  increased  the  least  bit — ^your  aggregate  incon 
not  increased  the  least  bit.  What  you  have  increased  nas  been  ] 
administration  charges,  without,  in  any  sense  of  the  word,  adding 
element  of  safety,  unless  it  is  the  prudence  of  the  man  that  m 
the  loan. 

Senator  Hollis.  It  seems  to  me  that  you  would  not  increase ; 
administration  charges  very  much.    That  is  the  way  it  imprean 

Mr.  vox  Engelken.  Senator  Hollis,  I  have  said  a  good  dealon 
subject,  and  Mr.  Moss  and  I  do  not  seem  to  be  able  to  get  top 
at  all  on  it. 

Mr.  Moss  directs  attention  to  this  question  of  prudence  td 
source,  and  says  that  if  the  State  organization  is  gomg  to  checl 
loans  that  the  local  bank  is  nothing  but  an  agent 

Now.  I  do  not  agree  with  that  m  any  particular.  The  local 
make  the  loan.  All  that  the  State  organization  does  is  to  say  t 
local,  "  Be  careful:  do  not  lend  more  money  on  this  real  estate 
is  perfectly  safe,  because  if  you,  in  the  judgment  of  the  man  w 
to  pass  on  the  values  designated  by  us  collectively,  have  loaned 
on  John  Smith's  fann  than  John  Smith's  farm  is  entitled  to  yoB 
be  required  to  make  up  to  the  State  organization  sufficient  colla 
yourselves  to  make  that  loan  good." 

In  your  bill,  Mr.  Moss,  you  have  provided  absolutely  no  < 
upon  the   appraisement   of  the  land   between  the  bunch  of 
farmers,  for  example,  and  the  man  in  New  York  or  New  Hamp 
who  is  to  buy  the  bonds. 

Furthermore,  you  speak  of  the  security  of  the  bond.     It  is 
question  of  the  security  of  the  bond.    The  whole  question  is 
servatism  of  appraisement.     You  have  the  agent  now,  the  appi 
of  the  State  unit.    Then  comes  the  Government;  it  steps  ir 
makes  a  further  appraisement.     I  will  tell  you  this,  that  if  you 
50  appraisements,  your  bonds  will  be  50  times  as  attractive  t 
investing  public  as  they  would  be  if  you  had  only  one  appraise 
The  investing  public  has  confidence  in  the  security  of  land, 
you  must  give  them  now  is  confidence  that  conservatism  and 
judgment  is  going  to  be  used  in  deciding  how  much  of  that  se« 
IS  behind  loans  that  are  going  to  be  sold  to  the  public;  that  i 
crux  of  the  question.     Now,  we  get  to  the  locals  making  the 
The  locals  do  make  the  loans  in  every  sense  of  the  word. 

Mr.  Moss.  I  was  speaking  of  the  appraisement. 
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[r.  VON  Engelken.  I  know;  but  I  was  just  making  comments  on 
it  you  said. 

'hen  we  come  to  the  question  of  administrative  charges,  and  there 
are  widely  apart  again.  I  do  not  see  that  the  administration 
rges  are  going  to  be  materially  enhanced  if  they  are  enhanced  at 
^ause  you  congregate  the  administrative  charges  into  one  spot, 
.  otherwise  would  be  scattered  among  the  local  units. 
on  take,  for  instance,  your  local  unit;  it  has  an  administrative 
'ge  for  its  own  office  expenses,  etc.,  whatever  that  may  be.  Then 
Bs  the  expense  for  a  fiduciary  agent  of  the  local.  Then  comes 
expense  for  inspection  or  examination;  and  then  comes  the  ex- 
le  for  providing  a  market  for  these  bonds.  Now,  you  have  the 
inse  oi  the  fiduciary  agent  that  each  local  is  subject  to  in  this 
i  the  expense  of  the  examination  and  the  expense  or  the  selling  of 
bond ;  and  if  you  take  that  away  from  the  local  and  bunch  it  at 
central  organization,  I  will  almost  guarantee  that  you  can  do  it 
.per  than  the  local  can  do  it,  and  can  cut  down  your  administra- 
expenses  rather  than  enhance  them. 

Jr.  PiJiTT.  It  might  be  that  the  marketing  of  the  bonds  alone 
Id  be  so  much  more  cheaply  done  as  to  make  up  any  other  in- 
sed  expense? 

[r.  VON  JEngelken.  Yes.  Now  here  is  another  element,  Mr.  Moss ; 
J  this  into  consideration:  If  your  locals  make  a  loan  and  the 
ner  once  gets  his  hands  on  the  money,  and  if  the  bonds  that  that 
1  would  then  issue  do  not  sell  at  par,  who  is  going  to  put  up  the 
•gin  on  them?  It  has  got  to  come  out  of  the  one  local,  has  it  not  ? 
&.  Moas.  I  guess  so. 

[r.  VON  Engelken.  Now,  if  through  an  organization  you  bring 
r  bonds  nearer  par,  do  you  not  see  where  that  would  strengthen 
situation?  And  take  Senator  HoUis's  statement  that  as  an  in- 
or  he  would  prefer  to  pay  par  for  a  bond  backed  by  an  organiza- 
i  of  a  State  than,  perhaps,  to  pay  90  for  a  bond  of  a  local  organi- 
I — ^and  if  a  local  organization  ever  has  to  sell  a  bond  at  90  it  is 

e 

[r.  Moss  (interposing).  We  have  in  our  State  of  Indiana  what  we 
the  "  3-mile  law."  That  is,  under  that  law  50  freeholders  may  pe- 
rn to  have  a  road  built  which  does  not  exceed  3  miles  in  length. 
i  a  great  quantity  of  roads  that  have  been  built  in  Indiana  are 
It  under  what  we  call  the  3-mile  law.  That  means  that  there  is  a 
t  amount  of  small  issues  of  bonds ;  and  you  can  hardly  pick  up  a 
spaper  in  the  State  of  Indiana  to-day  without  finding  an  adver- 
ment  of  such  an  issue  of  bonds.  Those  bonds  are  promptly  taken 
and  nearly  always  by  local  capital.  And  when  you  want  to  build 
?hoolhouse  now  in  our  State,  and  I  presume  in  other  States,  we 
e  found  out  there  that  it  is  better  to  issue  those  bonds  and  then 
the  people  to  pay  them  rather  than  tax  them  in  advance  to  build 
schoolhouse.  Therefore,  when  a  bridge  or  a  schoolhouse  is  to  be 
!t,  the  bond  itself  is  always  advertised  and  sold. 
Tow,  in  the  case  of  those  bonds  the  investors  come  from  the  imme- 
:e  locality.  I  have  very  little  confidence  in  a  proposition  that  has 
;o  far  away  from  home  to  get  the  money.  There  are  some  locali- 
in  the  United  States  where  jrou  have  to  do  that;  and  the  very 
kness  of  this  central  system  lies  in  that  one  point,  and  I  want  to 
attention  to  it : 


Digitized  by 


Google 


398  RURAL   CREDITS. 

Und€r  the  bill  that  the  commission  suggested  the  persons  w 
forming  the  bank  are  permitted  practically  to  underwrite  the 
with  a  Targe  credit  capital,  if  they  care  to,  and  each  bank  can 
its  own  measure  of  credit  capital. 

Now,  taking  the  instance  we  had  at  Colorado  Springs,  Cole 
I  wish  to  say  that  these  banks  will  not  be  formed  by  farm 
least  not  necessarily  so — here  is  a  community  where  they  \ 
develop  the  agricultural  industries,  and  the  reason  they  want 
velop  the  agricultural  industries  is  because  that  will  impn 
business  of  uie  whole  country.  So  that  the  question  of  publi 
comes  in — people  have  faith  in  the  system.  So  they  form  an  i 
tion  or  bank,  and  recognizing  their  disadvantage  from  a  lack  ( 
capital  at  the  present  time,  they  decide  to  make  that  up  throi 
assumption  of  a  large  credit  capital.  So  here  is  a  bank  that  h 
formed  with  reputable  stockholders,  business  men,  farmers,  a 
ers,  and  they  issued  $150,000  of  bonds  with  a  $10,000  capita 
they  assume,  we  will  say,  a  $40,000  credit  liability  if  they  ^ 
assuming  that  this  is  precisely  Mr.  Breitung's  proposition?  1 
they  are  going  away  from  home  to  get  their  funds,  they  say, 
is  an  organization  formed ;  we  have  a  land-mortgage  bank ;  \ 
a  capital  of  so  much ;  we  have  a  credit  liability  of  so  much  beh 
bonds;"  and  we  sell  the  bonds  of  that  guaranty,  and  the 
States  Government  buys  them  and  holds  them  on  our  guaran 

My  judgment  is  that  that  will  assist  the  bonds  on  the  ma 
may  be  mistaken. 

Now,  against  that,  this  central  proposition  proposes  that  in 
area,  whether  it  be  a  State  or  a  larger  area,  you  shall  compel 
before  it  enters  the  system  to  practically  underwrite  or  assist 
derwriting  the  whole  business.  Take  the  instance  which  h; 
cited  here,  where  the  Missouri  River  divides  the  State  into  t 
tions,  and  where  they  recognize  that  the  interest  rate  shall  h 
cent  higher  on  one  side  of  the  river  than  it  is  on  the  other,  as 
requirement  you  would  find  extreme  difficulty  in  putting  tl 
operation  if  you  had  all  the  banks  in  one  central  organizatit 
as  that.    I  think  you  will  find  a  difficulty  there. 

I  would  not  want  to  say  the  last  word  on  this  subject  to-c 
cause  I  want  to  bring  together  some  facts  for  the  benefit  of  tl 
mittee;  but  I  have  not  been  able  to  convince  myself  that  an  el 
organization  will  be  successful.  And  there  is  one  very  marl 
ference  between  mortgage  securities  and  those  of  ordinary  c 
cial  banks,  and  that  is  this: 

Suppose  a  commercial  bank  is  doing  business  largely  upon  d 
and  there  is  in  this  section  over  here  [indicating]  a  time  in  t 
when  people  are  depositing  more  money  than  they  are  drawi 
and  there  is  a  time  when  these  people  over  here  [indicatii 
drawing  out  more  money  than  they  are  depositing.  That  beii 
the  commercial  banks,  dealing  in  deposits,  if  they  can,  take  w 
to  strengthen  themselves  by  the  deposits  in  one  section  to  n 
demands  in  the  other,  and  that  is  true,  I  think  you  will  find,  i 
the  other  systems.  But  in  mortgage  credit  there  is  not  any  • 
of  that  kind,  because  the  moment  you  have  an  asset  there  yo 
a  liability,  and  there  is  not  any  means  by  which  thev  can  stn 
the  financial  solvency  of  the  bank,  except  by  the  plan  of  jo 
number  of  them  together,  and  then  you  can  only  do  that  oul 
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9t  earnings  of  the  whole  institution.  There  is  not  any  other  way 
»  meet  these  requirements,  except  the  net  earnings,  because  there  are 
OBt  as  many  bonds  outstanding  as  there  are  mor^ges,  and  it  makes 
«  difference  whether  you  have  only  one  bank  or  a  hundred  together 
be  same  conditions  prevail ;  one  exactly  balances  the  other. 

Senator  Hollis.  Well,  you  recognize  the  value  of  the  insurance 
nture,  where  you  have  a  crop  failure  in  one  section  and  no  crop 
■ilure  in  the  other  sections,  do  jou  not? 

Mr.  Moss.  I  would  not  recognize  the  insurance  feature  in  any  way 
icepting  this:  Here  is  a  block  of  bonds  on  which  the  interest  has 
«t  been  paid.  There  is  not  any  way,  imless  you  maintain  a  reserve 
md,  by  which  they  can  get  that  interest  back  again;  and  how  could 
yn  do  it  unless  you  have  maintained  a  reserve  fund?  And  under 
is  plan,  each  bank  maintaining  a  reserve  fund  of  5  per  cent  is  just 

^ood  as  if  they  all  have  a  reserve  behind  them 

j&nator  Hollis  (interposing).  Excuse  me,  but  I  want  to  ask  you 

Suestion  there. 
Ir.  Moss.  Yes;  that  is  a  part  that  I  would  like  to  discuss  with  you 
rther. 

Senator  Hollis.  Assume  that  you  have  a  local  land  bank^ 
Jdr.  Moss.  Yes. 

Senator  Hollis.  And  that  one  of  its  mortgages  is  defaulted;  the 
nk  has  to  make  it  up  out  of  its  capital,  unless  it  has  a  surplus. 
i.at  is  what  the  capital  is  for,  to  "  chink  up  "  from.  And  so,  if  one 
■nk  should  fail,  suppose  the  mortgages  generally  in  that  locality 
came  defaulted,  then  that  would  have  to  be  paid  out  of  the  State 
sociation's  capital.  I  do  not  see  that  there  is  any  distinction  in 
©re. 

IMr.  Moss.  Well,  just  take  these  four  sections  of  land  of  which  I 
Lve  drawn  a  sketch  here  [indicating  | — sections  1,  2,  3,  and  4.  If 
I  of  the  mortgages  in  this  section  [indicating]  default  in  their  inter- 
t;  because  of  crop  failure,  and  these  three  sections  pay,  the  whole 
seociation  is  not  going  to  have  enough  income  to  pay  its  interest. 

Senator  Hollis.  That  is  true. 

Mr.  Moss.  And  unless  they  have  reserve  funds  to  draw  upon  they 
"ust  commence  to  draw  upon  their  capital  ? 

Senator  Hollis.  Yes. 

Mr.  Moss.  Now,  if  they  draw  upon  their  capital,  they  can  only  do 
liat  by  an  assessment  on  their  stockholders,  because  under  the  terms 
t  any  bill  they  would  be  prohibited  from  reducing  their  capital, 
Bcause  they  must  keep  it  at  the  ratio  of  1  to  15,  and  if  they  have 
sued  bonds  to  the  full  amount  they  can  not  take  it  from  the  capital 
''hich  is  paid  in;  they  can  only  do  it  by  an  assessment  upon  their 
;ockholders. 

Now^  the  question  comes  up.  Will  the  people  in  sections  1,  2,  and 

be  willing  to  submit  to  an  assessment  to  make  up  the  deficit  which 
as  occurred  by  a  crop  failure  in  section  3  ? 

Mr.  BuLKLEY.  Well,  what  happens  if  they  do  not? 

Mr.  Moss.  The  question  would  be,  under  this  proposition,  that  if 
bey  would  not  do  it,  of  course,  this  interest  would  not  be  paid.  The 
ray  to  meet  that  situation,  however,  is  to  collect  a  reserve  fund,  to  be 
mdent,  to  hold  back  the  interest,  and  if  5  per  cent  reserve  is  not 
nough  make  it  10  per  cent,  or  whatever  reserve  you  want  to  carry. 
tf  course,  I  recognize  that  if  you  have  a  5  per  cent  reserve  on  all 
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of  these  banks  in  an  association  which  can  be  used  in  case  of  Ioe 
any  one  bank,  you  have  the  advantage  of  aggregating  them  togei 
but  you  are  still  drawing  upon  your  reserve  fund. 

Senator  Hollis.  It  seems  to  me,  Mr.  Moss,  that  under  the  sup] 
tion  of  a  State  association  you  distribute  or  thin  out  that  assessn 
spread  it  more  widely,  and  therefore  it  would  be  less  of  a  burde 
any  one  bank. 

Mr.  Moss.  That  is  true. 

Senator  Hollis.  And  I  think  when  you  have  a  crop  failur 
section  3,  to  use  your  illustration,  if  they  can  not  reach  out  to  sect 
1,  2,  and  4  for  help,  it  looks  as  if  they  would  have  to  close  their  s 

Mr.  Moss.  But  there  is  another  question  that  you  are  forgetl 
First,  the  reserve  power  of  the  farmer  to  pay  his  debt ;  the  mattt 
fact  is  that  the  average  farmer  who  goes  into  debt  can  meet 
obligations,  where  they  are  out  upon  a  long  term,  by  some  sacri 
and,  after  all,  that  is  going  to  be  the  safety  of  the  whole  proposii 
the  sacrifice  that  the  American  farmer  himself  can  make,  the  res 
capital  that  he  himself  is  able  to  pay  upon  the  debt  when  necess 
The  mere  fact  that  there  has  been  a  crop  failure  in  one  year  is 
going  to  cause  him  to  fail  to  pay  his  interest,  because  under  this  ] 
a  man  is  only  borrowing  50  per  cent  of  what  he  is  worth  and  he 
within  himself  a  much  larger  reserve  than  you  can  have  in  any 
of  your  banks. 

Senator  Hollis.  Yes. 

Mr.  Moss.  And  the  safety  of  the  system  is  that  it  has  stood 
more  than  100  years  in  Europe,  through  all  of  the  crop  failures 
all  of  the  devastations  of  war,  and  at  the  same  time  tney  have  I 
able  to  meet  their  payments  when  the  loans  have  spread  out  or 
long  period  of  time.  So  I  say  that  after  all  the  safety  of  the  pro| 
tion  IS  going  to  be  in  the  individual  farmer  meeting  the  debt  ^ 
it  is  due ;  and  I  am  going  to  have  some  statistics  which  -I  will 
before  the  committee  to  show  that  there  have  been  no  failure 
the  kind  you  are  anticipating,  resulting  from  the  failure  of 
farmer  himself  to  pay  his  obligation. 

Mr.  VON  Enoelken.  I  do  not  see  yet,  Mr.  Moss,  although  I  I 
tried  to  listen  pretty  carefully  to  the  discussion,  where  you  nave 
sented  any  argmnent  against  the  organization.  I  think  you  1 
swung  right  around,  as  a  matter  of  fact,  in  your  argument,  in  f 
of  that  question. 

Mr.  Btjuki^y.  Mr.  Moss,  do  you  asree  with  what  Mr.  Brcii 
said  yesterday,  that  a  farm  loan  in  the  United  States  is  a  gn 
risk  than  a  farm  loan  in  Europe? 

Mr.  Moss.  No;  I  do  not,  excepting  in  the  frontier  sec^on:  a: 
have  not  very  much  acquaintance  with  the  frontier  section.  I  8 
of  that  part  of  the  country  which  I  know,  and  there  the  mortg 
are  the  safest  loans  you  can  have. 

Mr.  BuLKLEY.  Well,  do  you  ever  have  any  crop  failures  or  da 
ciation  of  land  values? 

Mr.  Moss.  I  have  only  a  knowledge  of  50  years  in  one  localil 
have  lived  in  one  localfty  for  50  years.  I  have  seen  crop  hdi 
and  have  farmed  when  we  did  not  raise  anything,  and  I  thini 
father  was  always  in  debt.  But  when  the  time  came  to  pay  hi 
terest,  he  always  sold  something  that  had  been  saved  from  a  pre^ 
year  and  paid  his  interest;  and  any  other  good  business  man, 
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B  farmer  preeminently  of  all  other  men,  would  do  just  that  very 
ing.  I  know  of  no  landowner,  and  I  could  not  conceive  of  a  man 
ho  was  a  landowner,  who  would  not  have  absolutely  enough  cash 
►  pay  his  debts.  I  can  not  conceive  of  that  condition  as  arising. 
And  in  my  own  section  I  do  not  know  of  a  man  who  has  ever  lost  any 
tfHiey  in  loaning  to  the  farmer,  except  where  a  man  has  practically 
itned  the  entire  value  of  the  farm.  Here  comes  a  man,  for  instance, 
rithout  anything  to  pay  down,  and  gives  a  mortgage  upon  it.  Then 
jeyery  likely  begins  to  improve  the  land  and  he  even  adds  to  his 
pt;  and  where  a  man  is  carrying  a  very  large  loan  of  that  kind, 
piiless  he  i^  a  good  business  man,  it  sometmies  happens  that  there  is 
l^fareclosure,  but  not  often ;  and  I  must  confess  tnat  I  have  never 
of  a  case  where  the  loan  itself  was  prudently  made  where 
was  a  failure  to  i>ay  the  loan.  Of  course  there  is  always  a 
ace  for  loans  to  be  imprudently  made,  and  I  do  not  know  of 
fly  possible  system  that  is  not  subject  to  abuse.  But  I  would  think 
pat  a  system  organized  under  Government  supervision,  with  ti^e 
9gree  or  prudence  and  responsibility  that  any  man  would  have  he- 
re be  become  a  director  of  a  bank,  that  there  would  be  very  little 

iDger 

1&.  BuLKiiEY  (interposing).  Are  there  not  greater  fluctuations  in 
lines  in  this  country  than  there  are  in  Europe  ? 
Mr.  Moss.  I  could  not  say  as  to  that;  I  do  not  know.    In  the  Mid- 
e  West  there  have  been  practically  no  fluctuations  in  value  except 
cases  of  this  kind. 

A  man  may  go  out  in  Indiana  in  some  sections  where  nobody  wants 
•  sell  lands,  and  if  you  get  a  farm  you  would  have  to  give  more  for 
than  the  people  in  the  neighborhood  recognize  the  farm  is  worth, 
Msause  nobody  wants  to  sell.  But  when  a  man  wants  to  sell  a  farm, 
m  will  find  that  the  price  compares  very  favorably  with  what  the 
ad  could  have  brought  in  anv  year  for  a  number  of  years  past. 
nd  I  think  you  will  agree  with  me  that  that  has  been  also  true  in 
Ida  ^  I  had  an  illustration  of  that.  There  are  80  acres  of  land 
Ijoining  a  piece  of  land  which  I  own,  and  that  land  came  upon  the 
arket.  A  man  had  been  renting  it  for  some  years,  and  he  wanted 
i  buy  it.  The  owner  put  a  price  of  $125  an  acre  upon  it,  and  four 
aople  wanted  to  buy  that  land,  and  the  owner  decided  that  he  would 
t  them  take  their  turn;  if  the  renter  could  raise  the  money,  he 
ould  have  the  first  choice;  if  not  the  man  whose  land  adjoined  that 
ind  would  have  the  second  choice,  and  that  happened  to  be  myself; 
len,  if  I  did  not  buy  it,  the  third  man  would  have  the  choice,  and 
aen  the  fourth.  But  the  man  who  rented  the  land  borrowed  the 
Kmey  and  bought  it,  as  he  ought  to  have  done.  Now,  that  land  20 
Ws  ago  was  offered  to  me  at  $50  an  acre,  and  I  did  not  have  the 
lOoey  at  that  time  to  buy  it.  But  there  was  not  any  time  after  the 
lad  was  offered  to  me  at  $50  an  acre  that  it  would  not  have  sold  for 
lore  than  it  was  offered  for. 

Mr.  Platt.  Mr.  Moss,  you  were  speaking  a  moment  ago  of  the 
finds  issued  in  your  section  under  the  3-mile  road  law.     You  would 
0t  say  that  those  bonds  would  sell  at  a  better  price  than  county  or 
hte  Donds,  would  you  ? 
Kr.  Moss.  No;  they  sell  at  just  as  good  prices,  I  would  say. 
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Mr.  Platt.  Can  not  the  larger  unit  borrow  money  at  a  lower 
than  the  smaller  miit  ? 

Mr.  Moss.  'I  can  not  say  as  to  that  in  Indiana,  because  Indian: 
not  sold  any  bonds  for  a  long  time.  We  sell  county  bonds  ii 
State.  But  these  township  bonds  are  really  sold  as  county  b 
and  I  will  give  you  the  reason  for  that;  it  is  not  because  the; 
better  in  that  way;  it  is  because  of  the  fact  that  Indiana  hai 
per  cent  constitutional  limitation  against  debt.  And  if  a  tow 
wants  to  go  into  debt  for  the  purpose  of  building  a  road,  it  c 
into  debt  to  a  very  small  amount  under  that  limitation;  but  a  o 
being  a  larger  unit,  that  gives  an  6pportunity  to  issue  a  1 
amount  of  bonds  for  that  purpose.  We  also  have  drainage  dif 
in  our  section.  They  are  very  small  districts.  I  suppose  you 
that  the  northern  half  of  Inaiana  was  originally  very  swamp 
wet,  and  it  had  to  be  drained  out. 

Mr.  Platt.  Yes. 

Mr.  Moss.  And  that  has  been  done  entirely  by  drainage  di 
and  drainage  bonds.  Since  those  bonds  have  been  free  from 
tion,  they  have  been  selling  at  as  ^ood  a  rate  in  the  market  as  c 
bonds  would.  I  do  not  think  Inaiana  has  sold  any  State  b<m 
a  good  many  years,  and  I  could  not  say  what  they  would  brin 
would  not  be  unreasonable,  however,  to  suppose  that  the  St 
Indiana  could  borrow  at  a  lower  price  than  a  county,  for  m 
because  the  State  would  probably  want  to  borrow  a  larger  amo 

Mr.  Platt.  Would  you  not  think  that  a  central  organizatic 
instance,  could  save  money  in  brokerage — in  the  selling  agenc; 

Mr.  Moss.  I  would  say  that  that  would  seem  to  be  reasonal 
on  the  other  hand,  it  was  not  dissipated  by  the  expense  of  i 
tion  and  of  appraisement.  I  doubt  very  much,  Mr.  Platt. 
central  organization  is  issuing  bonds  based  upon  mortgage 
by  the  local  associations  without  any  central  appraisement 
ever,  the  local  appraiser  doing  the  work  altogether — I  doub 
much  whether  that  would  give  them  any  advantage  in  the  n 

Mr.  VON  Engelken.  No. 

Mr.  Platt.  I  think  it  would. 

Mr.  Moss.  I  am  inclined  to  think  that  a  State  appraiser- 
want  to  say  that  in  nearly  all  of  the  European  countries  the 
does  make  the  State  appraisement  and  the  banks  do  hi 
accept  the  appraisement — that  is  a  very  common  custom  in  I 
for  the  State  itself  to  make  the  appraisement  of  the  real  esta 
that  State  appraisement  must  be  accepted  by  all  the  banks  t 
the  loan,  and  one  bank  can  not  compete  against  another  by 
a  higher  appraisement. 

Mr.  VON  Engelken.  I  do  not  think  that  an  appraisement 
State  official  would  appeal  to  our  farmers  at  all,  for  the  very 
that  Dr.  Coulter  mentioned  yesterday,  that  whenever  they  i 
the  real  value  of  the  land  they  would  have  to  say  to  the  farm* 
of  all  that  they  would  not  give  the  appraisement  to  the  tax  col 
but  here  would  be  the  State  official  coming  in  and  appraisii 
land  for  loaning  purposes  and  he  could  give  the  information 
tax  collector. 

Senator  Hollis.  As  a  matter  of  fact,  I  think  it  is  held  gei 
that  the  appraisal  for  purposes  of  taxation  is  not  admissible  ii 
as  a  measure  of  value.    I  know  that  is  true  is  mv  State.     I 
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ow  how  far  the  principle  goes.    I  think  those  matters  are  usually 

iked  on  with  more  or  less  suspicion,  so  they  are  no  really  a  basis 

'  taxation  purposes,  and  probably  the  appraisement  for  the  pur- 

e  of  a  loan  would  not  be  considered  a  basis  for  taxation. 

fr.  Moss.  There  is  a  good  deal  of  favoritism  in  that. 

•enator  Holus.  The  reason  of  that  is  that  when  an  appraisement 

aade  for  taxation  or  any  other  purpose  there  is  no  opportunity  to 

3B-examine  or  to  produce  evidence  on  the  other  side,  and  it  is  a 

gment  issued  to  them  under  the  sanction  of  the  court,  and  no 

BP  judgment  is  admissible  unless  it  is  the  "judgment  of  a  court  of 

3rd.    That  is  the  reason  for  it,  and  I  think  it  is  a  very  good  rea- 

•     I  do  not  think  we  will  have  any  trouble  along  that  line.     I 

uld  not  pay  much  attention  to  that. 

Cr.  Platt.  In  the  minority  report  of  the  American  commission 

ays: 

:  might  be  found  advisable  to  even  provide  the  central  with  a  larger  capitali- 
sm than  the  aggregate  amount  to  be  taken  by  the  different  locals.  In  that 
3  provision  could  be  made  for  selling  founders'  shares,  similar  to  the  plan 
■iliig  most  excellently  in  Hungary.  Such  shares  could  be  made  preferred, 
^eemed  advisable,  or  could  be  placed  upon  an  equality  with  the  shares  owned 
lie  locals.  This  might  be  found  necessary  in  order  that  the  coimtry  bankers  and 
Dners  might  have  desirable  financial  assistance  and  strong  connections  in 
recognized  financial  center  of  their  State  in  assisting  to  establish  a  market 
ttie  securities. 

(V'ould  there  be  any  obiection,  in  the  case  of  an  organization  of 

itral  banks  to  handle  these  mortgages,  to  having  outside  capital 

ningin? 

ICr.  VON  Engelksn.  It  seems  to  me,  Mr.  Chairman,  that  the 

Miteet  objection  that  could  be  raised  to  Mr.  Mosses  argument  is  that 

18  really  an  Indiana  argument.    Now,  Mr.  Moss  is  very  fortunate 

living  in  Indiana  as  a  farmer,  because  he  is  living  in  one  of  our 

it  farming  States.    And  with  locals  independently  all  over  the 

antry  issuing  bonds  he  would  sell  10  bonds  where  I  would  not  sell 

y — ^and  I  need  the  money  more  than  he  does. 

Senator  Hoius.  You  want  the  opportunity  to  sell  these  bonds  in 

5w  Hampshire? 

Mr.  VON  Engbuken.  Yes;  if  I  can. 

Senator  Holus.  And  you  want  to  make  them  attractive  so  that 

»  will  buy  them? 

Mr.  VON  Engelken.  Yes;  but  I  want  to  sell  on  a  more  equitable 

sis  than  would  be  possible  if  Mr.  Moss  and  I  were  merely  each 

gnbers  of  individual  locals;  unless  our  interest  rate  is  abnormally 

gher  than  is  natural  the  investor  would  say-r 

We^  I  do  not  know  anything  about  Florida,  but  Indiana  is  one  of  our  best 
ricnltural  States,  and  I  prefer  Indiana. 

Where  do  I  get  off?  And  it  is  really  those  sections  of  the  country 
iiich  are  going  to  profit  more  by  this  system  and  will  benefit  the 
ontry  at  large  more  by  being  developed  in  this  way. 
Mr.  Moss.  I  was  struck  by  one  thing  which  I  observed  in  Europe, 
d  I  merely  mention  it  to  show  that  the  local  influences  sometimes 
le  above  other  influences  in  the  rates  on  money.  In  Austria  farm- 
j'  associations,  purely  local  associations,  of  which  there  are  450 
a  little  county  in  Austria,  are  organized  for  the  purpose  of  loaning 
)ney  among  themselves,  and  they  had  a  surplus  of  money  to  loan 
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at  4|  per  cent  interest.    Now,  the  national  banking  rate  of  int 
in  Austria  at  that  time  was  6  per  cent;  the  banks  in  Vienna 
giring  5  per  cent  for  deposits,  and  the  National  Goyemmei 
Austria  had  floated  some  millions  of  dollars  of  bonds  here  in 
United  States  at  6i  per  cent  interest. 

Now,  there  you  have  a  condition  that  is  an  absolute  fact,  and 
were  those  farmers,  having  an  absolute  faith  in  their  own  mu 
ment  of  their  own  local  affairs,  contributing  their  own  dep 
dring  their  own  business  at  a  rate  of  interest  below  the  rate  ol 
Imperial  Bank,  and  they  were  loaning  money  to  each  (rther 
lower  rate  than  the  banks  in  Vienna.  I  Jmow  tnat,  because  I  we 
the  largest  banks  in  Vienna,  and  I  had  the  secretary  of  the  Antei 
embassy  with  me,  and  I  found  that  they  were-  givlBg  5  per  cei 
deposits  and  were  loaning  for  6  per  cent  or  6^  per  cent  on  the 
com  ercial  paper.  There  you  have  an  illustration  of  what 
influences  will  do  in  finance  to  overcome  this  general  cost  that 
speak  about.    That  is  an  actual  fact;  there  is  no  question  about 

And  yet  we  are  here  gravely  speaking  about  organizing  a  ce 
which  will  overlook  the  local  influences  and  the  local  condil 
If  anybody  can  tell  me  how,  in  Indiana  or  in  any  other  secti< 
the  country  where  there  is  a  large  amount  of  capital  that  has 
accumulated  and  is  in  possession  *of  the  people,  and  where  the 
banks  have  actually  more  money  than  they  can  loan  to  the 
people — if  anybody  can  tell  me  how  you  can  overcome  thoa 
vantages  by  any  law  that  you  can  make  here  in  Congress  whicl 
take  those  advantages  away  from  them,  it  is  something  that  I  ^ 
like  to  know. 

As  a  matter  of  fact,  if  Indiana  and  all  of  those  sections  will 
the  tax  off  of  mortgages,  I  should  say  in  more  than  half  the  coi 
in  Indiana  a  man  could  borrow  money  at  4  per  cent  interest 
his  land  inclividnally.  The  best  farmers  will  borrow  money 
per  cent  interest  without  any  question  of  the  organization  of  i 
tral  hank  at  all.  And  I  think  that  most  of  this  discussion  is 
upon  the  thought  of  trying  to  take  capital  to  some  more  undeve 
sections  of  the  country  and  trying  to  create  a  national  rate  of  ini 

Mr.  vox  F.XGELKEN.  No,  sir. 

Mr.  M^css.  A  uniform  rate  of  interest.  If  that  be  true,  I  thii 
Government  can  do  that,  but  I  doubt  if  you  can  do  it  by  an  orp 
tion. 

Mr.  Platt.  That  case  that  you  spoke  about  in  Austria.  Mr. 
was  a  special  case — where  the  commercial  banks  paid  a  highe 
of  interest  and  the  Government  borrowed  at  more  than  6  pe 
interest — and  was  due  to  the  Balkan  War  and  to  the  shortn 
mone}'^  in  commercial  centers,  and  also  to  the  desire  of  the  An 
Government  to  get  some  money  from  outside  sources  withoi 
turbing  local  conditions,  was  it  not? 

Mr.  Moss.  But  here  is  the  proposition :  If,  as  a  fact,  the  conin 
hanks  in  Vienna — not  the  Government — were  paying  5  pe 
interest  on  deposits,  and  the  central  banks  of  these  association 
located  in  Vienna,  in  the  same  city,  and  the  merchant  had  to 
his  commercial  bank  to  borrow  money,  because  they  could  r 
money  from  the  farmers'  banks,  which  only  loan  money  to  the 
bers  of  those  associations;  and  that  merchant  had  to  pay  6 
per  cent  interest,  and  the  farmer  could  go  to  his  local  bank  an 
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ey  at  4  or  4^  per  cent  at  the  same  time — there  you  have  got 

ion  that  has  no  reference  to  the  National  Government. 

DN  Enoelkbn.  Let  me  suggest  to  the  committee  that  you 

>t  to  confound  European  conditions  and  peoples  with  our 

IS  and  peoples,  because  we  have  absolutely  nothing  in  common 

m,  except  physical  construction. 

ULKLEY.  What  do  you  think  about  the  proposition  that  a 

n  is  a  greater  risk  in  this  country  t9ia&  it  is  in  Europe? 

)N  Engblkbn.  I  would  like  to  answer  that  pretty  carefully. 

DiiKLBY.  Do  you  understand  the  Question  ? 

>N  Engelken.  Yes.    I  think  a  larm-land  loan  has  been  a 

sk  in  this  country  than  in  Europe  ior  one  reason,  and  tiiat  is, 

lability  in  Europe  of  the  markets  to  the  producer,  and  the 

certainty  of  his  income. 

ill  find  in  Europe  almost  universally  that  few,  if  any,  farmers 

>f  reach  of  large  markets.    There  is  no  such  thing  as  send- 

luce  from  one  end  of  the  country  to  the  other,  and  puttinjg 

t  hands  of  some  commission  man  as  we  have  to  do  in  this 

and  the  certainty  of  selling  his  produce,  if  he  can  raise  it, 
ely  greater  in  Europe.  The  land  is  not  as  good  in  Europe, 
siverage,  as  it  is  in  this  country.    You  have,  however,  a 

of  population  in  Europe  which  outweighs  that  advantage, 
have  also  the  advantage  of  accessibility  to  markets, 
e  farmer  in  Europe  has  to  do  is  to  raise  the  produce;  and 
of  cases  in  this  country  where  the  produce  has  been  raised, 
las  been  of  splendid  quality,  and  it  has  not  brought  back 
r  to  the  farmer  when  he  ships  it,  except  a  bill  for  freight 

LATT.  Would  you  not  say  also  that  there  has  been  a  great 
*e  speculation  in  this  country  and  a  great  deal  more  fluctua- 
te value  of  lands  ? 

•N  Engelken.  There  is  practically  no  speculation  in  the  value 
lands  in  Europe ;  that  is,  from  our  standard. 
LATT.  Yes. 

eupon,  at  4  o'clock  p.  m.,  the  committees  adjourned  until 
,  March  3, 1914,  at  10.30  o'clock  a.  m.) 


Digitized  by 


Google 


TUESDAY,  HABCH  3,   1014. 

United  Statbs  Ssnate, 

Washingtan,  D.  C. 
The  subcommittee  assembled  in  joint  session  at  10.30  o'clock  a.  i 
Hon.  Henry  F.  Hollis  presiding. 

Present:  Representatives  Bulkley,  Stone,  Seldomridge, 
Hayes,  Woods,  and  Piatt.  ^       "-] 

STATEMENT  OE  CLABENCE  OVSLET,  EOITOB  OF  THE  FOU 
WOBTH  BECOBO,  EOBT  WOBTH,  TEX. 

Senator  Hollis.  You  live  in  Fort  Worth,  Tex.,  tdo  you  not, 
Ousley? 

Mr.  OusLBr.  Yes,  sir ;  I  am  editor  of  the  Fort  Worth  Record. 

Senator  Hollis.  And  you  came  to  Washington  for  the  purpose 
appearing  before  the  committee? 

Sir.  Ousley.  Yes,  sir. 

Senator  Hollis.  We  have  been  referring  to  Senate  bill  4246,  i 
troduced  in  January  by  Senator  Fletcher  and  introduced  at 
same  time  in  the  House  by  Mr.  Moss,  and  it  provides  for  a  n 
farm-land  bank  system,  for  the  creation  of  depositaries  for  ^ 
savings  and  other  public  funds,  and  other  purposes,  and  we  shall 
glad  to  have  your  views  on  that  bill  and  the  general  subject  covewl^ 
by  it. 

Mr.  Ousley.  May  I  ask  if  that  is  the  same  measure  that  is  in  tWi 
Senate  document  [indicating  paper  in  witness's  hand]  ? 

Senator  Hollis.  Yes;  that  is  the  one. 

Mr.  Ousley.  I  wanted  to  be  sure  that  I  had  the  right  bill. 

Gentlemen,  I  want  to  say  at  the  outset  that  I  am  not  before  thp 
committee  as  an  expert  on  rural  finance,  or  on  finance  at  all.  I  iSi 
make  some  observations  on  the  subject  in  the  tour  that  I  made  wift 
other  American  citizens,  Mr.  Moss  among  them;  but  I  specialini 
rather  on  the  subject  of  distribution  of  farm  products  than  on  Al 
question  of  rural  finance,  and  such  conclusions  as  I  have  come  t^ 
concerning  the  question  of  rural  credits  are  rather  tentative  and  I 
fear  are  not  definite  enough  to  be  of  very  much  value  to  tkt 
committee. 

And  I  wish,  rather  than  to  try  to  give  advice  to  the  committee,  !• 
suggest  some  of  the  difficulties  that  are  to  be  encountered  in  tbe  ait*; 
tion  of  this  problem. 

And  I  will  speak  of  some  points  that  I  have  observed  in  this  bill   i 

I  notice  that  the  bill  provides  that  no  stockholder  shall  own  moii 
than  10  per  cent  of  the  snares  of  the  capital  at  any  time,  and  I  wonll 
like  to  inquire  why  that  limitation  is  put  in  the  bill  ? 
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iSenator  Hollis.  Mr.  Moss  can  answer  that  question. 

Mr.  OusLEY.  Yes;  I  should  like  to  know  why  the  limitation  of  10 

iT  cent  was  put  in  the  bill. 

&ir.  Moss.  That  limitation  is  the  same  as  that  contained  in  the 

tional  banking  act;  the  limitations  in  this  bill  on  individual  stock 

■mership  and  tne  making  of  loans  to  individuals  are  precisely  the 

xie  as  in  the  national  banking  act. 

Mr.  OusLEY.  But  this  provides  that  no  stockholder  shall  own  more 

ui  10  per  cent  of  the  stock. 

Mr.  Moss.  You  will  find  that  same  provision  in  the  national  bank- 

z  act. 

Bfr.  OusLEY.  And  you  are  simply  conforming  this  bill  to  that  act? 

Mr.  Moss.  Yes.    I  may  sav,  Mr.  Ousley,  that  in  all  of  these  ad- 

juistrative  features  this  pill  was  made  to  conform  to  the  national 

liking  act  as  nearly  as  it  might  be  made  so. 

"Mr.  Ousley.  Yes. 

Mr.  Moss.  As  that  was  entirely  familiar  to  the  American  public 

id  had  been  tried  for  many  years;  and  we  presumed  that  the  same 

Bson  for  the  limiting  of  ownership  in  one  bank  would  apply  to 

.<e  other  bank. 

Senator  Hollis.  That  is  to  prevent  it,  so  far  as  possible,  from 
nns  a  one-man  bank,  I  suppose. 

^.  Ousley.  Well,  this  thought  entered  my  mind  in  that  connec- 
on:  There  are  many  landowners  in  my  State,  many  large  land- 
wners,  who  would  like  to  break  up  their  holdings  if  they  could 
and  their  property ;  and  it  occurs  to  me  that  it  would  be  very  wise 
f  you  could  allow  a  large  farmer  to  take  a  considerable  part  of  the 
iiock  in  this  bank.  I  submit  that  thought  for  the  consiaeration  of 
■m  gentlemen  who  are  going  to  perfect  this  legislation.  I  am  merely 
tesenting  to  you  the  conditions. 

Mr.  Moss.  Yes. 

Mr.  Ousley.  A  man  has  a  large  farm,  some  5,000  or  6,000  acres, 
hich  he  is  very  anxious  to  break  up  and  sell,  but  he  can  not  get  jjur- 
lasers  for  it  at  a  fair  price  under  these  conditions.  Now,  it  just 
icurs  to  me  that  if  that  man  could  take  a  large  part  of  the  stocK  in 
is  banlc  he  could  organize  one  of  those  banks,  practically.  What 
>uld  be  the  objection  to  having  such  a  man  organize  such  a  bank 
ider  those  conditions,  with  his  neighbors  and  friends  associated 
th  him?  He  could  take  50  or  75  per  cent  of  the  stock  of  such  a 
Hk.  I  simply  present  that  to  the  committee  to  consider  as  one  of 
B  problems  which  I  fear  you  are  not  going  to  meet  with  this  le^s- 
tion.  I  am  afraid  you  are  going  to  exclude  with  that  limitation 
^ny  men  who  would  put  their  property  in  liquidation,  so  to  speak. 
Ld  into  separation. 

Ifow,  coming  a  little  further,  to  the  basis  of  the  loan,  the  bill  pro- 
des,  on  page  14 — 

That  such  loans  do  not  exceed  50  per  cent  in  amount  In  the  case  of  Improved 
rm  lands,  and  do  not  exceed  40  per  cent  in  amount  in  other  cases,  of  the 
lue  of  the  said  lands,  to  be  determined  by  an  appraiser,  as  provided  in 
Is  act. 

My  judgment  is  that  that  ought  to  be  a  flexible  basis  of  valuation, 
arm  lands  in  north  Texas,  around  Dallas  and  Fort  Worth,  are 
srfectly  safe  at  66f  to  75  per  cent  of  their  value.  Farm  lands  in 
est  Texas,  for  instance,  where  the  land  has  not  been  so  thoroughly 
^veloped,  where  the  conditions  are  still  somewhat  experimental  and 
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oncertain,  and  where  there  is  more  or  less  of  a  speculatiYe  sui 
perhaps,  might  not  be  safe  at  50  per  cent,  because  I  have  seen  A 
lands  out  there  decline  in  value  during  the  last  20  ^^rs-Htdw 
and  decline,  never  back  to  the  point  of  uie  original  price,  but  ded 
sometimes  as  much  as  50  per  cent — as  Hie  result  of  tne  long  droQ|j 
Then,  at  other  times  people  get  excited,  and  they  put  the  piitt 
high. 

Senator  Holies.  Where  would  you  place  that  discretion  as  to 
percentage  of  value  which  could  tie  loaned? 

Mr.  OusLET.  That  is  what  I  am  trjring  to  develop.  I  think  H 
ou^ht  to  be  some  discretion.  I  think  there  ou^t  to  be  some  t 
bihty. 

Semtor  Hollis.  Where  would  you  place  that  discretion;  ini 
official? 

Mr.  OusLEY.  I  would  not  place  it  in  the  directors  of  the  h 
because  they  are  located  there  where  the  loan  is  made,  and 
share  the  same  spirit  of  hopefulness  and  anticipation. 

Senator  Holus.  Do  you  think  it  might  be  desirable  to  have  i 
association  of  banks  with  some  State  organization,  say.  and  pu 
discretion  in  the  State  organization  or  its  officials?  Do  yon  t 
that  would  work  ?  _^_^^ 

Mr.  OusLEY.  I  think  there  ought  to  be  a  relation  betwera 
officer 

Senator  Hollis  (interposing).  The  conmiissioner  of  farm 
banks? 

Mr.  OusLEY.  Yes;  I  think  there  ought  not  to  be  an  apprai 
the  State,  if  you  are  going  to  allow  discretion,  for  the  reason 
the  State  organization  might  itself,  in  a  small  State,  shan 
general  spirit  of  hopefulness  and  speculative  anticipation, 
think  that  that  ought  to  be  flexible,  because,  as  I  have  illust 
those  north  Texas  lands  now  selling  at  $50  to  $125  an  acre  ar 
as  stable  as  gold,  and  it  is  perfectly  safe  to  lend  on  them  up 
per  cent.  Tney  are  increasing  in  value  at  the  rate  of,  perha 
per  cent  a  j^ear. 

Senator  Hollis.  It  might,  perhaps,  be  left  to  the  commissia 
farm-land  banks  to  make  some  regulations  and  place  the  ap 
ing  power  with  some  representative  to  have  control  of  it  nati( 
might  it  not  ? 

Mr.  OusLEY.  I  do  not  think  the  local  organization  ought  t< 
any  control  of  it. 

Senator  Hollis.  Yes. 

Mr.  OusLEY.  Perhaps  the  national  commissioner  ought  t< 
only  a  veto  power  over  it,  not  the  power  to  fix  the  amom 
merely  to  have  a  veto  power  on  it. 

Mr.  Hayes.  Excuse  me,  Mr.  Ousley,  but  is  there  not  a  < 
that  we  would  hamper  the  local  organization  in  that  way,  by 
ring  the  matter  to  the  central  authority,  because  those  banK 
always  be  local  in  their  dealings  or  they  can  not  do  business. 

Mr.  OusLEY.  I  am  assuming  that  the  national  commission 
be  a  man  of  fair  intelligence,  and  with  the  desire  to  prom« 
system.    He  would  not  deliberately  smother  it. 

Mr.  Hayes.  True;  but  it  will  take  a  long  time  in  Californii 
Texas,  for  instance,  for  it  to  reach  him ;  to  begin  with  he  won! 
to  have  independent  information  on  the  loan. 


Digitized  by 


Google 


BUBAL  CBBDIT8.  409 

yLr.  OusLET.  I  would  not  have  him  pass  on  the  appraisement  for 
li  separate  loan. 

ytr.  Hates.  Oh,  that  is  not  your  idea,  then? 
Mr.  OusLEY.  No;  I  would  only  have  him  fix  the  percentage  for 
Kt  area,  thfit  section,  that  State.    For  instance,  he  might  say  to  the 
Cik  in  north  Texas  that  upon  certain  kinds  of  land  they  can  loan 
to  66f  per  cent. 
Mr.  E^YES.  I  see  your  idea. 

Mr.  OusLBT.  Whue  upon  certain  lands  in  west  Texas,  they  could 
1^  loan  up  to  40  or  60  per  cent,  as  this  bill  provides  for  unimproved 

Ifr.  Hates.  Ye& 

Senator  HoLua  That  is,  he  would  estabMsh  rules  and  regulations? 
lir.  OnsLET.  Yes;  he  would  establish  zones,  so  to  speak,  of  farm- 
ad  values. 

Senator  Houjs.  Yes. 

IMr.  OnsLEY.  Just  like  the  taxing  boards  do  in  many  States;  they 
c  a  basis  for  taxing  all  lands  in  a  certain  area  or  section,  to  be  ap- 
^ised  at  a  certain  rate. 

There  is  another  point  that  has  occurred  to  me.  I  notice  that  the 
11  provides  that  the  loan  may  be  paid  off  at  any  interest  period, 
?ter  five  years;  and  I  do  not  remember  whether  the  bill  provides 

lat  that  snail  be  done  by  the  purchase  of  bonds,  as  they  do 

Mr.  Moss  ([interposing).  Either  way;  by  the  purcnase  of  bonds, 
r  by  the  paying  oi  cash,  the  option  being  with  the  debtor. 
Senator  Houjs.  And  t^e  bank  having  the  right  to  call  an  equal 
amber  of  bonds,  if  necessary;  that  is,  in  order  to  maintain  the 
railibrium. 

lir.  OusLEY.  Yes ;  that  is  the  point  that  I  wanted  to  ask  about. 
S^iator  Holus.  You  think  it  is  desirable,  do  you  not,  to  allow  the 
ribtor  to  pay  off  the  debt  at  any  interest  perioa,  as  provided  in  the 

m? 

Mr.  OusLBT.  Decidedly.  The  only  thing  was  that  I  did  not  want 
)  embarrass  the  bank. 

Senator  Holus.  Well,  these  bonds  that  the  banks  put  out  are  all 
ibject  to  call — or  probably  will  be  so. 

Mr.  OusLBT.  That  is,  so  that  the  banks  can  retire  the  bonds  if 


Senator  Houjs.  Ye& 

Mr.  OxTSLBY.  There  is  one  question  I  would  like  to  ask  in  that 
innection.  Will  the  maldng  of  those  bonds  subject  to  call  interfere 
ith  the  market  for  them?  What  would  be  the  attitude  of  pur- 
lasers  in  view  of  that  provision? 

Senator  Houjs.  I  suppose  that  would  interfere  slightly  with  the 
larket ;  but  it  is  such  a  valuable  privilege  that  it  is  probably  worth 
iv  difference  inprice  that  would  result. 
Mr.  OusLBY.  I  es. 

Senator  Holus.  You  feel  that  way  about  it,  do  you  not,  Mr.  Moss? 
Mr.  Moss.  Yes,  sir.  The  investment  in  those  bonds  is  always  siire 
I  be  protected  as  long  as  they  pav  interest,  and  then  the  man  who 
>lds  the  bond  gets  par  value  of  his  bond  at  the  time  that  it  is 
Ued. 
Mr.  Ousurr.  Yes. 
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Senator  Hollis.  But  I  believe  that  the  average  man  investinff  id 
these  loans  will  be  more  concerned  to  find  that  they  will  be  nam  it 
some  time,  than  that  they  are  to  be  paid  too  soon.  1  should  tninkit 
would  work  that  way. 

Mr.  OusLEY.  Yes.  It  does  not  occur  to  me  that  there  is  assoiiaee 
enough;  certainly  there  is  not  enough  assurance  in  this  bill:  audi 
do  not  know  what  other  prospect  you  have — as  to  a  market  tn 
these  bonds,  Mr.  Moss.  I  notice  that  you  provide  that  they  majh 
security  for  the  deposit  of  postal  sayings  runds,  and  also  as  a  kgil 
investment  for  time  deposits  of  national  banking  a8SOciation&  md 
as  a  legal  investment  for  trust  funds  in  the  States,  undfior  the  <sai|B 
of  any  court  of  the  United  States.  It  does  not  seem  to  me  that  those 
provisions  are  going^to  provide  a  sufficient  market  for  those  bonds. 

Senator  Hollis.  Well,  we  want  every  possible  suggestion  that  jfOP 
can  give  us  along  that  line. 

Mr.  OusLEY.  Yes. 

Senator  Hollis.  We  want  to  be  sure  to  make  a  good,  broad  marlnt, 
and  anything  you  have  to  suggest  upon  that  point  we  will  be  glad 
to  hear. 

Mr.  OnsLEY.  That  is  the  great  problem  in  the  system.     It  is  goinf 
to  be  very  difficult  to  sell  these  bonds,  in  my  judgment,  because  oor] 
people  are  not  accustomed  to  invest  in  securities  of  that  kind,  as  thf 
are  in  Europe. 

Mr.  Hayes.  I  do  not  know  how  it  will  affect  other  people,  butu 
we  have  been  discussing  this  matter  I  have  thought  this:  I  some- 
times have  a  little  money  to  invest,  and  |  have  made  up  my  mind 
that  I  would  buy  some  of  those  bonds  in  my  home  bank. 

Mr.  OusLEY.  Well,  you  have  studied  the  question  closely.  If  I 
had  any  money  to  invest,  I  would  like  to  invest  in  them ;  I  think  they 
would  be  safe. 

Mr.  Hayes.  Absolutely  safe. 

Mr.  OusLEY.  But  I  think  it  will  take  a  long  time  to  get  the  Amer- 
ican people  up  to  buying  these  bonds. 

Senator  Hollis.  Well,  what  can  we  do  to  hasten  that?  We  want 
to  encourage  them  to  do  that. 

Mr.  OusLEY.  I  can  not  give  you  any  remedy,  or  any  positive  assur- 
ance of  a  method  that  will  do  it.  I  am  just  raising  the  question.  1 
think  that  is  the  biggest  problem  in  the  bill. 

Mr.  Ragsdale.  Do  you  not  think  that  that  provision  in  the  bank- 
ing and  currency  act,  by  which  loans  are  permitted  to  be  made  bj 
the  national  banks  for  five  years,  secured  by  real  estate  mort|;aM 
will  have  a  tendency  of  itself  to  make  a  market  for  those  bon(b,  w- 
cause  that  of  itself  will,  through  this  system  of  national  banks,  edu- 
cate the  public  as  to  the  value  of  mortgages  as  security  ? 

Mr.  OusLEY.  It  will  have  that  tendencv ;  but  you  provide  in  tte 
bill  for  a  very  small  bank,  $25,000. 

Mr.  BuLKLEY.  No;  as  low  as  $10,000. 

Mr.  OusLEY.  Yes;  $10,000. 

Senator  Hollis.  But  we  hope  that  they  will  be  bigger. 

Mr.  OusLEY.  Yes;  that  is  the  minimum. 

Senator  Holhs.  Yes;  the  minimum. 

Mr.  OusLEY.  But  you  are  going  to  start  with  small  banks.  SuP*  |, 
pose  we  start  a  small  bank  at  Fort  Worth,  Tex.,  and  we  offer  tM 
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ds  of  that  bank  on  the  market;  suppose  you  have  got  no  postal 

ngs  funds  to  let  us  have;  suppose  there  are  no  trust  funds  which 

can  get  the  benefit  of,  and  we  have  got  to  sell  those  bonds  on  the 

a  market.    It  is  not  my  judgment  that  we  can  sell  those  bonds  in 

city  of  Fort  Worth,  or  in  my  State  of  Texas. 

[r.  Hayes.  At  any  price? 

[r.  OusLEY.  At  any  price — oh,  yes;  we  could  sell  them  at  some 

»,  but  not  at  any  price  that  would  relieve  the  farmer. 

[r.  RAGSDAiiE.  They  could  be  sold  at  a  price  at  which  the  rate  of 

trest  would  be  attractive  and  the  security  would  be  good,  but  not 

.  price  that  would  relieve  the  farmer? 

[r.  OusLEY.  Yes;  that  is  it.     You  are  contemplating  that  these 

ds  shall  have  a  low  rate  of  interest,  because  you  desire  to  furnish 

farmers  money  at  a  low  rate  of  interest. 

[r.  Seldomridge.  Do  you  think  there  would  be  any  stimulus  to 

city  dweller  to  make  an  investment  in  a  security  that  would  con- 

ute  to  the  increase  of  agricultural  wealth  in  the  country  immedi- 

y  surrounding  the  city? 

Lr.  OusLBY.  Not  in  my  city. 

[r.  SELDOMRmGE.  Do  you  think  there  would  be  no  appeal  to  busi- 

i  interests  to  respond  to  the  needs  of  agriculture  in  that  neigh- 

lood? 

[r.  OusLEY.  Not  by  taking  5  per  cent  interest  when  a  man  can 

8  per  cent  on  his  money. 

lr.  SEUx)MBn>GE.  Do  you  think  that  the  city  man  would  not 

ize  an  indirect  benefit  that  might  give  a  larger  return  to  him  than 

1  the  difference  in  interest? 

Lr.  OnsLEY.  No,  sir.    The  man  that  lends  money  for  interest  is 

ig  to  get  his  8  per  cent  if  he  can,  or  he  is  going  to  get  his  10 

cent  if  he  can. 

[r.  Hayes.  But  bear  in  mind 

[r.  OusLEY  (interposing).  We  have  no  6  per  cent  money  to  lend 

ay  country. 

[r.  Seldomridge.  Nor  in  mine. 

[r.  Platt.  Would  not  these  bonds  bear  8  per  cent  interest  then? 

[r.  Ousley.  If  they  did  that,  what  relief  nave  you  afforded  the 

ner — except  the  long  time  which  he  can  get?     You  have  only 

in  him  then  the  benefit  of  the  amortization  plan.    • 

[r.  Eagsdale.  Your  idea  is  that  there  shall  be  some  Govern- 

t  guaranty  behind  the  bonds,  in  order  to  make  these  bonds  sale- 

tSroughout  the  United  States? 
T.  Ousley.  Very  reluctantly  I  have  come  to  that  conclusion, 
[r.  Platt.  How  about  having  a  central  guarantee  association, 
listing  the  bonds  on  the  New  York  Stock  Exchange? 
T.  Ousley.  Tliat  is  an  aspect  of  the  problem  that  I  have  not 
ddered  at  all;  but  I  have  come  to  the  conclusion,  as  I  said  a 
lent  ago,  very  reluctantlv,  that  we  will  not  be  able  to  establish 
stem  of  rural  credits  without  some  kind  of  Government  aid. 
r.  Bulkley.  Why  do  you  say  "very  reluctantly"? 
r.  Ousley.  Because  I  "do  not  like  to  see  the  Government  go 

that  kind  of  business. 

r.  Eagsdale.  Why  should  not  the  Government  go  into  it   in 
jrica  when  all  the  European  countries  have  done  so? 
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Mr.  Hayes.  Oh,  they  have  not  done  so,  [ 

Mr.  Bagsdale.  Nearly  all  of  them  do  it. 
Mr.  OusLEY.  Yes;  nearly  all  of  them. 
Mr.  Hayes.  Well,  a  good  many  of  them  do  not 
Mr.  Eagsdale.  It  is  a  fact.  I  think,  that  Norway  is  Iudlil| 
bonds,  without  security,  for  tne  first  five  years  not  requiring  Hf 

Eayment  of  either  principal  or  interest,  and  after  ^at  kttisg  tm 
ave  the  money  at  2  per  cent  on  long-time  bonds.    I  heudihft' 
turer  explain  Uiat  system  recently  at  the  Belasco  Theater. 

Mr.  OusLEY.  I  thmk  Mr.  Moss  will  sustain  me  in  the  stiteiMt 
that  there  would  not  be  a  system  of  rural  credits  in  Europe  t^ 
without  Government  aid. 

Mr.  Bagsdale.  I  am  convinced  of  that. 

Mr.  Hayes.  No;  the  only  system  they  have  is  the  Ijandschifhi' 
system;  they  have  not  Government  aid. 

Mr.  OusLEY.  If  not  Government  aid,  then  Government  privUegii 
which  amount  to  Government  aid. 

Senator  Hollis.  Mr.  Moss,  I  would  like  to  hear  you  uponW' 
subject. 

Mr.  Moss.  If  Col.  Ousley  means  by  Government  aid  that  4i 
Government  guarantees  the  bonds,  or  furnishes  a  market  for  tin 
bonds,  or  that  the  Government  furnishes  the  money  to  loan  to  Ai 
farmer,  I  can  not  agree  with  his  statement. 

Mr.  Eagsdale.  Will  you  please  repeat  that  statement,  Mr.  Moa! 

Mr.  Moss.  I  will  ask  the  stenographer  to  read  my  statement 

(Here  the  stenographer  read  the  last  preceding  statement  of  Hl 
Moss.) 

Mr.  Moss.  That  is  true  in  Austria,  and  it  is  true  in  nearly  evaj 
country  of  Europe,  that  loans  are  furnished  for  the  purpose  w 
acquirmg  a  homestead,  where  a  man  has  no  land  of  his  own,  and 
where  he  can  not  get  land  except  by  Government  aid ;  that  is  f^^ 
nished  in  order  to  establish  homesteads ;  and  I  think  that  Mr.  Rigs- 
dale's  observation  in  regard  to  Norway  means  precisely  that;  tW 
he  was  speaking  about  the  acquiring  of  homesteads. 

Mr.  Ragsdale.  Yes. 

Mr.  Moss  (continuing).  And  not  loaning  money  to  persons  who 
already  own  land. 

Mr.  Eagsdale.  Yes ;  that  is  true,  but  has  not  the  effect  been,  by  th 
Government  rendering  aid  in  acquiring  homesteads,  that  has  in  itsdi 
naturally  resulted  in  creating  a  market  for  this  class  of  bonds,  ami 
it  has  put  the  public  in  a  position  to  purchase  those  that  were  nrt 
issued  for  the  purpose  of  acquiring  homesteads? 

Mr.  Moss.  I  should  not  think  so,  because  in  France  the  aid  fa 

homesteads  has  just  been  granted,  whereas  the  loans  on  the  bonds  hic 

.been  selling  for  15  years  before  aid  was  granted,  and  in  Germinj 

land  bonds  had  been  selling  for  at  least  100  years  before  the  GoTeni 

ment  began  giving  aid  to  the  homesteaders. 

Mr.  Ragsdali-:.  Now,  what  do  you  mean  by  "  Government  aid"! 

Mr.  Ousi^Y.  That  is  a  point  I  would  like  to  have  determined. 

Mr.  Moss.  Well,  before  they  began  to  loan — and  I  do  not  want  t 
inject  too  much  into  Mr.  Ousley's  statement — I  mean  before  the  Go^ 
ernment  began  making  direct  loans  to  enable  its  subjects  to  acqaii 
homesteads;  that  is  what  I  mean. 
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ES.  It  seems  to  me  that  if  Col.  Ousley  has  a  statement  to 

ught  to  hear  it,  and  we  then  disouss  the  questicm  among 

fterwards. 

3  this  question  has  come  up,  I  would  like  to  ask  Mr.  Moss 

e  that  where  there  is  Government  aid  to  establish  home- 

:  Russia  or  some  place  where  there  is  an  unusual  condi- 

3ems  to  demand  such  action  ? 

s.  Yes.    Now,  in  justice  to  Col.  Ousley,  I  want  to  make 

.tement:  That  if  he  means  by  his  statement  rigid  Qovem- 

rvision  and  relief  from  forms  of  taxation  and  speedj 

:  foreclosure,  and  so  on,  then  I  think  that  Col.  Ousley  is 

5  statement. 

iLEY.  I  think  I  was  careful  to  say  "Government  aid  in 

HoLLis.  We  have  sot  that  in  some  form  in  the  bill.  Col. 
ilizing  that  the  bill  does  contain  provisions  for  Govern- 
visiom  and  exemption  from  taxation  and  an  amortization 
•u  favor  any  direct  form  of  Government  aid,  such  as  guar- 
le  bonds  or  loaning  money? 

:^Y.  I  would  favor  such  additional  Government  aid,  either 
I — well,  preferably  in  the  form  of  lending  some  money. 
HoLLJS.  To  whom — to  the  bank  or  to  the  individual  bor- 

LEY.  To  the  banks. 

KLEY.  Does  that  take  the  form  of  buying  the  bonds! 

UBY.  Yes;  to  make  sure  that  we  have  a  market  for  the 

)€lieve  if  the  Government  would  make  a  small  investment 

nds  you  would  establish  confidence  in  them;  otherwise,  I 

of  a  want  of  confidence  in  them. 

HoLLis.  That  is,  you  would  have  the  Government  raise 

ssuing  its  own  bonds  for  the  purpose  of  buying  these  bonds, 

? 

LEY.  To  a  limited  extent,  to  indicate  its  own  confidence  in 

L. 

.KLEY.  You  would  have  the  Government  buy  the  bonds, 
rather  than  deposit  the  money  in  the  banks? 
LEY.  That  is  a  question  that  snould  be  left  to  the  wisdom 
nanship  of  the  committee;  I  would  not  undertake  to  say 
Id  be  the  better  plan.    The  point  I  want  to  make  is  this: 
ieve  it  would  be  necessary — it  may  not  actually  be  neces- 
i  bonds  may  have  a  sufficient  sale,  but  if  they  do  not  I 
I  the  Government  come  to  the  relief  of  the  situation. 
)0MRn)GE.  Could  not  the  Government  come  to  the  relief  of 
m  by  depositing  a  sufficient  margin  with  the  banks  to  pro- 
Terence  Detween  the  actual  value  represented  by  the  bonds 
)ssible  deficit  that  might  arise  through  depreciation  of  the 
underlying  the  bonds? 
LEY.  I  did  not  quite  catch  your  question. 
ooMRrooE.  My  idea  is  this:  Could   not  the  Government 
'een  the  bonds'  value  and  any  possible  depreciation  that 
place  in  the  value  of  the  land  which  was  mortgaged  ? 
LEY.  Well,  of  course,  that  would  be  one  form  of  Govern- 

HoLLis.  That  would  be  a  guaranty? 
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Mr.  OusLEY.  Yes ;  that  would  be  a  guaranty. 

Senator  Hollis.  By  putting  up  the  money,  really,  as  collateral! 

Mr.  OusiEY.  Yes,  sir. 

Senator  Hollis.  It  would  not  be  an  ordinary  guaranty,  which  is 
backed  by  a  pledge. 

Mr.  OusLEY.  ]V^  thought  is  that  if  in  the  initiation  of  this  system 
the  Government  should  provide  a  limited  loan  that  will,  perhaps, 
be  of  itself  sufficient ;  if  it  established  a  good  system  of  well-organized 
and  wisely  .conducted  banks,  I  think  private  capital  later  wUl  come 
to  the  relief  of  the  system.  Possibly  you  have  got  enough  market 
for  the  bonds  here  without  doing  that ;  but  I  fear  you  have  not. 

Mr.  BuLKLEY.  When  you  say  a  "  limited  loan  " 

Mr.  OusLEY  (interposing).  A  limited  amount  of  money. 

Mr.  BuLKLEY.  Do  you  mean  that  you  would  fix  in  advance  the 
amount  that  the  Government  would  invest  in  these  bonds? 

Mr.  OusLEY.  Yes;  I  would  provide  in  this  act  that  the  Govern- 
ment would  invest  5, 10, 15,  or  20  millions  of  dollars  in  these  bonds— 
or  whatever  you  decide  would  be  wise. 

Senator  Hollis.  And  where  would  you  place  the  discretion  of 
apportioning  that  money  among  the  different  districts — with  the 
commissioner  of  farm-land  banlS? 

Mr.  OusLEY.  That  is  all  put  under  the  Treasury  Department,  is  it 
not?  • 

Senator  Hollis.  That  is  a  division  of  the  Treasury  Departnirait. 

Mr.  OnsLEY.  Yes ;  well,  it  ought  to  be  in  the  hands  of  more  than 
one  man;  I  would  not  be  willing  to  trust  one  commissioner  with  that 

Mr.  BuLKLBY.  Do  you  think  a  loan  of  $20,000,000  would  have  any 
effect  on  the  market? 

Mr.  OusLEY.  I  think  it  would  have  a  very  decided  effect. 

Senator  Hollis.  That  is,  to  make  the  bonds  look  desirable? 

Mr.  OusLEY.  Yes ;  a  very  decided  effect. 

Mr.  BuLKLEY.  If  we  should  provide  for  investing  postal-savings 
funds  in  those  bonds,  that  would,  in  your  judgment,  be  more  than 
adequate,  would  it  not? 

Mr.  OusLEY.  I  did  not  understand  that. 

Mr.  BuLKLEY.  If  we  should  provide  for  investing  postal-savings 
funds  in  these  bonds 

Mr.  OusLEY  (interposing).  Oh,  if  you  would  put  all  the  postal 
savings  in  this  system,  it  would  perhaps  be  ample. 

Senator  Hollis.  They  amount  to  about  $40,000,000. 

Mr.  OusLEY.  But  you  do  not  provide  that. 

Senator  Hollis.  No  ;  we  do  not  provide  that  in  the  bill. 

Mr.  OusLEY.  But  if  jou  were  to  put  all  the  postal-savings  funds  in 
the  bonds,  I  do  not  thmk  you  would  have  to  do  anything  more  thin 
that. 

Mr.  BuLKLEY.  But  even  that  is  a  small  amount. 

Mr.  OusLEY.  I  know  it  is  a  small  amount;  but  when  the  Govern- 
ment impresses  its  confidence  upon  the  system  in  that  way,  I  bdieTe 
that  private  investors  will  take  the  bonds.  If  these  sources  that 
you  have  provided  now  in  the  bill  are  suflScient,  of  course  they  would 
not  have  to  loan  any  money.  But  if  we  are  going  to  do  anythinc 
with  this  system,  I  think  we  ought  to  make  sure  of  a  market;  and 
the  only  way  to  make  sure  of  a  market,  in  my  judgment,  is  to  em- 
power the  Government  by  this  act  to  make  loans,  under  certain  con- 


Digitized  by 


Google 


RURAL   CREDITS.  415 

,  up  to  a  certain  amount.    Now,  then,  if  private  individuals 

e  bonds  eagerly,  the  Governtaent  would  not  have  to  do  that. 

can  not  believe  that  we  are  going  to  introduce  such  a  wide 

ire  from  the  customs  of  100  years  in  this  country  without 

rovernment  aid. 

Pi^TT.  You  are  assuming  that  these  bonds  are  going  to  draw 

ent  interest.    What  reason  is  there  to  suppose  that  they  will 

iw  8  per  cent  interest  ?    . 

DusLET.  If  they  are  going  to  draw  8  per  cent  interest,  you  are 

y  your  time  establishing  this  system,  because  you  are  not 

the  farmer  any  relief.    He  can  get  money  now  at  8  per  cent 

Seldomridge.  Do  merchants  pay  8  per  cent  interest  in  your 

? 

DUSLEY.    No. 

5eijx)mridge.  What  interest  do  they  pay? 
OusLEY.  The  large  merchants  pay  6  per  cent;  some  of  them 
ir  commercial  paper  in  New  York  or  elsewhere  in  the  East  at  4 
t — short-term  paper. 

E^ATT.  I  doubt  that  at  the  present  time.    That  may  have  becM 
)me  years  ago,  but  I  doubt  whether  it  is  done  now. 
3u8LJEY.  A  banker  of  New  York,  whom  I  met  in  Austin  about 
eks  ago,  told  me  that  money  was  loaning  freely  in  New  York 
4  per  cent  for  four  months. 

Platt.  That  is  on  stock-exchange  collateral,  is  it  not? 
3usLEY.  No ;  on  commercial  paper. 
Platt.  I  have  not  seen  any  sucn  quotations  as  that. 
OusLEY.  I  got  that  from  our  former  bank  commissioner  of 
Mr.  Gill,  who  is  connected  with  some  New  York  bank.    He 
at  they  were  not  lending  beyond  four  months,  because  they 
aiting  for  the  new  banking  and  currency  bill — that  was  the 
il  City  Bank  of  New  York. 
Plait.  Yes. 

r)L'SLEY.  But  if  you  are  licit  going  to  provide  for  money  for 
-;  nt  less  than  8  per  cent,  you  are  wasting  your  time.  You 
only  be  providing  for  a  long  ainortization — for  30  or  40 
instead  ot  the  five-year  loans. 

Platt.  T  do  not  think  that  Mr.  Moss  calculates  that  money 
any  cheaper  for  fanners  than  the  rates  of  interest  prevailing 
the  neighoorhood. 

3u8LEY.  Then,  so  far  as  my  State  is  concerned,  T  venture  the 
I  that  you  would  not  have  a  bank  in  it  under  this  system. 
Platt.  Why  not?     They  will  be  profitable,  will  they  not? 
JusLEY.  That  remains  to  be  seen.    It  is  an  experimental  bank 
I  do  not  know  whether,  if  I  were  a  banker,  I  would  care 
st  in  a  system  like  this  or  not  under  those  conditions. 
Lor  IIoLLis.  Col.  Ousley.  yon  find  a  very  general  interest  in 
n  among  the  farmers,  do  yon  not  ^     They  are  all  alive  to  it, 
y  not? 

Ousley.  Yes;  I  find  a  very  eager,  hopeful  interest  in  some 
;t  of  relief.    But  the  hope  is  for  cheap  money, 
tor  HoLLis.  The  national  grange  met  in  my  State  last  fall 
cussed  the  matter  and  passed  resolutions. 
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Now,  in  my  part  of  the  country  there  are  a  great  many  farmers 
who  have  no  incumbrance  at  all  upon  their  farms  and  who*  have 
money  in  the  banks — savings  banks  and  others.  We  have 
$104,000,000  in  savings  banks  in  my  State.  Now,  I  think  there 
would  be  a  great  many  of  those  farmers  who  would  hear  the  matter 
discussed  and  who  would  know  that  these  were  safe  investments  and 
would  take  their  money  out  of  the  savings  banks  and  put  it  in  these 
bonds.  I  hope  so.  I  know  that  the  more  the  matter  is  discussed 
the  greater  mterest  there  is  in  it — ^the  more  likely  the  wealthy 
farmers  will  be  to  invest  in  the  bonds. 

Mr.  OusLEY.  Yes. 

Senator  Hollis.  That  is,  they  do  not  want  the  trouble  of  looking 
after  the  loans  themselves,  and  perhaps  foreclosing  them,  if  they 
can  buy  a  bond  that  will  relieve  them  of  the  expense  of  foreclosure 
and  so  on,  and  make  it  an  impersonal  thing.  I  think  the}'  would 
want  that  class  of  security. 

Mr.  OusLEY.  That  may  be  true. 

Senator  Hollis.  I  hope  so.  I  think  there  will  be  a  creat  many 
wealthy  men  in  New  England  who  would  buy  these  bon£.  I  know 
there  a  great  many  who  have  invested  in  loans  on  western  lands. 

Mr.  OusLEY.  Well,  in  my  State,  the  farmer  if  he  has  any  money 
is  likely  to  invest  it  in  more  land ;  he  is  not  likely  to  put  his  money 
in  savings  banks.  If  he  is  a  wealthy  man.  he  may  be  buying  some 
bank  stock.  There  are  a  large  number  oi  farmers  who  own  bttik 
stock  in  our  State. 

Mr.  Platt.  Are  they  borrowing  money  to  buy  more  land  with 
now? 

Mr.  OusLEY.  I  can  not  say  that  they  are  borrowing  more  money 
to  buy  land  with ;  no,  sir.  The  landless  man,  of  course,  is  trying  to 
buy  land,  and  in  some  instances  I  am  quite  sure  that  men  are  bor- 
rowing monev  to  buy  land  with ;  but  if  they  do  that  it  is  just  t 
sepeculation  for  a  quick  turn. 

Mr.  BuLKLEY.  Does  the  law  of  Texas  permit  a  man  to  mortgage 
his  land  for  the  purpose  of  improving  it? 

Mr.  OusLEY.  For  the  purpose  of  improving  it? 

Mr.  BuLKLEY.  Yes. 

Mr.  OusLEY.  I  think  our  homestead  law  permits  a  vendor's  lien— 
I  mean  mechanic's  lien  on  the  house,  or  something  of  that  kind.  I 
do  not  think  it  permits  the  borrowing  of  money  to  lay  out  the  farm, 
or  to 

Mr.  BuLKLEY  (interposing).  Irrigate,  for  instance? 

Mr.  Ousi^Y.  No,  sir. 

Mr.  BuLKLEY.  What  do  you  mean  by  the  law  not  permitting  it? 

Mr.  OusLEY.  I  mean  that  you  can  not  mortgage  a  homestead  in 
Texas. 

Mr.  Platt.  Do  you  mean  before  the  title  is  taken? 

Mr.  OusLEY.  WTiat  is  that  ? 

Mr.  Platt.  Do  you  mean  before  the  man  gets  title  to  it  ? 

Mr.  OusLEY.  After  he  gets  title  to  it. 

Mr.  BuLKLEY.  But  purchase-money  mortgages,  T  understand,  are 
valid. 

Mr.  OusLEY.  Yes;  vendor's  lien  notes. 

Senator  Hollis.  Do  you  mean  that  if  a  man  owns  a  farm,  clear, 
be  can  not  mortgage  it  if  he  wants  to  do  so? 
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LEY.  No,  sir;  not  if  it  is  a  homestead. 
[T.  That  is  a  queer  law. 

HoLLis.  I  have  never  heard  of  that  law.  Is  that  true  of 
s? 

:^Y.  Of  several  States,  I  think. 
HoLLis.  How  long  has  it  been  in  operation  ? 
:^Y.  Ever  since  the  days  of  the  Republic. 
HoLLis.  Does  it  work  well?    How  does  it  work? 
LEY.  Just  in  that  way;  you  can  not  mortgage  a  home: 
it  is  not  subject  to  debt;  it  is  not  subject  to  execution  or 

TT.  That  would  have  to  be  repealed  before  we  could  do 

nder  this  bill. 

LEY.  That  is  precisely  the  point  I  was  raising.     Under 

xas  could  not  have  a  bank. 

.KLEY.  Is  that  true?    Could  thev  not  borrow  and  use  the 

buying  land?    Suppose  a  man  has  half  of  the  price  of  a 

svants  to  buy  a  farm,  could  he  not  borrow  the  remaining 

cas  under  this  law  ? 

LEY.  Well,  you  say  before  the  bank  will  have  this  privilege 

bill  the  States  must  waive  the  homestead  exemptions.    In 

js,  before  a  bank  can  be  located  in  Texas  under  the  bill,  we 

e  to  change  our  constitution  and  abolish  our  homestead 

;  and  you  might  just  as  well  talk  about  abolishing  the 

landments  in  Texas. 

KLEY.  Do  you  mean  that  they  would  not  make  the  change  ? 

5LEY.  They  would  not  give  up  their  homestead  exemp- 

Eor  3  per  cent  a  month. 

HoLLis.  Dr.  Coulter,  what  do  you  say  about  that? 

LTER.  You  can  start  a  bank  in  Texas  if  you  want  to,  or 

in  any  State,  and  go  right  along  and  do  business.    The 

hat  IVir.  Ousley  speaks  of  is  the  privilege  of  the  bond 

JLEY.  Yes. 

LTER.  That  is  to  say,  that  you  do  not  give  all  the  advan- 
ce bonds  in  a  State  having  laws  like  that  that  you  do  in 
es.  Now,  I  have  not  any  doubt  that  bonds  even  in  that 
Id  still  hold  a  good  place  in  the  market  and  sell  better 
irm  mortgages  do  in  that  State.  But  still  the  bonds  would 
n  all  the  advantages  which  bonds  from  other  States  would 
They  would  just  have  the  normal  standing  of  normal 
ile  the  idea  of  this  bill  is  to  give  a  special  value  to  the 
State  which  do  certain  special  things. 
LEY.  You  would  not  accept  our  land-bank  bonds  for  postal 

ILTER.  No. 

iLEY.  You  would  not  accept  our  land-banlc  bonds  for  time 
f  national  banks? 

LTER.  No;  the  bonds  would  have  to  take  the  same  place 
onds. 

iLEY.  Then  they  would  have  to  carry  the  prevailing  rate  of 
.  Texas. 

JLTER.  There  is  some  doubt  whether  thev  would  get  very 
jr.  I  might  say,  that  as  to  Mr.  Moss's  State,  Indiana,  he 
—14 27 
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does  not  expect  much  reduction  in  interest  rates,  because,  as  a  matUr 
of  fact,  farmers  are  now  getting  5  per  cent  money  pretty  easily 
there. 

Mr.  Moss.  That  is  true. 

Mr.  CouLTDR.  But  he  has  not  any  idea  that  there  would  not  be,  in 
the  Mountain,  Western,  or  Southern  States,  a  very  material  reduction, 
because  the  tendency  would  be,  having  bonds  of  the  same  type,  under 
the  same  Federal  inspection,  coming  from  all  parts  of  the  coun^, 
for  those  bonds  to  seek  very  nearly  a  level ;  and  it  would  be  only  a 
matter  of  a  few  years  before  bonds  on  Texas  farm  lands,  at  least  in 
part  of  the  State,  wherever  they  felt  absolutely  sure  of  tnem,  would 
come  to  seek  the  same  level  as  bonds  of  the  other  sections  of  the 
country. 

As  an  illustration,  take  the  township  bonds  of  Mr.  Moss's  Stote, 
Indiana;  when  they  started  issuing  those  bonds  the  law  prohibited 
them  from  selling  the  bonds  under  par.  And  when  they  started 
issuing  bonds  they  could  not  sell  them  unless  they  bore  6  per  cent 
interest,  although  they  were  tax  exempt,  because  people  did  not  know 
about  them  and  they  were  afraid  of  tnose  bonds. 

Now,  almost  every  year  they  can  sell  their  bonds  at  a  lower  rate. 
They  are  selling  4^  per  cent  bonds  now  at  par. 

^lr.  OusLEY.  Yes. 

Mr.  Coulter.  Of  that  same  type  of  township  bonds.  That  is  just 
a  matter  of  leveling  down  when  the  market  becomes  acquainted  with 
them.  And  those  township  bonds  have  not  any  of  those  special  ad- 
vantages that  you  speak  of. 

Mr.  OusuEY.  No. 

Mr.  CouLiER.  So  that  it  is  merely  a  matter  of  their  getting  into 
the  field,  being  recognized,  being  properly  inspected  and  gradually 
finding  their  way  into  the  market  and  finding  purchasers. 

Mr.  OusuEY  I  hope  I  will  not  be  understood  as  having  the  opinion 
that  this  bill  will  not  tend  to  lower  the  rate  of  interest,  and  that 
these  banks  are  impossible  to  establish.  I  hope  I  have  not  conveyed 
any  such  impression  as  that.  But  I  am  now  pointing  out  the  net 
that,  under  that  provision — and  there  are  other  States  besides  Texas 
that  have  homestead  exemptions — under  that  provision,  our  banb 
could  not  obtain  any  of  the  postal  savings,  nor  the  time  deposits  of 
national  banks,  nor  trust  funds. 

Mr.  BuMCLEY.  What  would  be  the  effect  of  that  homestead  exemp- 
tion law  in  this  situation:  Suppose  a  man  has  a  purchase  money 
mortgage  on  his  homestead ;  can  he  give  a  valid  new  mortgage  m 
the  purpose  of  refunding  that? 

Mr.  OusLEY.  Yes,  sir. 

Senator  Houljs.  Mr.  Scudder,  I  believe,  has  had  some  exi>erieiioe 
in  Texas.  Mr.  Scrudder.  what  do  you  say  about  the  possibilitieB 
of  these  farm-land  banks  oeing  established  in  Texas? 

Mr.  Scudder.  Mr.  Chairman,  in  Texas  a  piece  of  land  could  be 
bought  and  the  vendors'  lien  retained ;  and  that  vendors'  Hen  is  veiy 
often  made  the  basis  of  a  loan. 

Mr.  OusLEY.  Oh,  yes. 

Mr.  ScTTDDER.  And  passed  from  hand  to  hand ;  it  is  just  as  good  a 
first  lien  as  a  first  mortgage  or  first  deed  of  trust;  in  fact,  it  ia 
considered  as  prime  security,  is  it  not? 

Mr.  OusLBY.  Yes;  first  class. 
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Senator  Houlis.  Is  the  paperevidenceof  the  nature  of  the  security? 

Mr.  Sci7i«>ER.  Yes;  the  vendor  states  in  it  that  it  is  for  the  pur- 
hase  price  of  the  property;  and  that  is  the  best  paper  in  Texas 
0-day. 

Mr.  OusLEY.  Yes;  it  is  the  best  paper  we  have  got.  But  after 
hat  note  is  paid  you  can  not  put  a  mortgage  on  the  land. 

Mr.  SCUDDER.  No. 

Mr.  Coulter.  Is  that  160  acres  ? 
Mr.  OusLET.  No;  it  is  200  acres. 

Mr.  Platt.  That  has  not  any  relation,  then,  to  the  homestead  laws 
f  the  United  States,  allowing  160  acres  to  each  man? 
Mr.  OusLEY.  No,  sir.    That  was  the  homestead  act  established  by 
he  founders  of  the  Republic. 

Mr.  Platt.  I  should  think  that  would  have  to  be  repealed  in 
>rder  to  make  this  bill  effective  there? 
Mr.  OusLEY.  Absolutely  so. 

Mr.  I^LATT.  If  you  have  an  exemption  of  200  acres  of  land,  that  is 
too  much  of  an  exemption.  It  is  more  of  an  exemption  than  anybody 
needs. 

Mr.  OusLEY.  Yes.  Now,  if  you  could  provide  in  this  bill  to  take 
care  of  our  vendors'  lien  notes,  and  make  them  somehow  available 
for  use  in  these  banks,  then  you  could  afford  some  relief  to  us.  But 
^e  could  not  proceed  at  all  under  this  bill. 

Mr.  SELDOMRmoE.  The  bill  provides  that  there  must  be  certain  acts 
performed  by  the  State  before  these  banks  can  be  organized ;  so  that 
matters  of  this  kind,  it  seems  to  me,  would  be  subject  to  action  by 
the  legislature  of  your  State. 

Mr.  OusLEY.  Yes.  Well,  I  am  just  stating  this  fact,  and  I  think 
my  friend  here  from  Texas  will  confirm  me  in  the  opinion  that  Texas 
would  not  sacrifice  its  homestead  exemption  for  any  consideration; 
and  I  am  simply  asking  whether  the  committee  can  not  conform  this 
bill  in  some  way  to  meet  that  condition  by  utilizing  our  vendors' 
Hen  notes,  which  are  a  perfectlv  valid  security. 

Senator  Hollis.  What  is  there  about  that  law  that  makes  it  so 
dear  to  the  people?  Do  they  think  that  it  has  kept  their  homes  for 
them? 

Mr.  OusLEY.  Yes. 

Senator  Holms.  Do  you  think  it  has? 

Mr.  OusLEY.  I  think  it  has  in  many  instances.  I  am  sure  I  would 
not  be  willing  to  see  it  sacrificed.  I  would  like  to  see  it  modified  in 
some  degree.  I  would  like  to  see  a  value  limit  rather  than  an  acreage 
lunit,  because  there  might  be  200  acres  of  land  in  the  suburbs  pf  a 
dty  now  that  would  be  worth  great  fortunes ;  and^  on  the  other  hand, 
30O  acres  in  oiher  sections  would  be  worth  very  little.  I  think  there 
ought  to  be  a  value  limit  on  the  exemption. 

Senator  Hollis.  You  see  the  old  theory  was  that  to  ^t  into  debt 
Was  a  disgrace.  But  the  modem  theory  is  that  a  man  is  not  using 
Ills  tools  to  Hie  best  advantage  unless  he  borrows  enough  money  to 
work  his  properfrjr  to  the  best  advantage. 

Mr,  Ouslby.  That  is  true. 

Mr.  Platt.  We  are  tiring  to  work  up  a  bill  which  will  persuade 
a  man  to  go  into  debt.  In  Texas  you  have  a  law  which  tries  to  pre- 
sent him  £rom  going  into  debt.    [Liaughter.] 

Mr.  Ouslby:  That  is,  on  their  homesteads. 
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Mr.  Platt.  Any  man  who  can  borrow  money  at  4  or  5  per  cent 
interest  on  his  farm  is  a  fool  not  to  borrow  it,  provided  he  can  make 
more  than  that  on  the  investment  of  the  money. 

Mr.  OusLEY.  I  think  our  homestead  exemption  law  might  be  modi- 
fied to  the  extent  that  a  man  might  be  permitted  to  borrow  money 
for  the  improvement  of  his  farm.  I  thmk  perhaps  that  condition 
might  be  met. 

Senator  Hollis.  Well,  they  are  now  allowed  to  refund  the  original 
purchase-price  lien,  are  they  not? 

Mr.  OusiJBY.  Yes.  But  I  would  not  undertake  to  hold  out  any 
promise  that  I  would  waste  my  time  trying  to  get  the  people  of  Texas 
to  change  their  homestead  law.  My  opinion  about  it  might  be  one 
thing,  but  there  are  some  things  that  are  just  utterly  impossible  in 
the  present  state  of  the  public  mind.  It  would  take  20  years  to  edu- 
cate the  people  of  Texas  out  of  that  idea. 

Senator  Hollis.  Yes. 

Mr.  Platt.  They  are  not  willing  to  trust  themselves  to  go  into 
debt? 

Mr.  OusLEY.  It  is  not  that;  but  it  is  a  provision  against  the  specu- 
lation and  the  bad  business  management  and  the  improvidence  of 
the  heads  of  families,  and  it  is  preserving  the  shelter  of  the  home 
over  the  women  and  children  against  the  mismanagement  and  the 
ill  f ortime  and  the  iU  providence  of  their  fathers  and  husbands. 

Mr.  Platt.  Well,  that  simply  means  they  are  paying  a  higher  rau? 
of  interest  for  any  money  that  is  borrowed,  because  it  prevents 
a  man  from  using  the  only  property  he  has,  and  there  is  no  use  trying 
to  ffet  away  from  it.    That  ought  to  be  understood. 

Mr.  Ousley.  That  is  true ;  but  that  is  the  price  we  are  paying  for 
it;  and  we  are  willing  to  pay  the  price,  so  far  as  that  is  concerned. 

Mr.  Platt.  The  success  of  the  credit  organizations  in  Germany  is 
largely  due  to  the  fact  that  they  have  no  exemptions  at  all. 

Mr.  Ousley.  That  is  true.  I  had  quite  a  discussion  on  that  with 
some  of  our  friends  on  the  other  side.  I  wanted  to  point  out  that 
fact,  and  some  of  them  did  not  want  to  admit  that  fact. 

Now,  if  we  are  to  get  any  benefit  in  Texas — and  you  will  find 
that  there  are  other  States  having  homestead  exemptions  too 

Mr.  BuLKLEY  (interposing).  Do  you  know  what  States  they  are! 

Mr.  Ousley.  I  could  not  tell  you  that. 

Senator  Hollis.  Is  not  this  the  usual  homestead  law,  that  a  cer- 
tain value,  $500  or  $1,000,  is  exempt  from  attachment  and  execution 
for  debt,  but  that  the  owner,  by  the  signature  of  himself  and  his 
wife,  can  waive  that  exemption  and  borrow  money  so  as  to  pledfp 
the  entire  homestead  ?  That  is  the  law  in  my  State,  and  I  think  it  is 
general  in  New  England ;  but  how  far  it  extends  beyond  that  I  do 
not  know. 

Mr.  Ousley.  Yes.  I  am  not  familiar  with  the  homestead  provi- 
sions of  any  other  State.  I  simply  know  that  there  are  some  otates 
that  have  homestead  provisions. 

Mr.  Platt.  It  does  not  apply  to  city  homes,  does  it? 

Mr.  Ousley.  Yes. 

Mr.  Platt.  It  does  apply  to  them? 

Mr.  Ousley.  Yes.  And  it  has  been  very  greatly  abused,  too,  ia 
our  State.    Men  have  held  property  as  homesteads  that  are  not 
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lomesteads.  There  has  been  a  great  deal  of  fraud  practiced.  There 
3  no  question  about  that.  It  is  a  provision  that  has  been  very  much 
bused. 

Senator  Holus.  The  man  can  not  sell  his  homestead  without  his 
i^ife's  signature,  I  suppose? 

Mr.  OustEY.  No,  sir. 

Senator  Hollis.  Does  the  wife  have  to  be  examined  apart  from 
ler  husband? 

Mr.  OusLEY.  Yes,  sir.  I  take  it  that  this  next  provision  in  the 
)ill  here,  that  no  State  can  obtain  the  benefit  of  this  act  without  a 
jystem  of  land  title  registration,  that  you  contemplate  establishing 
thereby  a  unifonn  svstem  of  land  titles. 

Senator  Hoixis.  Well,  T  did  not  draw  the  bill.  But  for  vour  in- 
formation, I  will  say  that  I  think  the  idea  is  that  it  will  tend  in  that 
direction. 

Mr.  OusMSY.  Yes. 

Senator  Hollis.  I  am  not  entirely  clear  about  that  land  title  part, 
I  think  that  is  left  to  regulation,  is  it  not?  I  do  not  think  the  bill 
undertakes  to  fix  that  definitely.    How  is  that,  Dr.  Coulter? 

Mr.  Hayes.  No. 

Mr.  Coulter.  No;  the  idea  is  that  banks  may  start  in  any  State 
with  any  kind  of  registration  or  recording  laws. 

Mr.  OusLEY.  Yes. 

Mr.  Coulter.  But  it  is  left  to  the  commissioner  of  farm-land  banks 
to  extend  certain  additional  advantages  in  those  States  which  have 
a  registering  or  guaranteeing  title  system.  That  is  to  say,  there  are 
at  the  present  time — ^we  had  the  laws  looked  up  on  all  of  these  points, 
>n  the  present  taxation,  for  instance,  of  mortgages ;  the  present  reg- 
istration and  recording  systems ;  the  present  homestead  exemptions, 
itc.  If  the  committee  desires  it,  I  have  a  lot  of  statutes  and  pam- 
phlets, etc.,  from  the  various  State  ofiicers  of  practically  all  the 
States  piled  up  in  my  office. 

We  thought  it  was  desirable  to  make  it  possible  for  this  bureau 
bo  help  toward  a  standardization  or  uniformitv  of  laws  by  making 
it  possible  for  the  commissioner  of  farm-land  banks,  with  the  sanc- 
tion of  the  Secretary  of  the  Treasury,  to  extend  certain  additional 
privileges  or  advantages  to  the  bonds  from  States  as  they  improved 
their  laws  on  these  various  subjects. 

Senator  Hollis.  Who  is  to  pass  on  whether  they  have  a  satisfac- 
tory system  or  not — ^the  commissioner  ? 

Mr.  Coulter.  It  would  be  really  up  to  the  Secretary  of  the  Treas- 
ury to  O.  K.  or  to  approve  any  order  by  the  commissioner  of  farm- 
land banks.  If  he  found,  for  instance,  that  10  States  had  a  system 
of  land-title  registration  which  made  it  so  that  tlie  State  practically 
guaranteed  title,  and  there  was  no  chance  of  some  one  who  had  dis- 
appeared for  40  years  coming  back  and  claiming  title  to  the  land.  ?rd 
all  that  sort  of  thing::  if  it  seemed  to  him  that  the  titles  were  abso- 
lutely safe  and  sound  in  those  States  beyond  question,  he  might  issue 
an  order  that  the  bonds  from  those  States  should  be  recognized  for 
certain  additional  purposes,  or  issue  an  order  that  the  bonds  from 
thos,e  States  were  safer  because  of  this  guarantee  and  give  them  an 
increased  beneficial  standard. 

Then  other  States  would  probably  hurry  to  improve  their  legisla- 
tion. 
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I  may  say  in  that  connection  that  we  found  various  Govemme 
offices  in  the  National  Government  which  are  making  an  effort 
standardize  the  laws  of  the  various  States  on  various  subjects.  The 
is  one  office  here  in  Washington  that  has  drawn  up  a  model  law 
the  registration  of  birth  and  deaths.  And  I  think  there  are  over 
States  now  that  have  adopted  that  law  that  has  been  drawn  up  h< 
in  a  Government  office.  There  is  no  infringement  of  State  rigb 
but  there  is  encouragement  to  them  to  enact  uniform  legislation. 

I  know  of  other  Government  offices  which  have  as  their  princij 
business  the  drawing  up  of  what  would  seem  to  be  pretty  nearh 
model  law  for  the  various  States  under  peculiar  State  conditio 
on  a  specific  subject.  And  after  that  measure  has  been  before  t 
State  legislature  a  few  times  the  State  will  adopt  it,  and  flien  anoth 
State  will  adopt  it,  and  finally  you  find  25  or  30  States  with  ui 
form  legislation  on  a  certain  suoject 

We  thought  that,  in  view  of  the  great  variety  of  laws  with  reft 
ence  to  the  recording  or  registering  of  titles,  with  reference  to  e 
emptions,  and  with  reference  to  foreclosures,  it  would  be  wise 
make  it  possible  for  this  bureau,  through  the  commissioner,  with  t 
approval  of  the  Secretary  of  the  Treasury,  to  give  advantages  ai 
to  extend  privileges  to  the  bonds  in  all  States  where  these  speci 
laws  were  passed.  It  would  not  prevent  banks  from  starting  in  ai 
States,  but  their  bonds  would  have  just  the  normal,  common,  ever 
day  advantages.    They  would  not  have  any  special  advantages. 

Mr.  OusLEY.  Yes;  but  that  provision  might  be  very  serious 
abused.    The  language  is  this  (p.  32) : 

That  in  the  Judgment  of  the  commissioner  of  farm-land  banks  the  State  It 
providing  for  registration  of  land  titles,  conveyances,  and  foreclosures  in  a 
given  State  are  such  as  to  give  reasonable  protection  to  the  holders  of  fl: 
mortgages  and  first  deeds  of  trust  on  lands  located  within  that  State. 

You  see,  it  is  wholly  in  the  discretion  of  the  commissioner  of  fan 
land  banks. 

Mr.  Coulter.  What  is  the  provision  above  that? 

Mr.  OusLEY.  The  provision  above  that  relates  to  homestead  < 
emptions.  This  is  one  of  the  conditions  upjon  which  banks  can  pi 
ticipate  in  the  postal  savings  funds  and  in  trust  funds.  Now, 
you  had  a  hard-headed  and  stubborn  fellow  in  there  as  commission 
who  had  a  notion  that  he  was  going  to  reform  the  land  titles  in  I 
United  States  in  his  term  of  office,  he  might  cut  out  several  Sta 
from  participation  in  this 

Mr.  Coulter  (interposing).  In  that  special  advantage? 

Mr.  OusLET.  Yes. 

Mr.  Coulter.  That  is  to  say,  that  it  all  hinges  on  the  first  t 
lines  in  section  34  of  the  bill: 

That  the  national  land-bank  bonds  of  any  national  farm-land  bank  si 
be  available  for  the  following  purposes. 

Mr.  Ousley.  Exactly. 

Mr.  Coulter.  But  those  bonds  would  have  their  normal  stand 
in  the  market,  under  normal  conditions.    For  instance,  we  h 
now  $2,000,000,000   worth  of   farm-land   mortgages  outstandii^ 
between  two  and  three  billions — which  have  not  any  special 
vantages  at  all. 

Mr.  Ousley.  I  understand. 
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Mr.  CouLTEB.  In  some  States  they  find  such  a  fine  market  that 
hey  are  negotiated  at  5  or  6  per  cent.  And  so  we  have  hundreds 
»f  millions,  and,  in  fact,  billions  of  dollars  of  bonds  outstanding 
low,  many  of  which  sell  at  nart,  at  4^  per  cent  interest,  without  any 
)f  tne  special  privileges.  Now,  the  idea  here  is  that  State  after 
State  as  they  perfect  their  laws  will  be  given  special  advantages 
>ver  normal  conditions.  Do  you  think  that  would  be  carrying  it  too 
Ear? 

Mr.  OusLEY.  I  am  afraid  it  would.  I  am  afraid  there  might  be 
a  great  abuse  there.  If  in  my  State,  as  the  result  of  this  act,  we 
are  excluded  from  participation  in  these  special  funds,  because  of 
our  homestead  exemptions,  and  if  we  modified  or  abolished  that, 
we  would  have  to  change  our  land-title  system;  and  if  we  are  en- 
cumbered with  a  lot  of  requirements  of  that  kind,  we  simply  will 
not  have  any  banks  in  Texas.  And  I  fear  that  you  may  "make 
the  requirements  in  the  bill  so  hard  that  the  people  are  not  going 
to  trouble  themselves  to  get  rid  of  those  requirements  of  our  laws  and 
that  you  will  have  a  land-bank  system  with  half  a  dozen  or  a  dozen 
Stat^  participating  in  it,  and  it  will  take  a  generation  or  perhaps 
two  generations  to  give  the  system  a  national  effect.  You  may  make 
the  conditions  so  hard,  you  understand,  that  you  can  not  easily  put 
the  system  into  effect;  and  I  would  hate  to  leave  that  particular 
discretion  altogether  in  the  commissioner  of  farm-land  oanks.  I 
think  there  ought  to  be  somebody  else  to  share  that  responsibility 
wift  him. 

Mr.  CiouLTEB.  This  is  with  the  approval  of  the  Secretary  of  the 
Treasury. 

Mr.  OusLBY.  Does  the  bill  say  that? 

Mr.  CouLTEB.  Yes;  only  by  a  general  rule  that  would  apply  alike 
to  all  parts  of  the  country  once  ordered — it  would  apply  to  all  with 
that  condition  existins 


Mr.  OusLBY.  This  ooes  not  read  so  [indicating  pamphlet  in  wit- 
ness's hand].  It  says,  "In  the  judgment  of  the  commissioner  of 
farm-lajid  banks." 

Mr.  CJouLTEB.  Well,  the  rule  that  covers  the  whole  thing  is  at 
the  bottom  of  page  67  of  the  pamphlet  which  you  have  in  your 
hand  : 

The  foregoing  privileges,  or  such  of  them  as  the  commissiouer  of  farm-land 
banks,  with  the  approval  of  the  Secretary  of  the  Treasury,  may,  by  general 
mles  appUcable  to  all  banks  organized  hereunder 

Mr.  OusLEY  (interposing).  That  may  cover  it;  yes. 

Mr.  Woods.  Col.  Ousley,  do  you  know  the  rate  of  interest  paid 
by  tenants  who  are  obliged  to  borrow  money  in  the  State  of  Texas, 
especially  in  the  western  part  of  the  State  ? 

Mr.  Ousley.  They  do  not  borrow  very  much  money.  They  get 
advances  from  their  landlords  in  the  way  of  supplies  or  they  buy 
their  supplies  from  merchants  on  crop  mortgages.  They  do  not 
borrow  very  much  money — it  is  a  triflmg  amount. 

Mr.  Woods.  How  about  the  eastern  part? 

Mr.  Ousley.  The  eastern  part  of  the  United  States,  do  you  mean? 

Mr.  Woods.  No;  the  eastern  part  of  Texas;  do  not  tenants  there 
borrow  money? 

Mr.  Ousley.  Perhaps  some  of  them  over  there  do.  I  do  not  think 
IS  a  rule  that  there  is  much  borrowing  of  money  by  tenants.    They 
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get  their  credit  from  their  landlords,  or  from  merchants  on  a  crof 
mortgage.  There  are  very  few  tenants  who  would  borrow  wmi 
at  a  bank.  If  they  did,  they  would  pay  the  8  per  cent  interest  ' ' 
small  borrowers  pay. 

Mr.  Platt.  Can  a  homesteader  mortgage  his  crop? 

Mr.  OusLEY.  Yes. 

Mr.  Platt.  He  can  mortgage  the  uncertain  security,  then,  bat  Ml 
the  good  security? 

Mr.  OusLEY.  The  tenant  can  mortgage  his  crop,  subject  to  tbl 
landlord's  lien. 

Mr.  Hayes.  The  homesteader  can  mortgage  his  homestead  if' 
joining  his  wife  in  the  mortgage,  can  he  notf 

Mr.  OusLEY.  No,  sir. 

Mr.  Seldomridge.  Is  there  any  demand  for  short-time  credit  hr 
farmers? 

Mr.  OusLEY.  Not  much.  The  demand  in  my  State  is  for  fimf 
money,  whereby  the  man  without  a  home  may  obtain  one.  Thiti' 
the  demand  in  my  State. 

Mr.  PLATr.  Oi  course,  we  all  want  cheap  money. 

Mr.  Woods.  How  much  are  farms  worth  around  Dallas? 

Mr.  OusLEY.  Improved  black-land  farms  around  Dallas  are  waft 
$176  an  acre. 

Mr.  Woods.  How  would  a  man  there  be  helped  under  the  pw- 
▼isions  of  this  bill? 

Mr.  OusLEY.  We  could  not  take  the  provisions  of  this  bilL 

Mr.  Woods.  Suppose  the  State  passed  a  law  waiving  the  homefital 
law:  how  would  it  help  a  man  to  borrow  money  down  there? 

Mr.  OusLEY.  It  would  not  help  him  unless  you  get  the  mowy 
cheaper,  except  that  you  have  the  amorization  plan  under  whidi  t 
man  could  have  the  money  for  a  long  time. 

Mr.  Woods.  He  would  be  obligea  to  have  considerable  money  on 
hand  before  he  could  buy  a  farm,  under  this  bill,  would  he  not! 

Mr.  OusLEY.  Oh,  yes.  Of  course,  it  is  contemplated  that  a  mu 
shall  have  some  money,  and  not  borrow  the  whole  amount  necessiiT 
to  buy  the  land. 

Mr.  Seldo^iridge.  Do  you  have  a  large  number  of  tenants  there! 

Mr.  Ousi^EY.  Most  of  our  farmers  are  tenants. 

Mr.  Seldomridge.  Is  there  any  disposition  on  their  part  to  secDK 
land,  if  possible? 

Mr.  OusLEY.  They  are  very  eager  to  do  so. 

Mr.  SELDOMRmoE.  Are  there  any  financial  remedies  to  aid  thcffl 
in  that  direction? 

Mr.  OusLEY.  Not  at  all,  sir. 

Mr.  Seldomridge.  How  could  they  be  helped  in  that  way? 

Mr.  Ousley.  With  an  amortization  plan,  at  a  rate  of  interest  whick 
they  could  afford  to  pay.  There  are  tenants  now  buying  farms,  yob 
understand,  and  they  are  paying  8  and  9  per  cent  interest. 

Mr.  Woods.  How  much  do  they  pay  down  on  the  farms  that  (M 

buy? 

Mr.  Ousley.  One- fourth  or  one-fifth ;  maybe  a  little  less. 

Mr.  SELDOMRmGE.  Would  there  not  arise  in  the  case  of  those  nufU 
the  need  of  short-term  credit  to  carry  them  over? 

Mr.  OxjsLEY.  No:  they  can  get  tliat  accommodation  from  tlieir  mer- 
chants on  their  crop  mortgages. 
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tfr.  Seldomridge.  Is  that  done — ^the  giving  of  crop  mortgages? 
klr.  OusLEY.  Yes,  sir. 

Mr.  Seldomridge.  What  is  the  rate  of  interest  on  them  ? 
Mr.  OusLEY.  They  do  not  borrow  money  on  mortgage.     They 
►rtgage  their  crop  to  their  supply  merchants  or  their  landlords. 
Mr.  Seldomridge.  About  what  do  they  have  to  pay  to  the  merchant 
r  that  accommodation  ? 

Mr.  OusLEY.  They  have  to  pay  very  handsomely. 
Senator  Hollis.  It  is  very  expensive  if  the  merchants  have  to  take 
at  risk? 

Mr.  OusLEY.  Yes ;  it  is  very  expensive. 

Mr.  Seldomridge.  Would  it  not  be  better  to  have  short-term  credit 
.d  pay  cash  for  the  supplies  ? 
Mr.  OusLEY.  Very  much  better. 

Mr.  Seldomridge.  Then  there  seems  to  be  some  need  and  demand 
r  short-term  credit? 

Mr.  OusLEY.  There  is  need  for  it ;  but  it  never  has  been  presented 
that  aspect  to  those  people. 

Mr.  Seldomridge.  And  they  are  paying  25  per  cent  interest,  per- 
ips,  on  these  crop  mortgages  ? 
Mr.  Odsley.  Possibly  more  than  that,  sir. 

Mr.  Seldomridge.  Under  those  conditions  are  they  managing  to 
move  themselves  from  the  tenant  class  to  the  home-owning  class  ? 
Mr,  OusLEY.  Very  few  of  them. 

Mr.  Seldomridge.  So  that  we  might  anticipate  their  desire  in  that 
rection  is  not  likely  to  be  gratifi^  ? 
Mr.  OusLEY.  Not  under  present  conditions. 
Mr.  S0ljx)mridge.  Not  under  present  conditions? 
Mr.  OusLBY.  No,  sir.    They  are  getting  very  restless  about  it ;  they 
■e  getting  very  turbulent  about  it. 

Mr.  WocoB.  You  say  they  pay  from  one-fifth  to  one-quarter  down? 
Mr.  OrsLEY.  Yes. 

Mr.  Woods.  Under  the  provisions  of  this  bill  they  would  be  obliged 
» pay  one-half  down  ? 

Mr.  OusLEY.  Yes.    I  was  raising  the  objection  that  on  some  of  our 
.nd  they,  ought  to  be  allowed  to  borrow  at  a  higher  appraisement. 
Mr.  Woods.  Then  they  would  have  to  borrow  money  to  stock  the 
irm,  and  implements  and  horses  and  things  of  that  kind  ? 
Mr.  OusLEY.  Certainly. 

Mr.  Woods.  And  that  would  take  considerable  money. 
Mr.  OusLEY.  Yes. 

Mr.  Seldomridge.  AVhat  is  the  average-sized  farm  of  a  tenant  in 
exas? 

Mr.  OusLEY.  Well,  from  50  to  150  acres,  I  should  say. 
Mr.  Seldomridge.  They  are  mostly  engaged  in  cotton  growing; 
at  is  the  staple,  is  it  not? 

Mr.  OusLEY.  In  one  section  of  the  State — in  most  sections  of  the 
Ate  it  is ;  yes. 

Mr.  Seldomridge.  Is  that  where  the  tenant  conditions  largely  exist; 
the  cotton-producing  area  ? 
Mr.  OusLEY.  Yes,  sir. 

Mr.  Hayes.  Are  these  tenants  white  or  colored  ? 
Mr.  Ousley.  They  are  both  white  and  colored. 
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jVIt.  Seldombidge.  You  say  they  are  getting  rather  turbok 
what  is  the  cause  of  that? 

Mr.  OcsLEY.  Their  dissatisfaction,  their  unrest,  their  hopeless  c 
dition ;  lands  advancing  in  value  and  money  high  and  the  t 
short. 

Mr.  BuLKLEY.  You  mean  that  they  are  losing  hope  of  bein^i 
to  own  land  of  their  own  ? 

Mr.  OusLEY.  Yes,  sir. 

Senator  Holijs.  Do  you  think  in  those  communities  that  tbe 
operative  credit  associations  that  you  had  a  chance  to  observe  «hn 
might  be  worked  up  so  as  to  be  helpful  ? 

Mr.  OusLEY.  What  was  that? 

Senator  Hollis.  You  went  abroad  w^ith  the  commission,  did  j 
not? 

Mr.  OusLEY.  Yes,  sir. 

Senator  Holx.is.  And  you  had  some  chance  to  see  what  was  d( 
there  with  cooperative  credits  among  farmers,  did  you  not? 

Mr.  OusLEY.  Yes,  sir. 

Senator  Holj.is.  Do  you  think  that  is  likely  to  prove  success 
in  Texas? 

Mr.  OusLEY.  Not  in  Texas. 

Senator  Hollis.  Why  not? 

Mr.  OusLEY.  For  the  reason  that  our  tenant  class  is  compoeec 
men  of  unstable  habits  of  mind.  They  shift  about  from  plic 
place.  They  are  not  fixed  to  the  soil,  like  the  people  are  in  Gen 
and  other  European  countries.  They  go  and  come.  They  aw  m 
by  the  prospects  of  better  conditions  somewhere  else.  And  be 
all  that,  they  do  not  live  in  the  village  communities  like  ihey  ( 
the  European  countries,  where  every  man  knows  his  neighbors  a 
find  their  history  and  their  dependability.  They  are  more  i 
Our  farmers  live  on  their  farms.  In  the  European  countries 
cluster  largelv  in  villages,  and  it  makes  a  different  social  cond 
it  make  a  difi'erent  family  conditicm;  so  that  a  man  does  not' 
to  indorsing  for  his  neighbor.  But  among  the  tenants  we 
where  a  man  is  not  well  acquainted  with  his  neighbors  a  m 
a  half  a  mile  away,  he  does  not  feel  that  social  interest  in  them: 
is  not   that  neighborhood  feeling. 

Mr.  Woods.  You  are  speaking  of  the  unlimited  liability  feati 

Mr.  Oi'SLEv.  I  am  speaking  of  the  rural-credit  societies  for 
time  loans;  that  is  what  I  mean. 

Mr.  Wood.  You  spoke  about  "indorsing"? 

Mr.  OusLEY.  Well,  even  in  the  limited-liability  associatioi 
borrower  must  furnish  security — some  neighbor. 

Mr.  Woods.  Yes ;  but  not  necessarily  signers  as  security  ? 

Mr.  Oi'SLEY.  Oh,  no;  some  good  security.     But  I  spoke 
neighbor  indorsing  for  him,  just  as  evidence  of  the  friendly  r 
that  exists  there  and  does  not  exist  with  us. 

Mr.  Woods.  Of  course,  there  are  two  systems  over  there,  you 

Mr.  OusLEY.  Oh,  yes. 

Mr.  Woods.  You  spoke  of  the  tenant  class  being  restle 
rather  turbulent. 

Mr.  OusLEY.  Yes. 

Mr.  Woods.  What  is  your  suggestion  as  to  assisting  them  an 
ing  conditions  better?  " 
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Mr.  OusLEY.  As  I  stated,  at  the  opening  of  my  remarks,  I  have  no 
re  or  confident  remedy.  I  am  simply  hoping  to  aid  them  by  some 
Muis  that  will  afford  them  a  cheap  rate  of  interest  and  a  long  time 

£ay  for  their  homes. 
X.  Woods.  Well,  do  not  those  tenant  classes  that  vou  speak  of 
ed  assistance  more  than  the  man  who  has  the  farm  half  paid  for 
id  well  stocked? 

Mr.  OusLEY.  I  can  not  saj  that  one  has  the  need  more  than  the 
her,  but  they  both  need  assistance. 

Mr.  Woods.  Would  it  not  be  of  greater  advantage  to  the  Govern- 
ent  to  assist  them?    Would  they  not  make  better  citizens?         . 
Mr.  OusLEY.  The  tenants? 

Mr.  Woods.  Yes;  if  they  were  encouraged  to  become  owners. 
Mr.  OusiiEY.  It  makes  better  citizens  of  them  if  they  become  home 
mers ;  yes,  sir. 

Senator  Mollis.  To  what  part  of  Texas  did  John  W.  Gates  go? 
Mr.  OusLBY.  Port  Arthur. 
Senator  Hollis.  How  far  is  that  from  you? 
Mr.  OusLEY.  That  is  away  down  on  the  coast. 
Senator  Holus.  Do  you  know  whether  land  values  went  up  in  that 
cinity  after  he  established  himself  there? 
Mr.  OusLEY.  Do  you  mean  in  his  oil  business? 
Senator  Holus.  I  did  not  know.    I  thought  he  went  into  business 
neraUy  there. 

Mr.  OuBLEY.  No;  he  went  into  that  Port  Arthur  commercial  de- 
lopment. 

Senator  Hollis.  Oh,  I  see. 

Mr.  OusLEY.  I  do  not  think  that  had  much  affect  on  land.  He  did 
t  do  any  farming. 

Mr.  BuLKLBY.  Are  most  of  those  tenants  anxious  to  own  farms  of 
Bir  own? 

Mr.  OusLEY.  Yes,  sir. 

Mr.  BuLKLEY.  What  proportion  of  them  have  half  the  price  of 
e  farm,  so  that  they  could  buy  under  this  system? 
Mr.  OusLEY.  A  very  small  proportion  of  them,  because,  under  pres- 
t  conditions,  they  can  not  accumulate  much. 

Mr.  BuLKLEY.  Well,  now,  if  we  should  accept  a  plan  allowing  them 
borrow  on  long  time  50  per  cent  of  the  value  of  their  farms,  very 
w  of  them  would  be  able  to  take  advantage  of  it? 
Mr.  OusLEY.  Very  few  of  them  would  be  able  to  take  advantage  of 
immediately;  but  many  of  them  would  begin  to  get  themselves 
to  condition  to  Jake  advantage  of  it.  They  would  strain  themselves 
id  deny  themselves  and  save  up  money. 

Mr.  fiuLKLEY.  You  think  that  they  would  save  more  money  if 
ey  had  that  prospect  in  view,  do  you  ? 

Mr.  OusLBY.  I  think  they  would  save  more  money  if  they  had 
at  prospect  of  cheap  money  at  long  time.  I  think  many  of  them 
)uld  begin  to  accumulate  by  self-denial  of  the  most  rigid  kind, 
it  when  you  face  this  condition,  Mr.  Bulkley,  where  a  man  who  is 
t  any  too  energetic  to  begin  with,  that  he  must  pay  $100  an  acre 
r  land,  and  he  has  got  to  buy  it  on  five  years'  time — 100  acres  of 
-you  can  see  what  it  amounts  to,  even  without  the  improvements. 
i  can  not  pay  for  it  out  of  the  ground  in  five  years;  it  is  utterly  im- 
ssible  for  him  to  do  that.     It  costs  him,  in  labor,  allowinof  him- 
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self  and  his  family  a  wage  of  only  $1  a  day — it  costs  him  12  cents 
pound  to  grow  cotton  under  those  conditions. 

Mr.  BuLKLEY.  Do  they  ordinarily  have  any  great  difficulty  in  g 
ting  those  five-year  loans  extended? 

Mr.  OusLEY.  No ;  they  have  no  difficulty  in  getting  them  extend 
but  thev  always  have  to  pay  a  big  commission. 

Mr.  Woods.  You  spoke  of  100  acres  of  farm  land  for  $100  an  aci 
that  would  be  $10,000. 

Mr.  OusLEY.  Yes,  sir. 

Mr.  Woods.  Under  this  proposed  system  it  would  be  necessary  1 
a  man  to  have  $5,000  cash  before  he  bought  that  land? 

Mr.  OusLEY.  Yes,  sir. 

Mr.  Woods.  Do  you  think  there  is  any  man  in  Texas  now  v 
really  wants  to  buy  a  farm  and  who  has  $5,000  and  does  not  buy  or 

Mr.  Platt.  Is  not  land  held  at  a  speculative  value  in  Texas?  L 
not  too  high  ? 

Mr.  OusLEY.  That  is  a  maiter  of  opinion.  Do  you  mean  to  i 
whether  it  is  worth  the  price  as  an  earning  proposition  ? 

Mr.  Plait.  Yes. 

Mr.  OusLEY.  That  is  a  matter  of  opinion,  as  to  how  much  you  o 
sider  a  fair  rate  of  interest.  I  do  not  think  lands  in  Texas  are  yic 
ing  as  much  as  the  ordinary  bank  rate  of  interest  on  an  investor 
so  you  might  say  that  the  values  are  somewhat  speculative. 

Mr.  Plait.  When  you  speak  of  cheap  money,  you  do  i^ot  M 
sirily  mean  5  per  cent  or  some  rate  of  mterest  that  is  not  obtai] 
by  anybody  in  Texas,  do  you  ?  You  mean,  for  instance,  the  a^ssr 
rate  of  interest  merchants  pay  or  that  anybody  else  would  pay, 
you  not?  Suppose  farmers  could  get  money  as  cheaply  as 
average  merchant  in  Texas? 

Mr.  OusLEY.  I  think  they  would  be  entirely  satisfied. 

Mr.  Platt.  That  is  what  I  wanted  to  know. 

Mr.  Ousi^Y.  Yes;  I  think  they  would  be  satisfied;  but  they 
not  get  it  at  that  rate  in  my  State. 

Mr.  Platt.  There  are  evidently  good  reasons  for  that,  because  i 
can  not  give  the  security  under  the  present  laws. 

Mr.  OusLEY.  That  would  not  affect  the  vendors'  lien  note,  Tl 
is  no  higher  security  in  the  world  than  the  vendors'  lien  note. 

Mr.  Platt.  The  rates  of  interest  are  always  higher  on  tt 
than 

Mr.  OusLEY  (interposing).  Yes;  but  the  homestead  is  simply 
available  for  a  loan,  so  that  does  not  affect  the  rate  of  interest 

Mr.  Platt.  How  do  you  go  about  collecting  the  vendors'  li 
Suppose  they  do  not  pay  them? 

Mr.  OusLEY.  They  are  foreclosed :  just  like  a  mortgage. 

Mr.  Platt.  Do  you  mean  that  they  practically  are  mortgages! 

Mr.  OusLEY.  Yes:  they  are  practically  mortgages.     So  that  tl 
is  no  better  security  in  the  world  than  the  vendoi^s  lien,  and  we  on 
to  get  the  money  on  them  at  a  low  rate  of  interest,  but  we  do 
Now.  I  understand  that  Mr.  Moss  in  his  State  can  get  mone] 
practically  5  or  6  per  cent  on  some  of  the  farm  lands  there? 

Mr.  Moss.  Yes;  that  is  the  ordinary  rate  of  interest  in  my  sec 
of  country.  Six  per  cent  would  be  considered  the  ordinary  b 
rate  and  would  be  considered  high.     There  is  a  great  deal  of  mc 
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3n  promissory  notes,  I  am  satisfied,  at  less  than  6  per  cent, 
t  is  the  ordinary  rate. 
)u8LEY.  Yes. 

kloss.  The  tax-free  bonds  are  selling  to  the  local  banks  at  a 
n,  bringing  4^  per  cent  interest.     At  the  proper  time  I  will 
efore  the  committee  actual  sales  of  bonds  m  my  own  section 
!r  cent,  which  were  sold  to  a  local  bank  at  a  premium. 
)usLEY.  Yes;  you  will  understand,  gentlemen,  that  I  am  dis- 

this  bill  purely  from  the  standpoint  of  my  local  environ- 
nd  I  presume  that  is  what  you  want. 
?LATT.  Yes. 
^loss.  But  is  this  not  true,  Col.  Ousley,  that  where  bonds  are 

to  sell  is  where  interest  rates  are  now  very  high? 
)u8LEY.  Yes,  sir. 
rloss.  And  thus  it  is,  you  will  nearly  always  find  that  the  land 

cheap  compared  with  the  conditions  I  am  talking  about. 
)usLEY.  I  did  not  quite  understand  that, 
rloss.  I  say  that  where  interest  rates  are  high  and  where  bonds 
3e  hard  to  sell,  is  it  not  true  that  the  land  values  are  cheaper 
ey  are  in  the  sections  where  interest  rates  are  lower? 
DusLEY.  I  presume  that  is  true. 

Platt.  I  do  not  believe  that  is  always  true.  For  instance, 
1  good  land  in  my  territory  that  sells  for  $60  or  $75  an  acre, 

it  would  probably  produce  just  as  much  as  that  land  in  Texas 

an  acre ;  it  is  within  75  miles  of  New  York  City,  with  water 
irtation. 

Moss.  You  will  understand,  Mr.  Platt,  that  I  am  using  the 
'  cheap  "  and  "  high,"  relatively,  as  comparing  the  particular 
)rhooa ;  for  instance,  in  my  section  of  the  country  land  sells 

way  from  $75  to  $200  an  acre;  and  so  you  will  understand 

mean  by  "cheap." 
BuLKLEY.  Col.  Ousley,  what  has  been  the  general  tendency  of 

rates  on  mortgage  loans  in  Texas?     Have  they  been  going 

Ousley.  They  have  not  gone  down  perceptively  during  the 

of  my  observation  of  this  problem. 

BuLKLEY.  How  long  has  tnat  been? 

DusLEY.  Five  or  six  years. 

3uLKLEY.  You  do  uot  think  there  is  a  tendency  one  way  or  the 

t  the  present  time? 

Ousley.  I  would  modify  that  statement.     Money  is  freer; 

loney  is  offered.     Lenders  are  eager  now  for  mortgages  on 

md — on  vendors'  lien  notes.     That  condition  rather  indicates 

ncy  downward,  of  course,  because  where  money  gets  to  bidding 

jciirity  it  tends  to  reduce  the  rate  of  interest  of  course.    Dur- 

30  years  of  my  residence  in  Texas,  of  course,  money  rates  have 
d  very  sharply.  When  T  went  there  we  used  to  pay  1^  per 
month  for  a  little  loan. 

BuLKLEY.  In  the  absence  of  any  legislation  would  you  look 
d  to  money  going  down,  do  you  think? 
Ousi^Y.  Ifot  for  a  long  time;  very  slowly, 
tor  HoLLis.  Have  you  anvthing  further  to  suggest  to  the  com- 

Col.  Ousley? 
Ousley.  Nothing  further,  Mr.  Chairman. 
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Senator  Hollis.  Does  any  member  of  the  committee  desire  to  wk 
Col.  Ousley  any  further  questions?    If  not  we  will  hear  Mr.  Ady. 

STATEMENT  OF  ABEL  ADY,  OF  ELAHATE  FALLS,  OBEO. 

Senator  Holus.  What  is  your  business,  Mr.  Ady  ? 

Mr.  Ady.  Farming. 

Senator  Hollis.  You  have  had  some  special  experience  about  Ion 
on  lands;  will  you  tell  the  committee  about  that? 

Mr.  Ady.  Well,  at  present  I  am  president  of  the  Klamath  Wah 
Users'  Association,  an  organization  of  the  settlers  and  landowwi 
on  the  Government  project — ^the  Klamath  project. 

In  my  official  position  I  am  daily  meeting  with  the  farmers  wl 
are  in  financial  distress,  so  that  I  am  somewhat  familiar  with  tU 
conditions  and  their  needs. 

Senator  Hollis.  This  distress  that  you  speak  of,  is  it  widesprd 
and  due  to  some  particular  cause  ? 

Mr.  Ady.  It  is  quite  general  among  the  settlers,  the  real  hoiH 
makers  in  that  project. 

Senator  Hollis.  That  is,  they  have  not  been  able  to  get  ahead « 
fast  as  they  wanted,  and  they  are  short  of  funds?  j 

Mr.  Ady.  Short  of  funds,  due  to  various  reasons. 

Senator  Holms.  Will  you  tell  us  what  those  reasons  are? 

Mr.  Ady.  First,  the  project  was  estimated  to  be  completed  bjS 
Government  at  about  $16.40  per  acre,  and  farmers  entered  into  I 
contract  to  pay  whatever  it  might  cost,  believing  that  it  would  oi 
what  the  estimates  stated,  obligating  themselves  to  pay,  in  10  lumi 
payments,  the  payments  to  begin  when  water  was  delivered  npi 
each  farm. 

They  did  not  take  into  consideration  the  fact  that  in  addition  to 
paying  these  amounts  to  the  Government  there  would  be  quite  I 
heavy  amount  of  fencing,  farm  buildings,  leveling,  seeding,  etc,  4* 
would  probably  cover  all  they  would  be  able  to  produce  during  4i 
first  four  or  five  years. 

Mr.  BuLKLEY.  How  about  clearing;  is  there  any  of  that  toh 
done? 

Mr.  Ady.  Sagebrush ;  yes  sir. 

Mr.  BuLKLEY.  Does  it  cost  much? 

Mr.  Ady.  It  cost  from  $5  to  $10  an  acre  to  clear  tihe  sagd)rni 
alone ;  and  then  they  have  to  level  the  land,  and  that  will  range  frti 
$5  to  $20  per  acre,  according  to  the  condition  of  the  soil.  The  ifl 
vertising  was  done  generally  throughout  the  Nation  by  the  Interw 
Department,  the  Reclamation  Service — ^you  have  seen  it,  probalM 
it  said  "  Homes  to  the  homeless  on  the  irrigated  lands  of  the  Wew 
Naturally,  the  men  who  would  respond  would  be  the  homeless  rtm 
The  man  who  had  wealth  would  not  respond  to  that  kind  of  cJ( 
he  would  stay  in  the  civilized  country.  But  the  man  with  a  fjj 
himdred  dollars  would  go  out  and  put  his  few  hundred  dollars  H 
the  land,  believing  all  that  he  had  to  do  was  to  turn  on  the  wsiij 
and  reap  great  crops.  Where  the  necessity  for  spending  $10  orW 
for  leveling  and  $5  for  clearing,  and  the  fencing,  and  the  buildiDfl 
and  grubstaking  his  family  came  up  he  would  be  stranded,  of  couij 
He  would  be  helpless.    He  had  to  borrow  money,  which  he  could  dolj 
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^ing  10  per  cent,  and  in  addition  to  that  a  commission,  which  was 
lally  divided  between  the  lender  and  the  agent,  and  frequently  a 
:ius  beyond  that,  in  order  to  get  the  money. 

S'ext  year  he  would  have  to  borrow  more  money;  the  i^ext  year 
would  have  to  borrow  a  little  bit  more,  until  he  got  to  the  limit 
Ids  credit. 

Ifr.  Seldomridoe.  And  no  water? 

Mr.  Ady.  In  some  instances  no  water.  But  on  the  project  in 
lich  I  am  interested  he  got  water;  some  of  them  did  not  get  water, 
e  have  been  for  years  making  an  appeal  to  the  Government  and 
B  Department  of  the  Interior  for  an  extension  of  time,  and  there 
B  bills  now  pending  before  Congress  that  will  doubtless  give  us  an 
tension  of  tmie  for  the  payment  of  the  amount  due  to  the  Govern- 
mt  for  delivering  water  upon  the  land. 

But  that  is  not  all  that  we  need.  Our  people  are  in  debt,  and  at 
e  rate  of  10  and  12  per  cent  interest  on  the  deferred  payments  for 
tt  balance  due  upon  their  land ;  and  it  requires  more  than  the  land 
til  produce  to  pay  the  rates  of  interest  and  pay  the  Government 
^ges  as  per  past  demands. 

^r.  BuLKLEY.  What  are  those  deferred  payments  due  on  the  land  ? 
did  not  quite  understand  that? 

Mr.  Ady.  These  lands  on  this  particular  project  were  all  private 
ids  prior  to  the  Government  undertaking  to  irrigate  them. 
i4r.  BuLKLEY.  And  are  these  settlers  undertaking  to  pay  some- 
Og  in  addition  to  the  Government's  charges? 
dj.  Ady.  Yes;  these  settlers  are  paying  their  purchase  price  to  the 
ixier  owners  of  the  land. 
ift-.  Bui-KiEY.  How  much  is  that? 
i4j.  Ady.  From  $25  to  $150  an  acre. 

^.  BniiKiiBY.  Do  you  mean  to  say  that  they  could  sell  that  land 
&iout  water  for  $125  an  acre? 

ifc.  Ady.  They  have  sold  some  of  it  subject  to  the  Government's 
:   for  that  price. 

dtp.  BuLKLBY.  What  Government  tax? 

dt.  Ady.  The  Government  tax  covers  the  cost  of  irrigating,  build- 
r  the  reservoirs,  and  the  ditches,  tunnels,  etc.,  to  irrigate  the  lands, 
tf  r.  BuLKLEY.  Then,  do  you  mean  to  say  that  the  cost  of  irrigating 
I.  first  lien? 
Idr.  Ady.  A  first  lien. 
kdr.  BuLKiiBY.  Then  the  owner  of  the  unirrigated  land  sells  it 

•  $25 

Mr.  Ady  (interposing).  From  $25  to  $150,  subject  to  the  Govern- 

Ht  lien. 

Idr.  BuLKLBY.  Uncleared  land? 

Ifr.  Ady.  No  ;  the  uncleared  land  would  be  $25  an  acre ;  it  depends, 

Km  the  improvements  and  condition  of  the  lands. 

ICr.  BuLKUEJY.  Well,  did  you  give  as  high  as  $25  for  uncleared 

^f 

ICr.  Ady.  I  have  known  of  none  of  it  selling  for  less  than  that. 

ifr-  BuiiKLBY.  You  have  to  pay  the  cost  of  the  water  in  addition 

that? 

Mr.  Ady.  We  have  to  pay  the  cost  of  the  water  in  addition  to  that, 

iich  will  range  from  $30  to  $50  an  acre. 
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Mr.  Hayes.  It  is  the  same  everywhere  in  the  West  where  I  know 
anything  about  it.    It  is  so  in  Colorado. 

Mr.  Ady.  It  is  the  same  everywhere. 

Mr.  BuLKLEY.  You  may  proceed. 

Mr.  Ady.  Now,  the  conditions  that  we  need  help  on  are  these: 
When  we  appeal  to  outside  banks  for  loans,  the  outside  banker  al- 
ways refers  the  matters  to  the  local  banks  before  advancing  the 
money.  You  are  familiar  with  that  dodge.  The  local  buiker  his 
such  a  good  thing  of  it  that  he  advises  tne  outside  banker  he  does 
not  loan  on  that  find  of  property,  because  he  likes  his  10  and  12  per 
cent  and  the  bonus  sometimes  for  getting  it. 

You  will  readily  see  how  a  cooperative  bank  that  would  take  the 
deposits  of  the  farmers  and  take  in  some  Government  money  wodd 
prevent  our  people  being  constantly  bled  by  sharks.  We  are  quite 
m  hope  that  some  such  conditions  would  he  developed  in  tiw  neir 
future. 

Mr.  BuLKLEY.  Now,  do  you  say  that  the  actual  cost  of  tlie  Govern- 
ment project  putting  water  on  this  property  runs  to  $30  on  acre! 

Mr.  Ady.  From  $30  to  about  $60  an  acre. 

Mr.  Bulkley.  You  mean  on  other  projects,  do  you  not? 

Mr.  Ady.  Yes ;  on  ours  it  is  $30.  That  is  one  of  the  lowest  proje^ls 
in  the  West. 

Mr.  Bui-iKLEY.  The  actual  cost  was  $30  an  acre? 

Mr.  Ady.  Yes,  sir. 

Mr.  Bulkley.  About  double  the  estimate? 

Mr.  Seldomridge.  Yes. 

Mr.  Ady.  Yes;  and  the  cost  of  most  of  the  projects  will  be  fery 
nearly  double  the  regular  estimates  of  10  years  ago. 

Mr.  Bulkley.  What  is  the  character  of  that  land?  Ts  it  all  irriiei- 
ble;  is  every  acre  good? 

Mr.  Ady.  Yes;  that  that  they  put  under  the  big  ^gtem.  Tbers 
may  be  occasional  patches  here  and  there  that  are  not  good.  Bat 
those,  I  suppose,  are  provided  for  and  do  not  worry  us. 

Mr.  Bulkley.  When  they  distribute  the  cost  do  they  distribate 
it  against  all  the  land? 

Air.  Ady.  Yes;  all  the  irrigable  land. 

Mr.  Bulkley.  Is  there  any  rocky  land  in  there  ? 

Mr.  Ady.  There  is  rocky  land,  but  it  is  not  taxed. 

Mr.  Bulkley.  So  you  pay  the  $30  only  on  that  part  which  is 
irrigable  and  capable  of  being  used? 

Mr.  Ady.  Yes. 

Mr.  Bulkley.  As  to  the  amount  which  the  settlers  owe  to  the 
Government,  do  they  pay  any  interest  on  that? 

Mr.  Ady.  No,  sir;  with  the  exception  of  the  last  20-year  bondk 
Those  will  draw  4  per  cent  interest.  Those  were  issued  two  jea% 
ago.  But  very  little  of  that  monw  has  been  spent.  But  the  ori"""^ 
amount  that  came  from  the  sale  or  timbers  of  me  West  and  that 
from  sale  of  Government  lands  is  loaned  to  the  settlers  witboil 
interest. 

Mr.  Bulkley.  So  that  the  actual  cost,  amounting  to  $30  an 
does  not  include  interest  on  the  investment?    The  Government  retH 
loses  interest,  does  it  not? 

Mr.  Ady.  The  Government  loses  interest,  but  it  is  only  loani* 
to  the  farmers  of  tiie  West  the  proceeds  of  their  own  resources.    T< 
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derstand  that  we  in  that  respect  are  like  a  boy  going  to  his  father 
d  asking  for  a  loan  of  what  ne  has  helped  to  produce. 
Mr.  BuLKiiBY.  Yes. 

Mr.  Ady.  But  the  thing  that  is  burdening  us  is  the  amount  of  in- 
pest  we  have  to  pay  to  the  original  landowner.  The  result  of  the 
[igation  and  the  putting  in  of  these  projects  was  only  to  boost  the 
ice  of  the  land  in  the  hands  of  the  original  owners,  and  we  buy 
em  from  the  orimial  owners. 

Mr.  BuLKUBT.  How  much  did  it  raise  the  price  on  your  land,  for 
simple? 

Mr.  Ady.  Oh,  they  were  worth  an  average  of  $7  an  acre,  and  they 
Id  for  an  average  of  $50  an  acre. 

Mr.  BuiiKLEY.  They  sold  for  an  average  of  $50  an  acre? 
Mr.  Ady.  Yes;  they  were  worth  an  average  of  $7  an  acre  10  years 
?o,  when  I  went  in  there,  and  they  have  now  sold  for  an  average 
r  $50  an  acre. 

Mr.  BuiiKiiEY.  Did  these  private  owners  make  that  large  profit  by 
»son  of  the  Government  ^oing  in  there? 

Mr.  Ady.  They  surely  did,  and  they  are  the  men  who  are  lending 
16  money  now  at  10  and  12  per  cent. 
Mr.  Bui^KiiBY.  That  is  a  very  interesting  fact. 
Mr.  Hayes.  Well,  was  there  no  Government  land  in  this  project 
tall? 

Mr.  Ady.  None  at  all. 
Mr.  Hayes.  That  is  very  unusual. 

Mr.  Ady.  There  are  several  other  projects  of  the  same  kind. 
Mr.  Hayes.  I  did  not  know  that  there  was  anv. 
Mr.  Ady.  There  is  the  Salt  River  project,  with  $10,000,000  invested 
nder  the  same  conditions. 

Mr.  Bulkley.  What  proportion  of  those  settlers  have  been  able  to 
take  all  their  payment^  and  keep  "  trimmed  up  "  ? 
Mr.  Ady.  We  had  a  meeting  of  our  settlers  last  August,  when  As- 
stant  Secretary  Miller  and  me  present  director  of  the  Reclamation 
ervice  visited  our  project.  At  the  assembled  meeting  of  our  people 
asked  the  question  as  to  how  many  of  them  had  been  able  to  meet 
leir  payments  up  to  that  date  without  going  into  debt,  and  thre« 
ut  of  the  entire  number  had  done  so. 
Mr.  BuLKLEY.  What  was  the  entire  number? 

Mr.  Ady.  About  400,  and  those  three  admitted  that  they  paid  th** 
larges  out  of  other  resources  than  the  lands. 

Mr.  SEij)OiCRn)GE.  Well,  now,  if  the  Government  should  relinquish 
B  right  to  collect  its  payments,  say,  for  15  or  20  years,  could  not 
lese  people  gradually  work  out  of  the  obligations  to  the  owners  of 
16  land? 

Mr.  Ady.  Yes;  but  even  that  would  be  unjust.  We  are  not  asking 
tt  that;  we  are  only  asking  that  they  reduce  it  sufficiently  so  as  to 
ake  it  possible  for  us  to  meet  those  payments. 

Mr.  SELDOMRrocE.  But  granting  the  fact  that  there  is  not  only  a 
m  upon  these  lands  now  held  by  the  Government,  but  also  a  further 
m  held  by  the  landowners,  to  what  extent  could  the  Government 
me  in  and  relieve  that  condition,  when  these  people  have  nothing 
the  way  of  security  to  offer?  What  equity,  in  other  words,  have 
ey  in  this  land? 
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Mr.  Ady.  The  Government  holds  the  first  lien,  and  the  origin 
landowners  hold  the  second  lien;  the  mortgage  to  him  is  the  secoi 
lien. 

Mr.  Seldomridce.  Yes;  the  mortgage  is  the  second  lien ;  now.  wi 
have  they,  what  equity  upon  which  to  base  or  to  secure  ii  ? 
further  loan  ? 

Mr.  Ady.  The  landowners  usually  require  from  25  to  60  per  i 
down.  So  that  the  balance  due  to  the  landowner  is  a  percent 
low  enough  to  make  him  absolutely  safe;  and  when  the  land  is  ' 
cleared  and  fenced  and  improved,  after  several  years  of  hard  w 
by  the  settler,  it  is  a  very  good  proposition  for  the  original  o¥ 
to  foreclose.  And  that  is  the  thing  that  we  have  been  strugg 
against  last  year  and  have  made  desperate  attempts  to  get  the  ( 
ernment  to  extend  our  time  on  the  Government  lien,  in  order  to  ! 
us  from  foreclosure  and  enable  us  to  pay  all  of  our  crop  return 
the  original  landowner  and  get  him  out  of  the  way. 

Mr.  Seldomridge.  If  they  get  rid  of  the  present  lien  by  a  long-l 
loan  running  15  or  20  years,  that  would  help  them  out  of  that 
dition,  would  it  not? 

Mr.  Ady.  The  present  law  is  going  to  do  that. 

Mr.  Bulkley.  That  does  not  take  care  of  the  amount  which  I 
owe  the  original  landowners,  does  it  ? 

Mr.  Ady.  No. 

Mr.  Hayes.  No;  but  we  could  pass  a  law  something  like  this  bi 
the  Moss-Fletcher  bill — and  they  could  then  refund  those  debt 
those  cases  that  you  speak  of  where  the  settler  has  improved 
land,  cleared  it,  and  fenced  it,  and  so  on. 

Mr.  Ady.  That  is  what  I  am  suggesting. 

Mr.  Hayes.  He  could  come  into  one  of  these  banks  and  sec 
enough  money  to  clear  him  all  up — the  Government  debt  and 
could  he  not? 

Mr.  Ady.  I  should  think  so. 

Mr.  SELDOMRrooE.  What  is  the  average  mortgage  indebtedness  u 
this  land  per  acre,  apart  from  the  Government  obligations  ? 

Mr.  Ady.  The  average  is  $20. 

Mr.  Seldomridge.  $20  per  acre  ? 

Mr.  Ady.  Yes ;  $20  per  acre. 

Mr.  Hayes.  What  is  that? 

Mr.  Ady.  The  average  of  the  mortgage  indebtedness  of  the  1< 
There  is  occasionally  a  farm  that  is  clear  of  debt. 

Mr.  Seldomridge.  And  how  much  are  the  average  holdings  of 
settlers? 

Mr.  Ady.  About  80  acres. 

Mr.  Hayes.  And  what  is  the  land  worth  when  he  gets  it  clea 
off  in  shape  to  cultivate  ? 

Mr.  Ady.  From  $90  to  $100  an  acre. 

Mr.  Seldomridge.  So  that  with  a  small  owner,  from  $1,50( 
$2,000  would  meet  his  requirement  ? 

Mr.  Ady.  It  would. 

Mr.  Hayes.  $2,500,  or  something  like  that  ? 

Mr.  Bxjlkley.  Is  that  project  pretty  well  sold  out? 

Mr.  Ady.  It  is  quite  extensively,  in  small  holdings. 

Mr.  Seldomridge.  ^Vhat  interest  are  thev  paying  on  land  n 
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Mr.  Ady.  Not  less  than  8  per  cent,  and  that  is  only  on  the  de- 
jired  payments  upon  sales  of  land. 
Mr.  feuLKLEY.  what  is  the  extent  of  the  whole  project? 
Mr.  Ady.  Thirty-six  thousand  acres  at  present,  but  there  is  twice 
lat  amount  yet  to  be  reclaimed. 

Mr.  BuLKLEY.  Has  most  of  that  36,000  acres  been  taken  up  by 
ttlers? 

Mr.  Ady.  It  has  been  sold  to  homesteaders  by  the  original  owners. 
Mr.  BuLKLEY.  Almost  all  of  it? 
Mr.  Ady.  Yes,  sir. 

Mr.  Seij)Omridge.  Has  it  sold  on  long  time? 
Mr.  Ady.  Usually  on  rather  short  time. 

Mr.  Seldomridge.  What  do  you  mean  by  "rather  short  time"? 
Mr.  Ady.  From  two  to  j&ve  years — too  short  a  time  for  a  man  to 
lake  it  from  the  lands ;  and  it  would  leave  an  excellent  opportunity 
>r  foreclosure  befoie  the  man  can  make  it. 

Mr.  SELDOMRrooE.  Did  the  Government  go  in  and  develop  that 
'oject  without  there  being  any  Government  land  to  be  developed 
it — do  you  mean  to  tell  the  committee  all  of  the  land  under  the 
eject  was  in  the  hands  of  private  individuals  ? 
Mr.  Ady.  I  will  explain:  All  of  the  uplands — all  of  the  36,000 
res — was  wholly  private  land  before  the  Government  went  in. 
xere  were  two  lake  beds  to  be  included  in  the  project,  and  one  of 
ose  was  afterwards  cut  out  of  the  project. 

Mr.  SEU)OMRn)GE.  Do  you  want  us  to  infer  that  the  people  who 
rived  the  greatest  benej&t  from  that  project  were  individuals,  and 
at  there  was  no  development  of  Government  lands  through  this 
'oiect? 

Mr.  Ady.  The  original  landowners  are  the  persons  who  got  the 
oiefit  of  the  Government  working  on  that  project;  yes,  sir.  Some 
•  them  still  remained  there,  but,  then,  most  of  rhem  are  in  the 
mMng  business  now.     [Laughter.] 

Mr.  Seuoomridge.  Well,  I  supposed  that  the  Goverrmeut  reclaina- 
Dn  projects  were  simply  to  aevelop  unused  a  ad  unoccupied  land 
lat  was  open  to  entry  and  was  not  available  without  irrigation? 
Mr.  Hayes.  That  is  what  I  thought.     I  thought  that  was  the 
ovemment's  primary  purpose. 

Mr.  BuiiKLEY.  Mr.  Ady,  you  have  had  some  association  with  set- 
ers  on  projects  other  than  your  own,  have  you  not? 
Mr.  Ady.  I  have. 

Mr.  BuLKiiEY.  What  are  those  other  projects? 
Mr.  Ady.  Oh,  some  twenty-odd  diflPerent  projects. 
Mr.  BuLKLEY.  In  what  States? 

Mr.  Ady.  Washington,  Nevada,  Arizona,  New  Mexico,  and  Colo- 
ido. 

Mr.  BuiiKLEY.  Now,  what  has  been  your  association  with  those 
;her  projects? 

Mr.  Ady.  I  personally  did  the  agitating  and  the  pioneer  work  to 
•ganize  these  settlers  on  all  the  diflPerent  projects  into  a  national 
jsociation,  for  the  purpose  of  urging  legislation  that  would  save 
leir  home  conditions  for  the  home  mjiers. 

Mr.  BuLKLEY.  Have  you  been  around  among  those  other  projects? 
Mr.  Ady.  Many  of  them ;  yes,  sir. 
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Mr.  BuLKMiY.  Do  you  find  similar  conditions  to  those  you  de 
scribed  on  your  own  project  on  the  others? 

Mr.  Ady.  Yes. 

Mr.  Hates.  In  all  of  them? 

Mr.  Ady.  Almost. 

Mr.  Hayes.  In  Fallon,  Ner.,  were  the  conditions  the  same? 

Mr.  Ady.  Practically. 

Mr.  Hayes.  It  did  not  start  that  way — it  was  all  Government  land 
when  it  started? 

Mr.  Ady.  It  was  all  Government  land,  but  the  payments  to  the 
Government  in  10  annual  installments  were  too  high  and  the  citizens 
were  unable  to  pay  that. 

Mr.  Hayes.  That  is  all  right,  but  I  wanted  to  find  out  how  it 
started.  Now,  are  you  familiar  with  the  EUamath  River  project  in 
northern  California? 

Mr.  Ady.  That  is  what  I  am  representing.  I  am  president  of  the 
association  of  farmers  in  E[lamath,  Oreg.,  and  have  been  for  years. 
It  is  in  Oregon. 

Mr.  Hayes.  That  is  not  in  Oregon. 

Mr.  Ady.  All  of  the  reclaimed  lands  are  in  Oregon.  It  is  the  lab 
beds  that  are  in  California. 

Mr.  Hayes.  And  that  would  be  public  land  ? 

Mr.  Ady.  But  they  have  cut  that  out  from  the  project. 

Mr.  Hayes.  Why;  do  you  know? 

Mr.  Ady.  I  do  not  know.  I  lost  all  I  had  in  the  world  because 
they  cut  it  out.    I  had  my  money  invested  in  that. 

Mr.  Hayes.  Did  they  not  have  water  enough  to  cover  all  three 
places  ? 

Mr.  Ady.  There  is  water  in  the  lower  Klamath  Lake  and  there 
is  water  in  the  Klamath  project  to  irrigate  ten  times  over  all  the  land 
they  have  got  there. 

Mr.  SELDOMRmoE.  Then,  as  I  understand  it,  this  project  was 
originally  begun  to  take  care  of  this  lake  region  that  you  have  mtst 
tioned,  and  tnat  was  the  principal  object  of  the  project,  but,  indi- 
rectly, it  has  only  taken  care  of  the  people  that  owned  the  land  aad 
not  the  entire  section.    Is  that  correct? 

Mr.  Ady.  It  was  to  take  care  of  about  45,000  acres  in  the  Baht 
Lake  and  about  75,000  acres  of  the  lower  EUamath  Lake  and  inci- 
dentally about  an  equal  number  of  acres  of  private  lands  that  ocM 
be  very  conveniently  included  in  the  project.  The  practice  has  been* 
however,  to  cut  out  the  lake  beds  that  had  the  Government  lands  m 
put  in  the  private  lands,  and  the  rest  to  be  considered  some  time  in 
the  future — the  Lord  only  knows  and  He  will  not  tell  when. 

Mr.  Seldomridge.  Yes."  Then  the  Government  did  not  originallj 
devise  the  project  simply  to  assist  private  landowners — its  porpoee 
was  to  take  care  of  the  public  lands  f 

Mr.  Ady.  Its  purpose  was  to  take  care  of  both,  in  its  origin. 

Mr.  SELDOMRrooE.  But  when  it  worked  it  out,  it  resulted  in  the 
private  landowners  getting  the  benefit  and  the  public  land  atiB 
being  with  the  benefit.    That  is  the  condition,  is  it? 

Mr.  Ady.  Yes,  sir.  Now,  in  the  Salt  River  project,  there  arc  abiMil 
150,000  acres  of  private  lands  and  about  10.000  acres  of  Gt>vemiiiait 
lands  have  been  added  to  that. 
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Mr.  Hayes.  That  is  in  Arizona,  is  it  not? 

Mr.  Ady.  That  is  in  Arizona.  That  is  the  largest  project  we  have 
ft  the  country.  I  do  not  know  where  the  Government  land  was  that 
istified  the  expenditures. 

Mr.  Seldomridge.  Well,  this  discussion  is  not  germane  to  the  bill, 
nt  I  would  like  to  know  the  reason  that  the  projects  you  referred 
>  did  not  take  care  of  the  public-land  situation  here.  W  as  it  due  to 
ft  engineering  difficulty  or  lack  or  water,  or  what  was  the  cause  ? 

Hr.  Hayes.  Or  because  there  was  no  demand  for  the  land,  or  what! 

Mr.  Ady.  One  lake  bed  they  cut  out  upon  the  report  of  the  soil 
Mferts  of  the  Department  of  Agriculture.  The  first  report  cam- 
■ied  the  land  favorably  to  the  overflow  lands  of  the  Sacramento 
alley,  and  which  were  then  worth  $200  per  acre.  Those  published 
|>orts  were  such  as  would  induce  any  man  to  invest,  and  I,  with 
aers,  invested.  Then  later,  the  soil  experts  reported  that  the  land 
IS  questionable,  and  a  little  bit  later  they  reported  that  it  was  more 
estionable,  and  finally  the  market  broke,  so  that  I  lost  what  I  had 
d  other  men  did  the  same. 

Mr.  Sbldomridge.  Were  those  reports  verified  by  any  practical 
QQonstration  ? 

Mr.  Ady.  By  an  analysis  of  the  soil     The  lands  are  all  under 
.ter ;  they  are  overfow  lands. 
Mr.  SELDOMRmoE.  Yes. 

Mr.  Platt.  The  United  States  Government  is  a  rather  uncertain 
ent  on  whose  recommendations  to  buy  land  then  ? 
Mr.  Ady.  Sometimes. 
Mr.  Platt.  It  is  a  pretty  uncertain  corporation  to  do  business  with, 

general  principles. 
mr.  Hayes.  I  am  afraid  it  is. 

Mr.  Platt.  The  worst  trust  in  the  country  is  the  United  States 
>vernment;  there  is  no  doubt  about  that — the  worst  to  do  busi- 
Bs  with,  or  have  anything  to  do  with. 

Mr.  Ady.  I  will  make  the  same  suggestion  that  I  did  to  the  De- 
ortment  of  the  Interior.  Uncle  Sam  is  no  better  than  the  man 
:io  represents  him,  and  if  the  man  who  represents  him  is  a  shyster, 
ncle  Sam  is  a  shyster.  That  has  been  our  experience  in  the  West, 
at  if  the  man  who  represents  Uncle  Sam  is  a  square  fellow,  with 
mpathy  for  the  man  on  the  ground.  Uncle  Sam  is  all  that  he  ought 

be. 

31r.  Platt.  Is  not  the  trouble — since  we  are  in  a  discussion  that  is 
It  ffermane  to  the  bill  under  consideration  anyhow — ^is  it  not  the 
onble  that  the  corporation  or  trust  known  as  the  United  States 
(nremment  is  altogether  too  big  to  be  handled  economically?  It 
ks  to  do  too  many  things. 

Mr.  Ady.  Either  that,  or  else  it  is  not  trying  to  do  enough — and 
think  it  is  the  latter. 

Mr.  BxjLKLEY.  Mr.  Ady,  if  we  worked  out  some  plan  for  loans  to 
I  made  to  actual  farm  owners  for  productive  purposes,  do  you  be- 
nwe  in  placing  a  limit  on  the  amount  any  one  man  can  borrow  ? 
yb.  Ady.  Most  assuredly  I  would. 
Mr.  BtTLKLBT.  What  would  you  make  the  limit? 
Mr.  Adt.  $2,000  or  $8,000. 
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Mr.  BuLKLEY.  Do  you  think  that  is  enough  to  take  care  of  a  man 
having  a  farm? 

Mr.  Ady.  It  is  enough  for  a  start. 

Mr.  Hayes.  Would  you  not  make  it  $5,000? 

Mr.  Ady.  No. 

Mr.  Ragsdalb.  Do  j^ou  mean  that  you  would  apply  that  to  the 
entire  United  States,  without  regard  to  the  local  conditions  that  might 
obtain  in  the  different  sections? 

Mr.  Platt.  You  would  not  loan  a  man  $5,000  on  a  $10,000  farm,  i 
lOO-acre  farm  worth  $100  an  acre? 

Mr.  Ady.  A  man  with  that  class  of  farm  would  not  need  Grovern- 
ment  help. 

Mr.  Platt.  This  is  not  Government  help ;  this  is  banking. 

Mr.  Ady.  I  supposed  that  we  were  considering  Govemment  as- 
sistance. 

Mr.  BuLKLEY.  Well,  Mr.  Ady's  answer  is  a  fair  answer  to  my 
question.  I  meant  Government  assistance.  I  did  not  mean  a  direct 
loan  from  the  Government,  but  I  did  assume  Government  assistance. 

Mr.  Ady.  In  case  of  Government  assistance  I  would  limit  the 
amount  so  as  to  do  the  greatest  good  to  the  greatest  number;  and 
only  to  such  amounts  as  would  be  absolutely  necessary  to  assist  the 
man  to  make  a  home  in  good  faith  for  himself.  But,  in  where  I 
am,  it  would  not  be  a  matter  of  taking  chances  at  all ;  half  a  millioo 
dollars  could  be  placed  in  that  county  m  60  days  on  gilt  edge  security 
at  6  per  cent  interest. 

Mr.  BuLKLEY.  Would  they  be  satisfied  to  get  it  at  6  per  cent? 

Mr.  Ady.  Yes,  sir;  although  they  would  like  to  have  it  for  less. 

Mr.  BuLKLEY.  Of  course. 

Mr.  Baosdale.  Do  you  not  think  yourself  that  6  per  cent  would  be 
a  high  rate  ? 

]V&.  Ady.  I  do ;  yes. 

Mr.  Hayes.  You  think  5  per  cent  would  be  better,  do  you  not? 

Mr.  Ady.  Rather. 

Mr.  Hayes.  That  is  what  I  thought. 

Mr.  Ady.  Although  I  have  paid  33^  per  cent  bonus  to  get  money 
in  my  own  country. 

Mr.  Hayes.  What  do  you  think  would  be  a  reasonable  rate? 

Mr.  Ady.  Under  present  economic  conditions,  6  per  cent  would  be 
a  reasonable  rate. 

Mr.  Hayes.  That  is  what  I  thought;  but  you  did  not  seem  to 
think  so. 

Mr.  Ady.  Oh,  no.  I  guess  I  must  have  misunderstood  your  ques- 
tion ;  you  wanted  to  know  whether  I  thought  it  would  be  high. 

Mr.  Hayes.  Yes. 

Mr.  Ady.  I  would  think  so,  under  economic  conditicms. 

Mr.  Bulkley.  Do  you  mean  high  in  the  sense  of  hard  to  pay' 
[Laughter.] 

Mr.  Ady.  Yes.  ^  ^ 

Senator  Homjs.  Does  any  member  of  the  committee  desire  to  tfk 
any  questions  of  Mr.  Ady. 

If  not,  I  would  like  to  ask  Mr.  Scudder  to  express  his  view,  in  thi 
few  minutes  we  have  left  before  1  o'clock,  about  what  could  be  doM 
to  handle  the  Texas  situation. 
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iDDITIONAL  STATEMENT  OF  S.  D.  SCXTDDES,  OF  NEW  YORK 

CITY. 

Mr.  SciJi>D£R.  It  seems  to  me  a  very  easy  proposition.  The  objects 
f  the  bill,  as  far  as  the  land-mortgage  proposition  is  concerned,  are 
vo:  First,  to  aid  in  the  improvement  of  the  property,  and,  second, 

•  aid  in  the  purchase  of  the  property. 

For  the  first  object  you  would  not  naturally  get  the  homesteader 

•  Texas,  but  you  could  cover  it  under  the  second  object  very  easily, 
r  changing  the  phraseology,  or  adding  to  the  phraseology  "&«t 
jndors'  lien,"  which  lien  is  j^bsolutely  as  good  as  a  first  motgage 

•  a  first  deed  of  trust.  All  you  would  have  to  add  would  be  the 
iraseology  covering  vendors  or  "  purchase-money  "  liens. 

Mr.  Platt.  Would  that  be  necessary? 

Mr.  HArES.  Could  those  be  transferred — are  they  transferable? 
Mr.  ScuDDKR.  Oh.  yes ;  this  paper  is  largest  in  circulation  in  Texas 
kday;  I  believe  also  in  Louisiana;  and  perhaps  in  Arkansas,  but 
would  not  be  sure  about  that. 

A  person  buying  a  piece  of  property  in  Texas  and  giving  a  vendors' 
en  is  giving  as  gooa  a  lien  as  you  could  get  under  a  deed  of  trust 
r  a  mortgage.  If  foreclosed  you  can  get  the  property  just  as  quickly 
s  if  you  held  a  mortoage  or  deed  of  trust. 

Senator  Hollis.  How  would  it  do  to  say  in  the  bill  "farm-land 
)ans"  and  then  define  farm-land  loans? 
Mr.  ScuDDER.  So  as  to  cover  the  different  States  ? 
Senator  Hollis.  Yes.    So  as  to  cover  the  different  States  and  the 
ifferent  classes  of  collateral,  and  then  leave  the  determination  of 
hat  loans  and  securities  come  up  to  the  standard  to  the  authority 
f  the  commissioner  of  farm-land  banks,  or  somebody  else.    It  oc- 
irs  to  me  that  that  is  the  way  it  might  be  handled  in  different 
ictions  of  the  country,  by  placing  the  authority  with  some  official 
)  say  what  is  the  equivalent  of  a  first  mcrtgage  in  different  section 
f  the  country. 
Mr.  ScuDDER.  Yes. 

Mr.  Moss.  I  would  like  to  say,  Mr.  Chairman,  that  I  have  re- 
eived  a  letter  from  a  banker  in  Wisconsin,  where  they  are  putting 
recent  State  law  into  effect.  He  stated  that  the  language  of  the 
iw  itself  would  not  have  permitted  it  to  go  into  operation,  under 
be  most  favorable  conditions ;  but  the  large  powers  that  were  given 
0  the  State  official  made  it  possible,  under  his  regulations,  to  remedy 
ome  of  the  defects  of  the  law  itseli;  and  the  law  was  put  into  opera- 
ion  under  the  regulations  of  the  State  official.  And  the  suggestion 
t  this  banker  was  that  there  ought  to  be,  in  a  law  of  this  kind,  the 
>ower  to  make  regulations  of  that  kind  to  overcome  just  the  diffi- 
alties  that  you  have  suggested,  and  I  think  that  is  true. 
Senator  Hollis.  Yes. 

Mr.  Platt.  Would  not  the  commissioner  of  farm-land  banks  rule 
lat  those  vendors'  liens  are  mortgages? 

Senator  Hollis.  I  should  think  he  would;  but  we  ought  to  take 
ire  of  those  contingencies. 

Mr.  ScuDDER.  My  point  is  that  where  you  are  covering  the  case 
r  the  language  of  the  bill  for  some  States  where  there  are  no  mort- 
iges,  by  saying  "first  deeds  of  trust"  you  can  at  the  same  time 
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cover  those  other  States  where  they  have  the  very  best  paper  of  tlut 
kind  that  there  is,  the  "  first  vendors'  liens." 

Mr.  Platt.  Anything  that  is  security  for  land  is  a  mor^ge;  it 
does  not  make  any  difference  what  they  call  it  in  one  State  or 
another. 

Senator  Hollis.  I  do  not  think  it  is  a  mortgage,  however. 

Mr.  Hayes.  No  ;  it  is  a  lien,  but  not  a  mortgage. 

Senator  Holus.  You  will  find  that  the  law  nooks  are  full  of  the 
differences  between  liens,  deeds  of  trust,  mortgages,  conditional  sales, 
and  so  on. 

Mr.  ScuDDER.  You  see,  in  Texas  a  homesteader  can  not  give  i 
"  mortgage,"  but  he  can  sell  his  property  and  allow  a  vendors  Uen 
to  remain  on  it.  A  person  in  Texas  having  property  outside  of  the 
homestead  can  give  a  mortgage  on  that  portion  that  is  outside  of 
the  homestead. 

Mr.  Platt.  But  a  vendor's  lien  is  a  mortgage ;  you  say  he  has  the 
land  as  security? 

lyir.  Hayes.  It  is  a  lien,  but  not  a  mortgage. 

Mr.  ScuDDEB.  It  is  a  first  lien,  but  not  a  mortgage. 

Mr.  Platt.  They  are  exactly  the  same  thin^. 

Mr.  ScuDDER.  But  you  have  got  to  define  it  m  the  bill,  or  you  close 
it  out 

Mr.  BuLKLEY.  Is  there  any  doubt  that  vendors'  liens  may  be  re- 
funded— for  instance,  that  a  homesteader  can  give  a  new  mortgage 
for  the  purpose  of  paying  off  the  vendor's  lien? 

Mr.  ScuDDER.  No ;  tnere  is  no  doubt  at  all.  It  would  be  absolutd? 
good  in  Texas.  We  used  to  attach  the  taken-up  "  vendor's  lien  "  to 
the  new  "mortgage  paper,"  so  as  to  show  that  for  all  time  that  there 
could  be  absolutely  no  question. 

Mr.  Hayes.  And  is  it  good  in  anybody's  hands  until  the  lien  is 
satisfied  ? 

Mr.  Scudder.  Absolutely  good. 

Mr.  Platt.  Mr.  Scudder,  there  is  one  question  that  I  asked  Col. 
Ousley,  though  not  for  the  record :  Is  there  any  special  reason  why 
these  vendors'  liens  should  bear  as  high  a  rate  it  they  are  just  ts 
good  as  mortgages? 

Mr.  Scudder.  They  do  not.  You  can  get  them  at  a  lower  rate  of 
interest  in  Texas  than  on  mortgages  to-aay. 

Mr.  Platt.  Do  they  promote  speculation  in  land  rather  than  pro- 
duction? 

Mr.  Scudder.  No;  if  anything,  they  prevent  speculation.  A 
vendor's  lien  has  the  earmarks  of  a  bona  fide  purchase.  A  vendort 
lien  is  the*  actual  purchase  price 

Mr.  Ragsdale.  What  might  be  called  a  "purchase-price  mort- 
gage"! ! 

Mr.  Scudder.  Yes.  ,    ,    ,. 

Mr.  Platt.  When  a  man  has  borrowed  on  a  vendor's  noi,  he  caa 
not  get  any  further  loan  on  that  security.    Is  that  not  an  mdii» 
ment  for  a  man  to  borrow  with  the  idea  that  it  is  going  to  incraM  ^ 
in  value,  rather  than  with  the  idea  of  making  it  produce  sometiungt.i 

Mr.  Scudder.  Well,  there  are  some  sales,  of  course,  made  in  Tens  ' 
on  vendors'  liens  in  installments;  for  instance,  a  man  will  pay  «•• 
quarter  down  in  cash,  and  he  will  give  three-quarters  of  the  parchaae 
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'fice  in  vendors'  lien.s,  payable,  say,  one-quarter  in  two  vears,  one- 
uarter  m  four  years,  and  the  third  quarter  in  six  years.  Under  this 
III  he  could  not  make  a  loan  on  more  than  the  first  two  installments, 
^ch  would  represent  50  per  cent  of  the  original  purchase  price, 
he  other  and  last  installment  he  would  have  to  raise  on  a  second 
ortgage.  In  other  words,  this  man  would  have  to  provide  for  a 
cond  mortgage  on  his  property.  But  the  same  principle  of  allow- 
g  a  50  per  cent  loan— or  whatever  the  percentage  is  in  the  bill— 
ould  applv  to  the  "vendor's  lien"  as  well  as  to  a  lien  called  a 

nort^age ''  or  "  deed  of  trust " 

Mr.  JPlatt  (interposing).  Well,  does  not  this  system  permit  the 
rning  over  of  the  land— buying  with  a  vendor's  lien — and  when 
man  can  not  delay  any  more  the  only  thing  he  can  do  is  to  pay  it 
f;  and  if  he  can  not  do  that,  the  only  thing  he  can  do  is  to  self  it? 
oes  not  that  promote  sales  rather  than  production  on  the  land? 
Mr.  ScuDDEB.  The  idea  of  "vendors'  liens"  makes  it  easier  for 
le  homesteader  to  get  a  piece  of  land.  I  will  say  that  this  has  been 
le  result  in  Texas;  that  because  of  this  vendor's  lien  and  the  excel- 
nt  security  it  affords,  a  homesteader  or  a  man  who  wants  to  get  a 
iece  of  property  is  able  to  purchase  it  more  easily  than  if  it  was 
mply  a  mortgage  proposition ;  because  if  I  have  a*  piece  of  land  of 
JO  acres,  and  I  want  to  sell  it  to  a  person,  I  am  more  apt  to  sell  it 
nder  a  vendor's  lien,  and  more  apt  to  get  a  fair  price  because  of 
ie  vendor's  lien,  than  if  there  was  simply  a  mortgage  law,  which 
^ould  only  allow  the  borrower  to  go  out  and  get  50  or  60  per  cent  ot 
lie  value  of  his  land,  whereas  I  am  williujg  to  sell  it  to  him  on  a 
eador's  lien,  leaving  perhaps  75  per  cent  oiit  to  remain  under  such 
lien. 

Mr.  Platt.  It  promotes  sales,  then  ? 
Mr.  ScuDDEB.  It  does  help  a  man  to  get  a  piece  of  land. 
Mr.  Platt.  It  helps  to  sell  a  piece  of  land  if  he  owns  it.    Those 
e  only  two  different  ways  of  saying  the  same  thing. 
Mr.  ScuDDEB.  Yes;  naturally  it  must  work  both  ways.    It  oper- 
es  to  make  land  more  liquid. 

Mr.  Ragsdale.  The  natural  tendency  of  it  is  to  break  up  the  large 
rms  into  small  farms,  with  that  many  additional  home  owners,  is 
not? 

Mr.  Scuddeb.  Undoubtedly;  and  that  has  been  a  great  benefit  to 
szas.  It  has  been  made  possible  to  split  up  those  big  ranches  and 
ive  homesteaders  come  tnere,  and  I  think  it  has  been  a  blessing 
ther  than  a  detriment. 

Mr.  Platt.  But  it  does  promote  speculation  in  land,  because  it 
t)mote8  sales,  does  it  not? 

Mr.  Scuddeb.  No;  it  is  just  the  other  wav;  it  develops  the  home- 
)ader.    It  induces  the  man  who  has  a  little  money  to  come  in  and 
'e  on  his  land,  and  to  split  np  those  big  ranches. 
Mr.  Platt.  And  to  turn  around  and  sell  it  again? 
Mi.  Soui»>eb.  No;  because,  if  he  has  bought  it  and  paid  one-quarter 
it,  say,  25  per  cent,  he  has  ^ot  a  25  per  cent  interest  in  that  farm  - 
ij  in  certainly  a  large  majority  of  cases,  there  must  be  some  object 
'  his  putting  every  dollar  that  he  has  into  the  purchase  of  this 
id,  other  than  speculation.    Generally  speaking,  the  man  who  pays 
miall  amount  on  his  land  has  been  the  ^^  settler,"  and  not  the 
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"  speculator."    Your  theory  may  work  in  the  case  of  city  lots,  but 
it  does  not  go  in  the  case  of  farm  lands. 

Mr.  I^ATT.  If  those  vendors'  liens  are  such  good  securities,  why 
should  they  bear  such  a  high  rate  of  interest,  as  Col.  Ousley  testi- 
fied that  the  rate  of  interest  paid  on  those  vendors'  liens  was  above 
the  ordinary  rate  of  interest  in  the  community,  as  I  understood. 

Mr.  ScuDDER.  Did  he?  That  has  not  been  my  experience.  Of 
course,  there  are  special  instances  where  a  large  discount  is  obtain- 
able in  the  purchase  of  vendors'  liens,  when  those  notes  represent  i 
very  large  proportion  of  the  value  of  the  property  sold,  and  the 
holder  desires  to  realize  cash  at  once  on  those  notes ;  but  my  experi- 
ence has  been  that  ordinarily  the  vendors'  lien  has  the  advantage  over 
a  mortgage  or  deed  of  trust. 

Mr.  Ragsdale.  The  rate  on  the  vendors'  liens  ? 

Mr.  ScuDDER.  Yes;  that  has  not  been  my  experience.  My  experience 
in  Texas  was  that  vendors'  lien  notes — that  is, provided  the  "percent- 
age" was  confined  to  a  reasonable  percentage  of  the  value  of  the 
land,  brought  a  lower  rate  of  interest  than  mortgages.  In  otho* 
words,  when  I  was  loaning  money  in  Texas,  I  preferred  to  purchase 
a  vendors'  lien  (or  make  a  mortgage  by  deed  of  trust  to  take  up  i 
vendors'  lien)  provided  it  was  within  my  50  per  cent — that  was  my 
rule  in  those  days — than  to  make  a  straight  mortgage,  because  I  hid 
the  bona  fide  evidence  of  the  object  of  the  purchaser  of  that  prop- 
erty— ^generally,  the  object  was  improvement,  especially  where  it  wii 
a  refunding  of  a  vendors'  lien — and  I  knew  also  that  that  was  the 
very  finest  kind  of  security  under  the  Texas  law;  i.  e.,  the  vendorf 
lien  is  unassailable. 

Mr.  Bagsdale.  Aside  from  that,  the  very  fact  that  a  man  was  bay- 
ing a  piece  of  property  and  putting  his  money  in  it  would  show  that 
he  was  going  ahead;  whereas  a  man  giving  an  ordinary  mortgige 
might  mean  that  he  was  retrograding. 

Mr.  Scudder.  Yes,  sir. 

Mr.  Ragsdale.  One  is  the  case  of  the  acquisition  of  a  property, 
and  the  other  is  the  encumbering  of  a  property  ? 

Mr.  Scudder.  Yes,  sir. 

Mr.  Platt.  It  seems  to  me  that,  as  a  general  proposition,  if  a  nua 
holds  a  piece  of  property  on  which  he  can  not  Dorrow  and  upon 
which  he  owes  money,  the  only  thing  he  can  do  is  to  sell,  and,  there- 
fore, a  law  of  that  sort  must  promote  speculation.  It  can  not  do 
otherwise. 

Mr.  Scudder.  Dr.  Coulter  has  asked  the  question  whether  tbef 
have  the  "  deed-of -trust "  system  in  Texas.  I  will  say  that  they  •!» 
have  that  in  Texas ;  that  you  can  make  a  loan,  give  a  deed  of  truBl, 
and  follow  out  the  general  rules  of  a  deed  of  trust. 

Mr.  Hayes.  You  think,  then,  that  we  would  cover  the  Texas  sita*; 
ation,  if  we  were  to  put  into  the  bill  the  words  "vendors'  lien,"  or 
"  purchase-money  lien  "  ? 

Mr.  Scudder.  Yes ;  not  only  the  Texas  situation,  but,  perhaps^  thil 
*  of  other  States — Louisiana  and  others. 

Mr.  Hayes.  Yes.  . 

(Thereupon,  at  12.55  o'clock  p.  m.,  the  subcommittees  adjourned^ 
until  to-morrow,  Wednesday,  March  4, 1914,  at  10.30  o'clock  a.  m.) 
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WEDNESDAY,  MABCH  4,   1914. 

United  States  Senate, 

Washington^  D,  C. 
The  subcommittees  met  at  11  o'clock  a.  m.,  Hon.  Robert  J.  Bulkley 
presiding. 

Present:  Senator  Hollis  and  Representatives  Stone,  Seldomridge, 
Hayes,  Woods,  and  Piatt. 

GrrATEKENT  OF  JOHN  SPBUNT  HUL,  OF  DURHAM,  N.  C. 

Senator  Hollis.  Will  you  state  your  office  and  official  connection 
with  this  matter,  please  ? 

Mr.  Hill.  I  am  45  years  old;  a  farmer;  have  three  farms,  one 
operated  on  the  tenant  system  'and  two  operated  under  personal 
diroction  with  foremen.  I  am  president  of  a  loan  and  trust  company ; 
viee  president  and  general  manager  of  a  savings  bank  that  lends  a 
great  deal  of  money  on  city  and  farm  property  on  a  strictly  6  per 
cent  basis.  I  have  had  many  years'  experience  in  New  York  and 
Korth  Carolina  in  the  land-loan  business,  especially  in  fighting  loan 
flbarks  and  bringing  money  down  to  a  6  per  cent  basis.  I  am  a 
director  and  promoter  and  a  larjge  stockholder  of  a  building  and  loan 
association,  and  am  familiar  with  its  workings  and  a  great  believer 
in  its  principles. 

I  was  a  member  of  the  American  commission  that  went  to  Europe 
to  study  rural  credits  and  cooperative  production  and  marketing, 
appointed  by  the  governor  of  North  Carolina,  and  traveled  at  my 

own  expense.    I  was  chairman  of  the  committee  on  rural  credits 

Senator  Hollis  (interposing).  Of  the  American  commission? 
Mr.  Hill.  Of  the  American  commission.    I  made  a  special  an  ex- 
tensive study  of  rural  credits  both  in  Europe  and  since  my  return. 
1  was  much  pleased  to  be  associated  with  my  friends  Dr.  John  Lee 
Coulter  and  Hon.  Ralph  Moss,  whom  I  see  present. 

Senator  Hollis.  Mr.  Hill,  have  you  made  any  printed  or  formal 
^report  of  any  kind? 

Mr.  Hill.  To  the  governor  of  North  Carolina;  yes,  sir.  I  will 
\nisxg  that  in  later.  I  wish  to  state  that  no  two  gentlemen  on  the 
irhole  American  commission  or  tl^e  United  States  commission  im- 
pressed me  more  favorably  than  these  two,  and  I  regret  that  I  have 
to  differ  with  them  as  to  their  conclusions  as  set  forth  in  the  Moss- 
Fletcher  bill  and  also  in  their  statements  before  this  committee. 
Probably  their  opinions  have  been  influenced  somewhat  by  their  sur- 
roundings and  by  their  personal  observations.  What  I  shall  say  is 
in  reply  to  many  statements  that  have  been  made  before  this  com- 

443 


Digitized  by 


Google 


444  RURAL  CREDITS. 


\ 


mittee.    It  has  no  personal  bearing,  as  I  have  great  respect  for  thm 
personally  and  they  are  my  friends. 

With  the  permission  of  your  committee,  I  will  take  up,  first,  i 
brief  discusion  of  the  Moss-Fletcher  bill ;  then  a  brief  reply  to  the 
statements  made  by  Messrs.  Moss  and  Coulter;  and,  third,  a  brid 
outline  of  a  general  plan  for  relief  to  be  granted  to  the  American 
farmers. 

The  Moss-Fletcher  bill  may  be  divided  into  two  parts — a  joint- 
stock  plan  and  a  cooperative  plan.  The  two  parts  are  loosely  tlm)wn 
together,  in  my  opinion,  and,  evidently,  the  cooperative  plan  was  ed 
afterthought  thrown  in  to  save  the  bill.  So  far  as  I  was  able  to 
observe,  no  other  country  attempted  to  unite  the  joint-stock  and  the 
cooperative  plan  under  one  particular  act.  They  do  not  mix  weD. 
The  joint-stock  idea  is  absolutely  and  fundamentally  opposed  to  the 
cooperative  altruistic  idea,  and  I  can  not  imagine  how  any  man's 
mind  can  associate  the  two. 

First,  the  joint-stock  plan.  I  wish  to  say  that  the  joint-stock 
plan  as  set  forth  in  the  Moss-Fletcher  bill  is  fundamentally  wrong 
m  principle,  has  been  repudiated  throughout  Europe  as  a  plan  ixx 
relief  of  farmers.  It  is  false  in  its  assumptions ;  it  will  prove  worth- 
less in  its  results ;  in  my  humble  opinion,  it  should  be  eliminated  from 
further  consideration  by  this  committee*  But  in  order  that  I  may 
develop  my  subject  in  proper  order  T  will  have  to  assume,  first,  thai 
tliere  is  a  real  need  in  this  country  at  this  time  for  fann-land 
banks — (a)  organized  for  profit;  (6)  owned  and  operated  by  moMj 
lenders;  and  (c)  devoid  of  altruistic  principles. 

This  brings  me  to  a  discussion  of  the  sections  of  the  Moss-Ffctdw 
bilL  section  by  section. 

Section  11,  page  24,  "  Restrictions."  Mr.  Moss,  on  page  29  of  his 
statement  before  this  committee  says: 

It  offers  you  a  system  of  banks  that  can  go  into  operation  at  once  in  eteiy 
State  of  the  Union  under  conditions  as  they  now  exist. 

Yet  the  bill  provides  that  these  banks  shall  be  only  operated 
in  those  States  which  pass  suitable  laws — first,  requiring  simplifici- 
tion  of  titles;  or,  in  other  words,  the  Torrens  land  system.  Thit 
in  itself  makes  the  bill  hopeless.  I  am  a  great  believer  in  the 
Torrens  land-title  system.  So  far  as  I  am  able  to  understandi 
only  the  State  of  Massachusetts  has  ever  practically  adopted  ft 
Torrens  title  system  as  a  working  basis.  Three  or  four  other  Staitt 
have  passed  such  laws.  The  State  of  North  Carolina  has  passed 
such  a  law;  and  yet,  so  far  as  I  know  no  title  has  been  roistered 
under  the  Torrens  system.  In  every  State  there  is  tremendoos 
opposition  to  it  on  the  part  of  lawyers  and  also  interested  peracM. 

Mr.  BuiiKLEY.  Mr.  Hill,  did  you  say  these  banks  could  not  operate 
in  any  States  that  did  not  adopt  such  a  law  ? 

Mr.  Hill.  That  is  the  restriction  of  the  bill,  as  I  understand  it 

Mr.  BuLKLEY.  Do  you  mind  my  asking,  Mr.  Moss,  r^^t  theve^ 
if  that  is  a  correct  understanding  of  the  bfll? 

Mr.  Moss.  Of  course,  Mr.  Chairman,  I  feel  that  Mr.  ffill  had 
better  go  on  and  make  his  statement  and  analysis  as  he  has  it — « 

Mr.  Hill  (interposing).  I  have  no  objection  to  the  interruptiQeL 

Mr.  Moss  (continuing).  And  then  I  will  ask  the  permissicm  d 
the  committee  later  on  to  put  my  own  analysis  on  the  propositkm. 
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Hill.  It  would  take  a  great  many  years  for  the  48  States  of 
[nerican  Union  to  be  educated  up  to  the  adoption  of  the 
LS  title  system;  therefore,  there  could  be  no  immediate  assist- 
>  the  farmers. 

nd  is  the  waiver  of  the  exemption  and  homestead  laws.  A 
like  Texas,  for  instance,  in  order  for  a  man  to  mortgage  his 

his  homestead,  and  200  acres  of  land,  it  would  require  a 
utional  amendment;  hence,  a  tremendous  campaign.    There 
ler  States  that  have  restrictions  along  this  line  very  difficult 
ove. 
d  is  taxation.    That  is  also  set  forth  in  section  18,  page  30, 

bill,  ^^  Exemption  from  taxation."  The  capital  stock  and 
come  derived  from  these  joint-stock-company  banks  and  the 
iges.  deeds  of  trust,  notes,  and  bonds,  shall  be  exempt  from 
il.  State,  and  local  taxation.  No  ^eater  obstacle  to  the 
iate  granting  of  relief  to  the  American  farmers  could  be 
d  than  that  one. 

of  these  restrictions  are,  in  my  judgment,  reasonable  and 
but  they  are  submitted  and  dwelt  upon  by  me  to  show  that 
could  be  no  immediate  relief  for  a  great  number  of  years 
this  bill.  Hence  the  real  facts,  in  my  jud^ent,  will  show 
ay  prospect  of  immediate  relief  is  not  based  on  the  facts, 
itor  HoLLis.  Mr.  Hill,  it  was  called  to  our  attention  yesterday 
le  bill  does  not  provide  that  a  land-title  system  or  that  a  mort- 
ystem  opposed  to  the  Texas  rule  was  necessary  for  the  estab- 
nt  of  the  bank  for  doing  business.  You  will  note  on  the  top 
;e  30  that  these  restrictions  apply  only  to  investment  in  these 
ank  bonds,  and  that  they  are  onlv  allowed  where  such  re- 
)ns  are  imposed.  Have  you  thought  of  that?  I  think  that 
t  the  bill  provides;  that  is  my  understandinje  of  it 
BDoLL.  That  may  be,  and  there  may  be  a  difference  of  opinion 
hat.  The  point  in  regard  to  restrictions  is,  in  my  opinion,  not 
serious  one^  and  I  only  mention  it  in  passing. 
Hayes.  Mr.  Chairman,  is  Mr.  Hill  going  to  point  out  why 
irticular  provision  he  speaks  of  is  gomg  to  prevent  the  relief 

desired? 

Hill.  Yes,  sir.  If  you  have  restrictions  that  can  not  be  over- 
•eadily  in  a  State,  why  then  that  would  appear  to  me  to  be  a 
i  objection  to  the  adoption  of  this  bill. 

Hayes.  Yes;  but  I  tnink  you  were  just  then  speaking  of  the 
tion  from  taxation  as  something  that  was  going  to  prevent 
jults  we  desire.  I  understood  you  to  say  so. 
Hill.  I  am  afraid  I  did  not  catch  the  question  exactly.  If  I 
7  understanding  of  it  is  this,  that  if  the  stock  of  these  banks, 
hese  banks  can  not  be  established  until  the  stock  of  the  bank 
[e  nontaxable  by  the  State  legislatures,  under  the  constitutions 

States  tiien  it  will  be  a  very  serious  restriction  that  will  pre- 
imiediate  relief. 

Hayes.  How?    That  is  just  what  I  want  to  understand. 
Hill.  Because  it  would  take  a  10-years'  campaign  to  educate 
jople  of  the  various  States  up  to  the  point  to  amend  their 
s  constitutions. 
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Mr.  Hayes.  They  do  not  have  to.  Don't  you  understand  thai 
United  States  can  exempt  from  taxation  so  the  States  can  not  p 
it,  a  bank  like  this — a  corporation  of  its  own  creation? 

Mr.  Hill.  No,  sir ;  I  do  not  understand  that  at  all. 

Mr.  Platt.  The  United  States  could  not  exempt  mortgages 
might  be  taken  by  the  banks. 

Mr.  Hayes.  No. 

Mr.  Hill,  It  is  not  a  municipality,  not  a  part  of  the  State,  i 
part  of  the  county. 

Mr.  Hayes.  I  am  not  sure  about  that. 

Senator  Hollis.  We  are  on  debatable  ground  there,  and,  so  f 
I  understand  the  bill,  we  do  not  attempt  to  make  that  a  conditi* 
having  the  banks  ffo  into  effect  in  any  State.  We  have,  or  at 
the  bill  provides,  they  shall  be  exempt.  Just  how  far  that  w 
effective  I  am  quite  doubtful,  and  it  is  something  we  will  ha 
examine  quite  closely. 

Mr.  Hayes.  The  thing  I  wanted  to  bring  out  was  to  know 
his  idea  was. 

Mr.  Hill.  The  time  it  will  take.  I  am  for  these  restrictioni 
it  is  the  time  it  will  take. 

Senator  Hollis.  That  is,  if  it  is  constitutional  and  prope 
Congress  to  provide  they  shall  all  be  exempt  fr(Mn  taxation,  yc 
for  it? 

Mr.  Hill.  Yes,  sir. 

Senator  Hollis.  But  you  are  not  in  favor  of  it  if  it  will* 
great  delay  if  we  exempt  it? 

Mr.  Hill.  Yes,  sir.  I  asked  the  representatives  of  the  Fai 
Union  of  North  Carolina,  with  whom  I  was  in  conference,  U 
sider  the  matter  of  exempting  land-mortgage  bonds  from  tax 
and  with  one  accord  they  opposed  it. 

Senator  Hollis.  What  were  their  grounds  for  that? 

Mr.  Hill.  They  thought  it  was  a  rich  man's  scheme  to  e 
taxation. 

Senator  Hollis.  That  is,  they  thought  the  lender  was  the 
who  paid  the  tax  and  it  did  not  reach  the  borrower? 

Mr.  Hill.  Yes. 

Mr.  Hayes.  They  have  the  same  prejudice  in  California. 

Mr.  Hill.  The  next  section  is  section  14,  on  page  25,  the  legs 
of  interest.  Under  the  head  of  "  Dividends  "  it  says,  "  The  divi 
shall  be  limited  to  the  legal  rate  of  interest  in  the  State  when 
banking  corporation  is  situate."  The  legal  rate  of  interest  in 
of  our  Eastern  States  is  6  per  cent.  It  ranges  from  6  to  10  pe 
in  the  Western  States.  Therefore  your  dividends  in  these  oa] 
the  Eastern  States  would  be  limited  to  a  lower  rate  than  in  the 
ern  States.  It  should  not  be  elastic.  If  this  bill  should  be  ad 
there  should  be  some  fixed  amount.  Your  market  for  your  bo 
practically  the  same  in  niany  centers.  I  presume  it  is  expecte 
the  bonds  will  sell  for  4|  per  cent.  Therefore  there  should  be  j 
rate  of  interest  instead  of  an  uncertain  rate  of  dividends. 

Mr.  Platt.  You  speak  of  section  14? 

Mr.  Hill.  Under  the  heading  of  "  C,  dividends." 

Mr.  Platt.  That  is  section  37  in  the  copy  I  have. . 

Senator  Hollis.  It  is  on  page  9  of  the  bill  before  us. 

Mr.  Hill.  Probably  my  numbering  is  a  little  different. 
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lator  HoLus.  It  is  a  little  different;  yes. 

.  Hill.  The  next  subject  is  the  statement  under  the  head  of 

idends  "  that  the  balance  of  such  net  earnings,  if  any,  shall  be 

buted  among  the  patrons  of  such  banking  corporation  in  pro- 

>n  to  the  amount  of  business  transacted  by  such  banks. 

lator  HoLLis.  It  is  "  with  "  such  banks  here. 

Hill.  It  is  "  by  "  such  banks  in  my  copy.  Transaction  with 
)anks. 

lator  Hollis.  That  means  the  amount  of  business  which  each 
n  does.    That  is  the  cooperative  plan  of  business. 

Platt.  This  is  all  cooperative. 

.  Hill.  The  whole  provision  is  taken  from  short-time  credit 
i  and  has  no  bearing,  in  my  mind,  upon  land-mortgage  banks 
;  would  be  impossible  to  carry  out;  would  create  a  tremendous 
:eeping,  and  should  be  stricken  from  the  bill.  If  there  should 
3fits  from  these  banks,  these  cooperative  banks,  they  should  not 
dded  like  a  cooperative  store  among  the  patrons,  but  they  should 
id  to  build  up  a  reserve  and  to  bnng  down  the  rate  of  interest. 
5  can  be  no  such  thing,  in  my  mind,  as  distribution  of  profits 
I  farmers  borrowing  money  from  long-time  on  banks.  It  would 
liculous  in  its  execution. 

5  next  section  in  section  14  is  under  the  subject  of  "  Capital." 
r  the  act  the  amount  of  capital  and  the  number  of  shal'es  into 
I  the  bank  is  divided  it  is  provided  that  such  capital  shall  in  no 
►e  less  than  $10,000 — in  my  opinion  a  most  ridiculous  provision, 
can  any  man  who  has  made  any  study  of  the  subject  of  laiid 
^ges  conceive  of  a  land-mortgage  bank  doing  business  with 
K)  capital,  issuing  bonds,  paying  overhead  charges,  paying  for 
al  work,  having  an  agent  to  sell  the  bonds^  bookkeeping,  pay- 
>r  a  fiduciary  agent?  It  is  inconceivable,  m  my  mind,  for  so 
a  bnnk. 

lator  Hollis.  Where  would  you  place  the  limit,  Mr.  Hill  ? 
.  Hill.  The  limit  should  not  be,  under  any  circumstances,  less 
1100,000,  and  perhaps  $200,000. 

lator  Hollis.  Right  there:  You  know  there  is  a  large  number 
ry  useful  national  banks  doing  business  on  $25,000  capital  ? 
.  Hill.  Yes. 

lator  Hollis.  Tell  iis  why  so  much  larger  capital  is  needed 
land-mortgage  bank. 

.  Hill.  Because  the  national  banks  with  small  capital  do  not 
to  market  bonds.  The  whole  principle  of  land-mortgage  banks 
s  around  the  proposition  of  marketing  your  bonds  at  a  low 
>f  interest.    If  the  bonds  are  not  marketed  at  a  low  rate  of  in- 

you  can  not  bring  any  5  per  cent  or  4^  per  cent  money  to  the 
jrs.  It  seems  to  me  that  any  bill  Congress  should  enact  ought 
n  to  bring  money  to  the  farmer's  door  at  at  least  5  per  cent. 
can  a  litfle  bank  of  $10,000  capital,  with  overhead  charges  of 
p  cent,  perhaps,  with  clerk  hire,  pay  for  the  issuing  and  market- 
f  bonds? 

.  BuLKLEY.  Is  not  that  very  thing  done  in  Europe  by  banks 
ut  any  capital  stock  at  all  ? 

.  Hill.  No,  sir.    I  shall  show  you  by  the  evidence  I  will  come  to 

he  bond-issuing  institutions  in  Europe  are  tremendous  institu- 

There  is  no  authority  whatever  for  this  trifling  $10,000  bank 
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It  is  one  of  the  worst  provisions  I  have  ever  seen.  I  can  not  cou- 
ceive  how  any  man  could  think  of  a  $10,000  bank  who  has  studied 
conditions  in  Europe. 

Senator  Hollis.  Will  you  just  amplify  that?  You  mean  they 
have  to  have  so  much  money  tied  up  at  any  one  time  in  the  lotm 
they  have  made  before  they  "can  convert  those  loans  into  bonds  and 
sell  the  bonds,  and  you  mean  that  that  takes  a  large  amount  ol 
canital  ? 

Mr.  Hill.  Yes,  sir.  I  also  mean  that  the  small  bank  is  at  a  great 
disadvantage  in  selling  its  bonds  in  comparison  with  the  large  banks 

Senator  Hollis.  You  mean  on  account  of  its  lack  of  credit? 

Mr.  Hill.  Yes,  sir.  It  also  means  that  where  large  banks  ar 
organized  they  will  be  able  to  sell  bonds  at  a  lower  rate  of  int^es 
and  therefore  be  able  to  sell  money  to  the  farmers  at  a  lower  rate  o 
interest.  Therefore  the  small  bank  will  be  crowded  out  of  ccmipeti 
tion  in  a  few  years. 

Mr.  BuLKLEY.  That  sounds  all  right,  theoretically.  I  wish  yw 
would  throw  the  light  of  experience  on  that  as  much  as  yon  can,  an 
tell  us  what  are  the  smallest  banks  in  Europe  that  do  issue  bcmds. 

Mr.  Hill.  Yes ;  I  will  in  a  minute.  I  am  trying  to  base  my  whol 
speech  on  the  evidence  I  have  here,  and  I  will  give  you  the  evidenc 
as  it  is. 

To  secure  the  blessings  of  sninll  loans  to  the  farmers,  it  is  not  necessary  i 
have  smaH  banks. 

The  experience  of  European  countries  is  just  to  the  contrary.  0 
page  391  of  the  evidence  of  the  American  and  the  United  State 
commission,  under  the  head  of  "  German  mortgage  banks,'^  is  th 
following  statement : 

Moreover,  these  mortgage  banks  are  allowed  to  issue  mortgage  l>ond8  but  oal 
for  a  Slim  not  exceeding  15  times  the  amount  of  the  paid  up  capital  and  II 
reserve  funds  which  shall  be  created  solely  for  the  purpose  of  covering  deAeU 
for  the  security  of  the  holders  of  such  bonds*  In  Germany  we  now  have  I 
mortgage  banks,  which  have  together  loaned  out  on  mortgages  the  amoant  of  II 
000,000,000  marks,  but  only  6  per  cent  of  this  large  sum  is  loaned  out  cm  mfli 
property — the  great  majority  of  mortgages  are  given  on  land  in  towna  Til 
great  banks,  the  Central  Land  Credit  Joint-Stock  Co.  and  the  Bavarian  llflrt 
gage  Bank,  hold  together  90  per  cent  of  all  those  mortgages  on  agrlcultnil 
property,  so  that  all  the  other  joint-stock  mortgage  banks  have  no  great  fm 
portance  for  agricultural  purposes. 

Then  it  comes  to  this  point,  in  view  of  all  the  experience  in  Ger 
many  joint-stock  company  banks,  Avith  the  exception  of  two,  do  no< 
loan  money  in  any  appreciable  quantities  to  farmers.  Of  those  twi 
banks,  one  is  the  Great  Central  Bank  at  Berlin,  with  something  ot« 
$10,000,000  capital,  with  great  State  privileges,  with  a  different  pltf 
of  vahiation  from  other  banks  granted  to  it  bv  the  State.  When  tl 
of  the  other  banks  in  Germany  of  the  landschaften  kind  were  con 
pelled  to  value  on  a  basis  of  the  returns  from  the  land — that  is,  th 
valuation  should  not  bo  more  than  20  times  or  30  times  the  incoB 
from  the  land — this  one  great  institution  was  granted  the  gra 
privilege  of  lending  money  on  its  own  valuations.  It  also  had 
royal  commissioner  in  its  offices  at  all  times,  and  many  other  spedi 
privileges  from  the  Govornment. 

That  is  the  kind  of  a  joint-stock  bank  that  loans  money  to  ffirme 
in  Germanv. 
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a  other  countries  there  is  no  such  thing  as  a  joint-stock  company 
Tk  loaning  money  to  farmers  in  any  appreciable  ampunt 
senator  Sollis.  Does  this  particular  (3erman  bank  do  a  com- 
Tcial  business  also? 

It.  Hill.  I  will  read  what  it  does.  This  particular  bank  under- 
tes  bonds  of  municii)alities.  It  is  only  allowed  to  take  deposits 
to  one-half  of  its  capital  stock.    Cahill,  on  page  37,  says: 

^ith  the  object  of  furthering  rural  mortgage  credit  through  this  bank,  the 
te  accorded  to  it  special  privileges  not  possessed  by  the  other  Prussian  joint- 
ly mortgage  banks — a  royal  commissioner  and  valuation  matters.  The  pos- 
toa  of  the  power  of  making  independent  valuations  was  also  of  a  very  great 
erial  advantage. 

t  does  not  do  a  general  banking  business.  I  will  come  to  that  a 
le  later;  it  is  another  part  of  my  speech. 

hope  that  I  have  made  myself  perfectly  clear  that  relief  to 
mers  in  Germany  does  not  come  from  joint-stock  company  banks 
ned  by  money  lenders  and  operated  for  profit  and  not  operated 
>n  any  altruistic  principles.  Why,  therefore,  should  the  members 
any  commission  pick  as  its  model  this  giant  stock  bank,  with  its 
lions  of  capital,  with  its  special  privileges,  with  its  special  officers 
over  Germany?  This  bank  operates  all  over  Germany.  It  is  a 
sat  central  bank  operating  all  over  Germany,  and  when  it  was 
t  proposed  to  the  German  parliament  it  was  voted  down  because 
its  tremendous  powers.  let  the  gentlemen  take  this  bank  as 
ir  model  and  hand  to  the  American  farmers  a  bill  proposing  relief 
a  joint-stock  profit-making  plan. 

tfr.  Hayes.  You  do  not  count  the  Credit  Foncier  in  France,  a 
nt-stock  institutions,  then  ? 

Mr.  Hill.  In  a  measure;  but  it  is  so  surrounded  by  monopolistic 
i  lottery  and  other  State  privileges  and  grants  of  money  from  the 
ite  that,  in  my  judgment,  the  relief  that  the  Credit  Foncier  grants 
the  farmers  should  be  eliminated  from  discussion  before  this  com- 
ttee,  as  it  would  be  unfair  to  the  whole  proposition  of  land-mort- 
p  banks. 

Mr.  Hayes.  As  a  matter  of  fact,  does  the  Government  furnish 
ich  money  ? 

Ifr.  Hill.  It  organized  the  Credit  Foncier,  and  my  recollection 
that  it  loaned  them  about  $2,000,000  to  start  with. 
Mr.  Hayes.  That  is  all,  I  guess. 

Mr.  Hill.  I  am  coming  to  a  plan  somewhat  similar  to  that,  but 
nericanized  and  cooperative.     (Evidence,  p.  23.) 
Mr.  BuLKLEY.  That  is  page  23  of  Senate  Document  214,  is  it? 
Mr.  Hill.  No;  page  23  of  the  agricultural  cooperative  evidence, 
ten  by  the  commission. 

Under  the  Italian's  system,  such  loans  were  generally  made  by  public  utility  cor- 
ations,  such  as  savings  banks,  which  are  institutions  without  shareholders 
L  consequently  with  no  distribution  of  dividends.  *  *  *  The  surplus 
Added  to  the  reserve  fund  and  guarantees  all  the  operations  of  the  banks. 
dse  large  reserve  funds  are  the  strongholds  of  the  credit  of  the  banks. 

:iie  Milan  Savings  Bank  charges  4.88  per  cent  on  its  mortgage  loans,  inclu- 
5  of  everything.  It  can  afford  to  make  loans  at  this  low  rate  of  interest 
ause  It  is  a  public  utility  corporation  without  shareholders  nnd  therefore 
8  not  distribute  dividends.  The  charge  made  by  other  banks  issuing  such 
ds  Is  5.77  per  cent. 
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Which  verifies  my  point  made  above. 
Page  164,  in  regard  to  Hungary  r 

Q.  Have  all  the  banks  of  Hungary  been  forced  to  place  loans  on  real  ei 
on  nearly  the  same  basis  as  your  institution  and  those  similar  to  it?— A.  1 
are  forced  to  grant  money  practically  on  the  same  conditions,  but  a  I 
dearer.  Only  the  provincial  savings  banks  give  a  little  bigger  loan,  con 
sated  for  by  the  higher  rate  of  interest 

Mr.  BuLKLEY.  What  is  referred  to  there  "by  your  institatio 
Mr.  Hill.  The  Hungary  small-holding  banks. 

This  institution  and  the  provincial  savings  bank  are  distinctly  anUgoi 
by  reason  of  the  fact  that  In  former  times,  before  the  institution  of  cooper 
societies,  the  banks  were  able  to  lend  money  to  people  in  want  of  it  t 
enormous  rate  of  interest. 

Mr.  Platt.  Does  that  mean  the  savings  banks  ? 

Mr.  Hill.  The  savings  banks.  In  Hungary  the  savings  banb 
all  joint-stock  companies. 

Mr.  Platt.  Not  mutual  ? 

Mr.  Hill,  Not  mutual.     When  there  was  a  financial  crisis 
central  organization  of  the  country  savings  banks  was  oblip 
announce  at  the  general  meeting  that  52  institutions  had  to  be  w 
up,  but  not  a  single  cooperative  society  was  wound  up  for  the 
of  money. 

Talk  about  stability  and  permanency,  why  these  little  $1 
institutions  would  be  like  the  Hungarian  coimtry  savings  ban 
they  undertook  to  lend  money  on  long-time  mortgages. 

Evidence,  page  408,  under  the  "  Heading  of  Germany  "—the  1 
sian  land-credit  bank  operates  over  the  wnole  of  Germany;  it 
dividends  of  9^  per  cent — 

Q.  Do  the  bonds  you  sell  have  any  date  of  maturity? — A.  No  fixed  date. 

This  great  central  bank,  with  its  tremendous  capital,  issues  1 
that  have  no  fixed  date  of  maturity — a  scheme  entirely  difl 
from  what  has  been  evolved  here. 

Mr.  Bi  LKLEY.  Which  bank  is  that? 

Mr.  Hill.  That  is  the  great  joint-stock-company  bank  of  Gen 
lending  money  to  farmers. 

Senator  IIollis.  I  wish  you  would  explain  the  application  o: 
point,  that  they  do  not  have  any  fixed  time  of  maturity  for  the  b 

Mr.  Hill.  Well,  that  may  or  may  not  be  an  advantage,  a 
initial  money  of  the  institution  is  loaned  out  to  farmers  on  mortj 
jind  collateral-trust  bonds  have  to  be  issued  against  these  mort 
strictly  in  proportion  to  the  amount  outstanding.  Hence  the 
of  maturity  oi  the  collateral-trust  bond  is  of  no  particular  ii 
tance,  they  being  constantly  recalled.  It  is  an  endless-chain  p 
feition. 

Mr.  BuLKLEY.  Do  they  recall  them  in  order? 

Mr.  Hill.  I  think  not,  although  I  am  not  sure. 

Mr.  BuLKLEY.  Is  it  by  lot? 

Mr.  Hill.  By  lot,  they  are  generally  recalled.    The  actual 
ing  basis,  however,  is  that  the  bonds  are  not  issued  until  absc 
necessary.    If  you  have  funds  in  hand  you  use  those  funds  t 
to  the  farmers  and  do  not  issue  bonds  unless  necessary. 

Senator  Hollis.  The  point  is  that  it  must  be  to  the  advant 
any  institution  not  to  be  compelled  to  pay  money  at  any  pari 
date,  but  to  use  its  own  time. 
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Lr.  HiiiL.  Yes. 

enator  Hollis.  That  is  an  advantage,  of  course. 
Lr.  Hill.  Yes.    Mr.  Moss,  in  his  statement  on  page  19,  says,  "  We 
b  to  afford  every  possible  means  of  competition  among  them- 
es.'' 

am  unable  to  grasp  what  he  means  by  that  statement.  Two 
lU  lan<^ -mortgage  banks  in  the  same  community  competing  with 
mselves,  owned  by  money  lenders,  competing  to  lower  the  rates 
xiterest  to  the  farmers  is,  in  my  mind,  inconceivable.  Has  anyone 
^Iie  whole  history  of  the  American  people  ever  seen  money  sharks 
L  money  lenders  competing  with  each  other  to  lend  money  to  the 
Eners  at  a  low  rate  of  interest? 

ir.  Platp.  Mr.  Hill,  right  there,  if  I  may  interrupt  you :  We  had 
ontlemen  testify  here  a  day  or  two  ago  there  was  danger  of  these 
kka  being  organized  by  money  borrowers  who  would  appraise  their 
D  property.  That  was  one  of  his  chief  objections.  What  would 
I  say  to  that? 

fclr.  Hill.  I  would  say  that  the  organization  of  a  large  joint-stock 
apany  bank,  somewhat  like  the  Prussian  Central  ^ank,  would 
a  tremendously  profitable  institution.  All  of  these  concerns  make 
ney  rapidly.  Even  where  the  difference  between  the  interest 
«  of  the  trust  bond  is  only  one-quarter  of  1  per  cent  below  the 
erest  rate  of  the  money  loaned  to  the  farmers,  they  make  money. 
e  evidence  here  shows  that  these  institutions  make  a  great  deal 
money  with  a  reasonable  capital.  They  make,  perhaps,  $100,000 
r  year.  I  have  a  great  deal  of  information  here,  tabulated,  which, 
rhaps,  is  unnecessary  to  take  the  time  to  develop,  but  they  are 
imendously  profitable  institutions.  The  incentive,  if  any  man 
jited  to  go  into  this  proposition,  would  be  to  form  large  banks, 
t  small  banks.  Any  banker,  in  my  opinion,  would  not  be  so 
idish  as  to  organize  a  small  bank.  If  he  did,  he  would  lose  his 
mey. 

Mr.  Platt.  But  might  not  a  group  of  well-to-do  farmers  organize 
bank  themselves?  They  could  easily  raise  $10,000  in  some  parts 
the  country  ? 

Mr.  Hill.  My  reply  to  that  is  this :  The  whole  history  of  Europe 
ows  that  the  joint-stock  idea  is  absolutely  repugnant  to  the  in- 
fests of  farmers.  You  must  inject  into  the  banKS  the  altruistic 
ea,  the  idea  of  brotherly  love — of  standing  shoulder  to  shoulder — in 
der  to  make  the  institution  successful.  That  is  the  story  of  Europe, 
id  I  deny  that  there  is  any  substantial  authority  for  joint-stock 
mpanies  offering  relief  to  farmers  in  Europe.  Mr.  Wolf  and  other 
linent  authorities  will  sustain  my  point. 

Mr.  Stone.  Since  you  think  it  is  inconceivable  that  banks  having  a 
pital  stock  of  $10,000  will  be  organized,  do  ^ou  think  that  larger 
inks  will  be  organized?  They  are  not  prohibited  under  the  bill. 
Mr.  Hill.  It  is  quite  possible  that  some  large  banks  would  be 
ganized.  That  is  only  an  opinion.  In  my  judgment  they  should 
rt  be  encouraged  to  organize.  We  have  enough  banks  in  this 
tmtry  exploiting  farmers;  we  have  enough  money  lenders  in  this 
ontry  now.  We  now  have  one  bank  for  every  4,000  people  in  this 
imti7,  and  that  is  the  story  of  Germany  with  all  her  great  density 
popmation.    If  we  are  going  to  have  any  credit  banks,  let  us  put 
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the  strong  arm  of  the  State  behind  them,  so  that  the  rate  of  inM  \ii 
will  be  brought  down  to  the  farmers  at  5  per  cent  or  perhaps  4^. 

Senator  Hollis.  Mr.  Hill,  it  has  been  suggested  that  if  theae 
banks  were  formed  locally,  and  then  were  combined  into  an^ 
ciation,  say,  an  association  for  each  State,  that  that  State  assoditii  j^ 
might  furnish  the  investigation  of  the  security  of  the  loan,  i 
the  bonds,  and  so  forth.    Have  you  thought  of  that? 

Mr.  Hill.  Yes,  sir.    I  have  thought  of  that  a  great  deal.  It 
centralized  power  of  the  money  lender,  and  I  am  fighting  that,  aif 
I  propose  to  fight  it  as  long  as  I  live.    What  you  want  is  an  * 
tion  controlled  in  part  by  farmers  themselves.    No  other  ins 
will  brin^  money  down  to  the  farmer  and  bring  it  to  his  door 
a  reasonaole  rate.    Let  your  institution  be  contrmled  by  the  Ui " 
States  Government,  by  the  State  government,  and  inspected  by 
and  partly  controlled  by  the  farmers,  and  you  have  got  a 
sition  that  brings  money  to  the  farmer.    There  is  no  reason  wl 
in  my  opinion  for  injecting  the  money  lender  into  it    There  is . 
of  room  for  banks.    I  am  a  banker  myself,  and  I  am  proud' of 
and  I  want  to  say  here,  as  I  said  in  the  American  commission,  if 
question  of  cooperation  interferes  with  my  business^  then  by 
ness  is  wrong,  and  it  must  come  down.    This  proposition  of  brl  ^ 
money  to  the  farmers  must  be  settled  by  the  Government  and  not 
the  money  lenders. 

Senator  Hollis.  The  dangers  you  fear  would  be  very 
minimized  if  these  State  associations  of  banks  incorporated 
Federal  law  could  be  put  under  the  charge  of  the  Federal  "^ 
Board?    That  has  been  suggested. 

Mr.  Hill.  Well,  I  will  try  to  give  a  rough  outline  of  a  plan  I 
prefer. 

Senator  Hollis.  Take  that  in  your  own  time ;  I  only  make  thai 
as  suggestions.  I 

Mr.  Hill.  In  reply  to  Mr.  Moss's  statement  I  would  like  to  lAj 
if  banks  and  banking  corporations  compete  simply  because  they  art: 
given  the  privilege?  I  believe  it  is  the  experience  in  this  countajj 
that  our  Government  is  eternally  trying  to  make  them  compete  undi! 
the  provisions  of  the  Sherman  antitrust  law.  You  must  oe  abk  to! 
reach  the  great  money  centers  to  sell  these  bonds.  I  have  great  n-i 
spect  for  the  opinions  of  the  gentlemen  that  come  from  other  Staid 
Necessarily  my  opinions  are  somewhat  shaded  by  my  surroundii# 
What  we  want  in  the  great  South  is  to  bring  us  close  to  the  moi^^ 
centers  through  the  aid  and  assistance  and  the  brains  of  the  GoN 
emment.  I  can  borrow  money  in  New  York  at  4J  per  cent  fromy* 
to  year,  and  I  do  borrow  money  in  New  York  at  that  rate  now- 
something  like  $50,000.  My  security  is  no  better  than  the  improdt 
dependable  land  of  the  farmers  of  iforth  Carolina. 

Now,  the  whole  proposition  in  my  opinion  before  the  committee i 
to  bring  the  security  of  the  farmer  to  the  attention  of  the  mo*! 
centers  where  capital  is  cheap.    Capital  is  high  in  North  Carolina,  j 

The  report  of  the  committee  to  the  governor,  composed  of  r^ 
sentatives  of  the  Farmers'  Union  and  other  gentlemen,  and  mj«| 
shows  that  money  in  North  Carolina  loaned  to  the  farmers  ran^ 
from  8  to  20  per  cent;  and  I  was  astounded  at  your  GovemBwT 
expert,  Mr.  Thomson's  statement,  that  money  in  North  Carolina  w 
bemg  loaned  to  the  farmers  for  6  per  cent.    With  all  of  the  abiWJ 
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2at  jgentleman  and  the  aid  of  the  Government,  it  seems  that  the 

ey  tenders  constantly  and  eternally  deceive  this  Government 

Lt  the  prevailing  rates  of  interest. 

w.  Stone.  Do  you  get  the  money  in  New  York  at  4J  per  cent  from 

cy  lenders! 

T.  SxLL.  Yes^  sir;  from  banks  or  trust  companies. 

r.  Stone.  From  money  lenders! 

r.  HiLii.  Ym.  sir.  ^ 

7.  Stone.  Wny  is  it  that  yon  can  get  money  from  money  lenders 

I  per  cent  whereas  farmers  can  not  get  it  from  money  lenders  at 

than  8!    What  is  the  difference! 

Jr.  Hnii.  The  farmer  is  not  organized.    I  have  my  business  or- 

ized,  and  I  can  reach  the  New  York  trust  companies — ^the  invest- 

public  in  the  big  cities.    The  farmer  can  not  reach  the  inv^ing 

Bttator  HoLUS.  That  is,  the  farmer  has  to  reach  them  through  in- 

lediaries! 

br.  Hnx.  Yes,  sir;  he  has  jbo  reach  them  through  intermediaries. 

low  of  banks  that  borrow  money  in  New  York  at  5  per  cent  and 

loaning  it  to  our  people  at  from  8  to  12  per  cent.    I  tell  you,  what 

ure  said  on  the  pubhc  platform  in  North  Carolina,  there  is  more 

ury  in  one  State  in  theBouth  than  in  any  country  of  Europe. 

[r.  Plait.  Just  why?    When  you  borrow  money  from  banks  at 

)er  cent  you  put  up  a  security  that  can  be  marketed  instantly,  do 

not! 

Or.  Hill.  Yes,  sir. 

[r.  Platt.  Can  the  farmers  do  that? 

[r.  Hill.  Ybs.  sir. 

[r.  Platt.  What  kind  of  security  ? 

[r.  ELiLL.  The  land-mort^^e  trust  bond. 

[r.  Platt.  That  is  the  whole  thing,  is  it  not,  that  you  give  them 

cunty  which  can  be  marketed  reafily  ? 

t.  Hill.  It  must  be  marketable.    That  is  the  point  I  was  leading 

to.     And  it  must  have  a  tremendous  backing,  or  it  will  be 

twked  around  "  at  a  great  premium. 

[r.  BuiiKLEY.  AVhat  is  the  legal  rate  of  interest  in  North  Carolina? 

£r.  Hill.  The  legal  rate  is  6  per  cent,  and  it  is  a  misdemeanor  to 

)tjjge  more. 

IS.  BuLKLET.  It  is  a  misdemeanor  to  charge  more  than  6  per 

t? 

If.  Hill.  Yes,  sir. 

fr.  BuLKLEY.  And  you  say  loans  are  not  made  at  less  than  8  per 

tf 

fr.  Hill.  The  report  says  so. 

i^ator  HoLLis.  The  pomt  is,  the  law  is  not  enforced  ? 

[r.  Hill.  The  law  is  not  enforced.    Not  only  is  the  law  in  many 

the  Southern  States  not  enforced,  but  the  money  lenders  are 

led  together  to  prevent  the  enforcement  of  the  law.    A  distin- 

ibed  citizen  of  one  of  the  Southern  States  said  to  me  that  no  man 

Id  dare  repudiate  an  interest  charge  or  a  commission  charge. 

ar.  Woods.  Mr.  Hill,  you  spoke  of  the  interest  rate  being  from  8 

0  per  cent! 

&r.  Hill.  Yes,  sir. 
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Mr.  Woods.  Do  you  ever  pay  as  high  as  20  per  cent  on  first  miW^ 
gages,  or  is  that  personal  security  ? 

Mr.  Hill.  It  comes  this  way :  On  a  small  loan  which  came  under 
my  personal  observation  a  man  wanted  to  borrow  $300  on  a  pm 
of  property  worth  at  least  $1,200.    He  came  to  a  certain  citizen  who 
is  engaged  somewhat  in  that  business.    This  citizen  said  "  money  « 
tight ;  it  may  be  I  can  find  it  for  you  through  some  of  my  clientB.* 
Ele  immediately  called  up  a  bank  and  got  permission  to  loan  $S00 
at  6  per  cent.    He  charged  the  man  $30  for  getting  the  money ;  $5  lor 
fixing  the  title.    At  the  end  of  12  months  he  wrote  him,  ^^Unlm 
you  pay  that  bank  its  money,  thev  can  sell  you  out.    Call  at  my  office 
and  maybe  I  can  fix  it  for  you."    He  thereupon  called  up  the  bank 
to  renew  the  loan,  which  was  done  without  charge. 

Senator  Hollis.  It  was  a  one-year  loan  ? 

Mr.  Hill.  It  was  a  one-year  loan.  Renewal  fees  in  respectabk 
banks  are  not  charged.  He  charged  the  man  $10  for  renewing  Ui 
loan  and  never  had  a  cent  of  capital  invested. 

Now,  I  will  tell  you  that  is  not  a  very  eirtraordinary  case, 

Mr.  Woods.  Was  that  on  town  or  farm  property? 

Mr.  Hill.  That  was  on  town  property.  Farm  property  is  woi» 
than  that.  Perhaps  I  might  read  just  a  few  words  from  the  report 
to  the  governor  of  North  Carolina  on  that  subject 

Senator  Hollis.  Made  by  yourself? 

Mr.  Hill.  Made  by  the  conmiittee : 

It  Is  clear  that  there  is  something  radicnlly  wrong  with  the  facilitlei  ftr 
borrowing  money  on  farm  lands  in  North  Carolina.  From  general  ingnirj  li 
many  parts  of  the  State  the  fact  is  revealed  that  few  banks  in  North  CaroUv ' 
lend  on  farm  land,  and  that  the  average  fanner  desiring  to  borrow  money  «• 
his  land  is  compelled  to  deal  with  the  land-loan  sharks,  and  is  comp^ed  to 
pay  from  6  to  20  per  cent  on  money  borrowed.  As  a  general  role  he  is  wb* 
jected  to  many  kinds  of  extortion,  usury,  and  exploitation,  and,  naturally,  the 
average  farmer  of  North  Carolina  is  very  much  dissatisfied  with  the  prewt 
land- loan  shark  business  and  avoids  borrowing  money  whenever  possible.  Frt 
quently  the  land-loan  sharks  prey  upon  the  necessities  of  the  distressed  fariMi; 
and  regardless  of  law  against  usury,  without  conscience,  and  withoat  heirt 
gets  all  for  the  money  loaned  that  his  victim  will  pay.  Another  eurlons  tad 
about  this  business  in  North  Carolina  is  that  the  more  remote  the  fanner  liwt 
from  the  money  centers,  the  greater  the  usury,  the  higher  the  commission  tM. 
renewal  fees,  and  the  more  exacting  the  oppression  and  the  extortion. 

Mr.  Platt.  That  is  not  curious,  is  it?     That  is  natural,  isn't  it| 

Mr.  Hill.  Well,  farm  land  in  one  section  is  as  good  as  farm  land 
in  another  if  it  is  dependable. 

Mr.  Platt.  No;  it  may  not  be;  because  of  the  distance  from  the 
market  making  a  difference. 

Mr.  Hill.  I  will  say,  a  farmer  who  has  land  in  value  worth 
$10,000,  and  only  wants  to  borrow  $1,000,  even  though  it  is  a  loflf 
distance  from  the  railroad,  his  security  is  as  good  as  anybody  elaii. 
Your  point  has  to  do  with  place? 

Mr.  JPlatt.  Yes. 

Senator  Hollis.  You  know  there  are  two  theories  about  the 
of  interest.    One  is  that  the  interest  rates  are  high  or  low  in 
portion  to  the  amount  of  capital  that  is  available  for  lending. 
other  is  that  interest  rates  are  high  in  new  communities  where 
prises  are  bringing  large  returns  and  where  the  use  of  capital  is 

{>rofitable  than  in  older  communities  where  industry  does  not 
arge  returns. 
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wish  you  would  applj^  those  two  theories  to  North  Carolina  and 
3  usyour  solution  of  it. 

Ir.  Hjjjl.  I  have  for  10  years  been  engaged  in  loaning  money  on 
a — city  land  and  rural  land — at  strai^t  6  per  cent  basis.  It  has 
Q  entirely  profitable.  The  savings  bank  organized  for  that  pur- 
e  increased  its  deposits  about  $100,000  last  year.  I  happened  to 
Goianager  of  that  bank.  That  bank  discharges  anybody,  and  every 
titution  with  which  I  am  connected  discharges  promptlv  anybody 
o  gets  a  commission  on  a  loan  or  charges  usury.  Our  business  is 
ifitable.  There  is  a  great  deal  of  profit  in  loaning  money  at  6 
•  cent. 

tfy  opinion  is  that  when  you  come  to  discuss  farm-land  mortgages 
las  nothing  to  do  with  the  commercial  rate.  The  story  of  Europe 
that  the  farmer,  on  his  good  security,  gets  his  money  from  1  to  2 
r  cent  under  the  commercial  rate.  Money  is  worth  what  it  will 
ng  in  commerce.  But  we  are  talking  about  a  different  kind  of 
►ney.  We  are  talking  about  stored-up  capital  that  is  seeking  a 
:e,  sure  investment.  Hence,  in  discussing  the  farm-land  proposi- 
n,  all  you  need  to  do  is  to  connect  the  farmer  with  the  man  who 
nts  the  sound  investment.  It  has  very  little  bearing  upon  the 
»rest  rate. 

Senator  Hollis.  Your  idea  is  that  individual  farmers  are  charged 
jh  rates  in  North  Carolina  on  their  land  loans  because  the  capital 
not  readily  available  to  them? 

Mr.  HiLii.  Yes,  sir — I  beg  your  pardon.  It  is  not  because  capital 
not  readily  available.  Capital  is  readily  available  in  North  Caro- 
la,  but  it  wants  its  pound  of  flesh. 

Senator  Hollis.  It  is  not  readily  available  to  the  indivdiuals  at 
Eisonable  rates — to  a  great  many  individuals? 
Mr.  Hill.  Yes. 

Senator  Hollis.  In  my  community  I  am  connected  with  a  very 
^  savings  bank,  a  mutual  savings  Dank,  and  the  depositors  get  all 
the  profits.  A  farmer  comes  in  and  wants  to  borrow  money.  Be- 
'e  the  bank  can  loan  on  that  security  the  title  has  to  be  examined 
J  the  mortgage  has  to  be  drawn.  Our  bank  limits  the  fee  for 
imination  of  title  and  making  the  papers,  I  think,  to  $3.  The 
ult  is  that  my  firm  does  not  like  to  ao  the  work  because  we  could 
,ke  more  money  in  other  law  work.  That  is,  it  is  a  very  small 
i  for  the  amount  of  work  that  may  be  required. 
NTow,  the  way  your  usury  law  is  avoided,  apparently  is  by  making 
3essive  charges  for  examining  titles  and  drawing  papers  and  for 
■vices  in  getting  the  loan,  which  is  commission.  That  is  the  situa- 
►n,  isn't  it? 

Mr.  Hill.  That  is  the  system. 

Mr.  Platt.  Does  your  savings  bank  make  farm  loans? 
Mr.  HiM^  Yes,  sir ;  a  great  many. 

Mr.  Platt.  I  do  not  see  them  shown  here.  Your  statement  says 
lioans  and  discoimts,"  and  below  you  sav  "All  other  stocks,  bonds, 
d  mortgages"  only  $5,000.    It  looks  liKe  a  commercial  statement 

Mr.  Hill.  That  is  a  formal  statement.  Nearly  all  loans  are  on 
al  estate.  I  did  not  want  to  advertise  that  particular  bank  because 
happen  to  be  connected  with  it;  but  that  bank  loans  money  to 
rmers  at  6  per  cent.    It  fights  the  money  sharks.    It  has  brought 
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money  down  in  that  section  to  6  per  cent,  and  it  guarantees  to  loin 
all  the  money  to  farmers  in  its  county  at  6  per  cent;  and  it  will  dis- 
charge anybody  that  charges  above  that.  It  has  over  $500,000  loaned 
on  real  estate,  and  a  considerable  part  of  it  is  on  farm-land  loans. 

Mr.  Platt.  Do  you  carry  that  under  the  heading  of  "  Loans  and 
discounts"? 

Mr.  HiiiL.  Yes,  sir. 

Mr.  BuLKLEY.  Is  it  your  statement,  Mr.  Hill,  that  those  who  lota 
money  at  rates  higher  than  the  statutory  rate  evade  the  statutes  by 
these  indirect  methods? 

Mr.  Hnx.  Yes,  sir. 

Mr.  BuLKLEY.  But  they  do  not  directly  violate  the  statute.  Is  that 
the  case? 

Mr.  Hill.  Yes,  sir.  They  violate  the  statutes  directly  and  indi- 
rectly, and  in  every  other  way  imaginable. 

Senator  Hollis.  Have  you  ever  known  of  the  usury  law  being 
enforced  ? 

Mr.  Hill.  Very  rarely. 

Senator  Hollis.  It  is  winked  at? 

Mr.  Hill.  Yes:  but  not  by  the  courts. 

Mr.  BuLKLEY.  Does  that  obtain  generally  in  North  Carolina  ? 

Mr.  Hill.  It  is  charged  in  the  high  places  as  well  as  the  low  places, 
and,  judging  by  my  own  observation,  there  was  nothing  unusual  about 
the  Divine  One  overturning  the  money  tables  when  lie  walked  into 
the  temple. 

Mr.  Stone.  Why  is  it,  if  you  offer  to  loan  at  6  per  cent  to  all  tbe 
farmers  of  that  county,  that  the  farmers  undertake  to  get  loans  at  t 
higher  rate  ?  I  should  think  that  they  would  come  to  you  for  the  6 
per  cent. 

Mr.  Hill.  This  bank  was  organized  eight  years  aco  with  a  phil- 
anthropic purpose  of  building  homes  for  poor  people,  of  bringing 
money  to  the  door  of  the  poor  man  at  6  per  cent.  We  built  homes  in 
the  towns  first.  Last  January  a  year  ago  our  business  had  grown  so 
strong  we  found  that  we  could  reach  out  and  help  the  farmer  also, 
and  we  commenced  to  do  it.  Now  our  loans  are  coming  in,  and  in  the 
particular  community  in  which  I  live  there  is  not  any  further  need 
tor  a  short-time  land-mortgage  bank. 

Mr.  Stone.  Has  usury  disappeared  among  the  farmers  of  your 
county  ? 

Mr.  Hill.  To  a  certain  extent.  All  of  the  best  loans  come  to  our 
bank  in  this  county,  in  so  far  as  I  am  able  to  observe. 

Mr.  Stone.  All  of  the  best  loans  come  to  your  bank? 

Mr.  Hill.  All  of  the  best  loans  come  to  our  bank  and  all  the  second 
rate  go  to  other  people. 

Mr.  Stone.  Is  it  true,  then,  that  usury  exists  only  where  the  loans 
are  not  classified  as  the  best  loans  ? 

Mr.  Hill.  In  our  particular  county.  I  want  to  say  this  particular 
bank  with  which  I  am  connected  is,  I  believe,  the  only  bank  in  that 
section  that  loans  money  on  such  a  basis. 

Mr.  Platt.  You  do  not  loan  money  except  on  select  risks,  ap- 
parently? 

Mr.  Hill.  No;  and  nobody  else  loans  money  except  on  select  risks. 
It  is  a  wrong  thing,  in  my  mind,  to  bring  to  the  American  farmer — 
to  inject  into  the  minds  of  the  American  farmer  the  idea  that  every 
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—good,  bad,  and  indifferent — can  get  money  at  a  low  rate  of 

Stone.  High  rates  and  poor  security  go  together,  then? 
Hill.  Yes,  sir. 

Platt.  Then  tliere  is  a  justification  for  high  rates,  and  if  a 
ants  to  borrow  money  on  poor  security  he  must  pay  for  the 

Hayes.  Or  if  he  has  not  credit. 

HiLL.  If  he  has  not  credit  he  should  get  a  short-time  loan  in  a 

It  direction.    The  land-mortgage  busmessj  in  my  opinion,  can 

;e  up  the  unsafe  loan. 

Platt.  Would  jou  prevent  the  man  who  has  not  got  tfie  credit 

orrowing  at  a  high  rate  if  wants  to — at  8  per  cent,  10  per  cent, 

tever  he  wants  to  pay? 

Hill.  No,  sir.    I  should  give  him  short-time  credit,  which  is 

rely  different  proposition.    I  have  very  distinct  ideas  on  that 

I  would  prefer  to  go  into  later.    It  is  another  branch  of  this 

.    It  is  reached  through  the  Morris  plan,  which  is  an  altruistic 

nd  other  plans.    By  mjecting  altruism  into  it,  by  making  it 

usness  to  loan  money,  vou  can  practcally  reach  every  man, 

)ad,  and  indifferent;  and  you  once  shut  out  the  altruistic  idea, 

u  have  the  money-shark  idea  injected  into  it. 

tor  HoLLTS.  I  wish  you  would  tell  us  just  what  form  of  man 

nw  shark  is.    Does  he  work  as  an  individual  or  as  a  corpora- 

What  form  does  he  take  in  North  Carolina? 

Hill.  In  some  cases  he  is  a  movable  quantity,  and  comes  from 

0  one  month,  from  New  York  another  month,  and  from  Rich- 
another.  As  soon  as  the  authorities  get  after  him  he  moves 
•mebody  else  takes  his  place,  if  it  is  the  small,  short-term 
money  diark.  The  land-mortgage  money  shark  is  the  skin- 
rector  around  your  small  bank.  There  are  men  in  most  small 
that  do  not  work,  yet  make  money.    The  secret  is  that  they 

1  back-door  cabinet  or  the  kitchen  cabinet  of  some  bank.    The 
is  complete  in  many  banks. 

tor  HoLLis.  Just  describe  it  a  little  more  in  detail. 
Hill.  The  applicant  to  a  bank — ^I  will  give  you  the  statement 
shier  of  a  certain  country  bank.    Mr.  A  applied  to  him  xor  a 
f  $1,000  on  property  worth  $3,000.     The  carfiier  in  most  of 
lanks  is  a  mere  n^upehead.    He  does  not  run  the  bank.    This 

said,  "  Why,  we  have  no  money  now ;  the  money  is  all  locked 
S^ew  York.    Money  is  tight." 
Platt.  A  common  complaint. 

Hill.  The  actual  fact  was  the  bank  had  plentv  of  money  in 
Its.  "Money  is  tight,"  he  said.  Mr.  A  Was  depressed.  He 
have  the  money  for  certain  purposes,  pressing  purposes. 
,r,  to  make  a  long  story  short,  the  cashier  said,  "  I  directed  him 
irtain  attorney,  who  is  attorney  for  the  bank."  I  saw  Mr.  A 
ime  after  that,  and  he  recounted  this  conversation.  He  said, 
it  to  this  attorney,  Mr.  B,  ior  the  loan  and  told  him  the  bank 

had  sent  me  there.  Mr.  B  said, '  Money  is  awful  tight.  Oh, 
ou,  I  do  not  know  how  in  the  world  I  can  let  you  have  it.  Oh, 
readful.  Everybody  wants  money.  All  the  rtwney  is  locked 
the  great  banks  of  the  North.' "    And  he  gave  him  the  usual 
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demagogue  cry  of  the  money  lender.  The  purpose  was,  in  my  oj 
ion,  to  shake  down  the  applicant,  to  reduce  him  to  a  state  oi  a 
where  he  would  pay  his  charges.  When  that  was  reached,  he  a 
"  I  think  I  can  arrange  it  for  you  as  a  special  favor  to  you,  but,* 
says,  "  it  will  cost  you  $50  for  that  $1,000."  That  $50  was  divi 
as  follows,  according  to  the  statement  of  the  cashier:  $10  each  i 
to  the  attorney  and  three  of  the  directors  of  the  bank  for  com 
sion  on  the  bank's  money.  The  remaining  $10  was  divided  betn 
the  attorney  and  the  cashier  of  the  bank  equally.  The  paltry  ^ 
the  rake-on  of  the  country  cashier.  The  victimized  A  then  eot 
money,  but  he  did  not  get  all  of  it  He  only  got  $850.  Fifty  aol 
had  already  been  paid  out.  That  left  $950.  The  bank  then  reqn 
him  to  deposit  $100  in  the  bank  so  as  to  take  care  of  any  poa 
contingencies,  out  of  which  was  deducted  the  interest  in  aavaDoe 
the  first  three  months.    That  is  the  rake-off  of  the  bank. 

Mr.  Plait.  I  should  think  that  is  a  rake-off  of  a  lot  of  crim 
sharks  outside  of  the  bank  who  are  to  take  no  responsibiUty. 
bank  takes  the  responsibility.    These  men  did  not  indorse  for  hii 
anything? 
Mr.  mui.  No,  sir.    His  security  was  $82000. 
Mr.  Hayes.  TTiey  ought  to  be  in  the  pemtentiary. 
Mr.  Hill.  I  have  great  respect  for  the  opinion  of  my  friend  i 
Indiana.    There  may  be  some  difference  in  special  cases,  but  the 
is  not  much  below  that;  and  after  talking  with  representatiTi 
the  South  many  times.    I  am  satisfied  that  the  great  curse  oi 
South  to-day  is  usury.    It  is  as  great,  perhaps,  as  a  curse  as  wli 
has  been  to  the  South. 

Mr.  Platt.  Let  me  ask  you  one  question :  Suppose  the  usury 
was  abolished  and  the  banks  allowed  to  loan  at  straight  8  or  10 
cent,  or  whatever  they  thought  the  risk  was  worth ;  would  not 
be  better  than  the  present  arrangement? 
Mr.  Hill.  No,  sir. 

Mr.  Platt.  What  is  the  good  of  the  usury  law  ? 
Mr.  Hill.  The  usury  law  should  be  rigidly  enforced.    Under 
new  national  bank  act  I  believe  it  is  to  take  a  commission  on  a  1 
in  national  banks.    That  was  in  the  law. 
Senator  Hollis.  Yes ;  it  is  very  drastic. 
Mr.  Hill.  That  is  going  to  be  a  great  reformer,  to  my  mind.  1 
is  one  of  the  best  provisions,  if  it  is  enforced.    I  tell  you  the 
forcement  of  the  usury  provisions  in  Colorado  has  been  of  great  v 
to  the  people. 

Mr.  Woods.  The  provision  in  the  national-bank  act  would  < 
apply  to  officials  or  directors  of  national  banks? 

Mr.  Hill.  The  officer  of  the  country  national  bank,  in  my  opii 
is  as  great  an  offender  as  the  officer  01  the  State  bank. 

Senator  Hollis.  It  applies  to  everyone;  that  is  my  understaa 
of  it. 
Mr.  Platt.  It  won't  apply  to  the  person  outside? 
Senator  Hollis.  Yes;  if  he  gets  it  he  has  got  to  get  it  from 
money  of  the  bank,  and  we  drew  it  with  the  intention  of  taking  1 
all  in. 
Mr.  Hill.  I  think  it  will  do  the  work. 

Mr.  Woods.  That  would  not  prevent  a  money  lender  loaning 
and  then  going  and  selling  that  note  to  the  bank? 
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^.  HHiL.  No,  sir.  We  have  other  methods  of  reaching  that.  The 
Morris  plan  is  about  to  be  organized  in  other  parts  of  the  country, 
ind  then  the  short-term  rural  credit  will  seek  to  inject  the  idea  in 
nen  to  cooperate  and  then  to  mold  the  character  of  others^  so  that 
Feiybody  can  get  a  loan.    That  is  the  ideal  to  which  they  will  work. 

On  page  27  is  the  question  of  deposits.    The  act  states : 

Shall  accept  and  pay  interest  on  doiM>sits  to  an  amount  not  exceeding  50 
fr  cent  of  the  amount  of  its  combined  paid-up  capital  and  surplus. 

So  far  as  I  am  able  to  gather  from  the  evidence  of  all  the 
uropean  countries,  that  is  taken  from  the  German  law,  word  for 
ord,  applying  to  joint-stock  company  land  mortgage  banks,  of 
hich  there  are  38  and  only  2  pretending  to  loan  money  to  farmers. 
^posits  should  be  unlimited.  Savings-bank  deposits,  I  mean, 
ayings-bank  business  works  hand  in  hand  with  the  land-mortgage 
iiisness.  It  is  a  story  of  Europe  everywhere,  except  in  these  litue 
idividual  cases;  and  that  particular  illustration,  that  where  this 
[de  applied,  was  this  tremendous  bank  with  its  $10,000,000  capital 
lat  did  not  need  anjrthing  to  bring  down  its  overhead  charges. 

Senator  Hollis.  You  would  not  permit  commercial  deposits  of  any 
ind? 

Mr.  Hill.  No,  sir. 

Senator  Hollis.  They  must  all  be  time  deposits  ? 

Mr.  Hill.  They  must  all  be  time  deposits:  yes,  sir. 

Mr.  Moss,  on  page  26,  says : 

We  have  in  this  bill  permitted  a  limited-amount  deposits — only  50  per  cent  of 
ie  capital.  ♦  ♦  •  It  is  entirely  arbitrary  where  you  fix  a  limit.  I  would 
Dt  it  00  small  that  the  banks  could  neither  compete  largely  with  the  com- 
lerdal  banks  nor  be  subjected  to  temptation  of  going  far  out  into  the  wide 
Mmnercial  field  of  bank  activities. 

I  regret  very  much  that  mv  distinguished  friend  made  that  state- 
lent.  If  I  had  not  known  that  he  was  such  a  fine  fellow,  the  prod- 
ct  of  the  soil  like  the  rest  of  us,  that  would  have  hurt  me  very  much. 
Ie  misunderstood  the  meaning  of  that,  in  mv  mind.  Now,  these 
entlemen,  in  one  breath,  tell  you  that  these  banks  shall  compete, 
liey  are  great  apostles  of  competition.  Then  they  fix  it  in  the  bill 
0  that  they  can  not  compete  with  the  savings  banks.  They  actually 
0  further  and  provide  tnat  institutions  now  doing  a  land-mortgage 
usiness,  like  the  Home  Savings  Bank  here,  must  come  down  to  this 
asis;  in  other  words,  that  we  have  to  give  up  $400,000  of  our  savings 
deposits  that  we  have  worked  for  years  to  build  up  in  order  to  come 
inder  this  system.  It  is  a  great  mistake,  in  my  mind,  in  considering 
his  legislation,  to  put  the  farmer  last.  Put  the  farmer  first ;  let  it 
enefit  the  farmer,  if  so,  then  the  battle  is  half  won.  Then  see  how 
ad  it  is  going  to  hurt  the  other  fellow. 

Mr.  Platt.  I  do  not  quite  understand  what  you  mean.  It  seems 
0  me  jour  savings  bank,  and  if  there  was  one  of  those  savings  banks 
rganized  in  Durham,  your  savings  bank  would  go  right  on  doing 
usiness,  wouldn't  it? 

Mr.  Hnx.  Why,  of  course.  But  the  fact  is  that  taking  savings 
•ays  our  overhead  charges.  We  have  to  send  people  out  in  the  coun- 
py  to  look  over  these  risks  at  our  own  expense.  We  do  not  charge 
[)r  the  inspection  of  property ;  the  saving^  business  pays  our  oyer- 
ead  charges.    We  are  not  in  any  commercial  business.     Our  savings 
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bank  loans  money  only  on  security.  The  savings  business  is  tit- 
mendously  profitable  and  would  pay  the  overhead  charges,  tod 
should  not  oe  limited.  Our  savings  bank  does  not  handle  commer- 
cial paper. 

Senator  Hollis.  How  much  do  you  pay  on  deposits? 

Mr.  Hill.  Four  per  cent  and  compound  interest  quarterly. 

Senator  Hollis.  You  are  able  to  do  that? 

Mr.  Hill.  The  actual  result,  however,  is  practically  to  pay  about 
8  per  cent,  because  of  the  movement  of  accounts.  &>  that  there  is 
profit.  This  bank,  loaning  strictly  at  6  per  cent,  has  built  np  a  sur- 
plus of  $26,000  notwithstanding  the  tremendous  fijght  that  Was  ma(fe 
upon  it.  And  it  is  a  tremendously  profitable  iiistitntion.  Its  profits 
last  year  were  17^  per  cent  on  its  capital. 

Mr.  Platt.  Why  would  you  want  to  come  into  this  organization? 
These  banks  are  not  allowed  to  loan  on  town  property,  and  your 
bank  is  loaning  mostly  on  town  property. 

Mr.  Hill.  I  would  not;  I  could  not  go  into  it. 

Mr.  Platt.  That  is  what  you  implied,  and  you  could  not  go  in  and 
loan  on  town  property? 

Mr.  Hill.  Tne  statement  in  the  bill  is  that  other  people  could  coine 
in  if  they  want  to  come  in.  As  they  are  not  forced  in  nobody  is 
going  to  want  to  come  in. 

Mr.  Platt.  Right  there ;  there  are,  especially  in  the  Northwest,  a 
cood  many  small  banks  that  only  have  $10,OoO  capital,  pWictietlly 
farmers'  banks  and  owned  by  farmers  and  doing  business  almost  ex- 
clusively with  farmers.    Why  would  not  they  come  in  ? 

Mr.  Hill.  If  they  wanted  to  come  in  that  is  the  privilege  of  the© 
people.  They  should  be  allowed  to  continue  business  just  as  th^ 
are.  There  is  no  conflict  between  a  land-mortgage  business  and  their 
business.  j 

Mr.  Woods.  They  could  not  come  in  under  the  system  as  proposed,  i 
because  they  go  after  a  commercial  business.  They  could  not  afford  i 
to  pay  the  overhead  charges  and  do  that  small  amount  of  farm-land  j 
business.  - 

Mr.  Platt.  I  do  not  believe  they  could  increase  their  farm-lo«n 
business. 

Mr.  Hill.  It  is  no  wonder  that  the  bill  has  been  called  the 
"bankers'  bill."  It  is  no  wonder  that  organized  farmers  all  over 
the  country  are  protesting  against  this  bilL  Now,  T  will  show  yon 
the  authority  for  the  kind  of  deposits.    Cahill's  report  (page  21) : 

The  State  provincial  and  the  district  mortgage  credit  banks  of  Germmj. 
"  besides  taking  deposits,  they  lend  money  to  individuals  on  mortgage,  cm  bonii 
with  surety,  and  the  deposit  of  securities." 

On  page  22  : 

Other  working  capital  is  derived  from  deposits  from  the  repayments  to  iliii- 
ing-fund  accounts — from  accumulated  funds. 

That  is  the  State  banks  of  Germany. 
Page  32,  "Capital": 

Mortgage  banks  are  authorized  to  accept  deiioslts  at  interest,  but  maj  only 
accept  such  deposits  up  to  un  amount  not  excecdlog  the  half  of  tbeir  pald-vp 
capital. 

That  is,  the  joint-stock  company  mortgage  banks  that  do  not  loan 
to  farmers. 
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American  commission  evidence,  page  23 — I  want  to  take  some  time 

0  develop  this  question  of  deposits — to  show  you  overwhelming 
vidence  m  favor  of  taking  unlimited  deposits. 

Page  23,  under  "  Italy  " : 

Under  the  ItaUan  system,  such  loans  are  generally  made  by  public  utility 
x>rporatlon8,  such  as  savings  banks,  which  are  institutions  without  share- 
tiolders. 

I  may  explain  that  in  Italy  there  are  three  institutions  that  loan 
money  to  farmers.  They  are  the  big  savings  banks  that  take  un- 
limited deposits.  They  are  big,  mutual  public  utility  savings  banks. 
Kow,  as  I  understood  the  land-mortgage  business  in  Italy,  it  was 
eonfined  almost  entirely  to  the  big  savings  banks,  showing  you  the 
intimate  connection  between  the  savings-bank  business  saving  over- 
Iiead  charges  and  the  philanthropic  business  of  lending  money  to 
fanners  at  cost. 

Senator  Hollis.  Now,  Mr.  Hill,  can  you  tell  as  whether  those  sav- 
ings banks  in  Italy  loan  on  long-term  notes? 

Mr.  Hill.  Yes,  sir ;  just  the  same  as  the  German  idea  in  the  pro- 
posed plan.  Practically  all  over  Europe  the  plan  is  very  much  the 
same. 

Mr.  BucKLEr.  Mr.  Hill,  do  you  mean  to  say  savings  deposits  are 
invested  in  loans  running  from  30  to  50  years? 

Mr.  Hill.  In  Italy  the  mutual  savings  banks  have  accumulated 
tremendous  reserve  funds — indivisible,  i  want  to  say  here  the  greatest 
tiling  in  Europe,  in  my  mind,  is  the  indivisible  reserve.  That  is  the 
thing  that  brings  down  the  money.  Now,  these  big  savings  banks  in 
Italy  have  tremendous  reserves.    They  also  loan  a  certain  per  cent, 

1  think  40  per  cent,  of  their  savings  deposits  on  land  mortgages.  And 
I  may  say  that  my  own  experience  is  that  that  is  perfectly  safe.  One 
to  five  year  land-mortgage  business  is  a  liquid  business  and  not  a  slow 
business  like  the  40-year  amortization  plan. 

Mr.  BuLKLEY.  What  are  the  terms  of  those  savings  deposits? 
How  are  they  payable? 

Mr.  Hill.  Deposits  are  taken  in  different  ways,  I  think,  in  Italy ; 
some  on  current  account — that  Ls,  you  can  draw  out  without  notice — 
and  some  with  notice. 

Mr.  BuLKLBY.  With  a  long  notice? 

Mr.  Hnx.  I  am  not  sure  about  that ;  but,  so  far  as  I  know,  it  is  a 
re^ar  savings-bank  business,  like  in  New  York  and  New  Hamp- 
alure,  except  they  have  the  idea  of  aiding  agriculture. 

Mr.  BuLKLEY.  When  you  say  those  loans  are  liquid,  do  you  mean 
they  can  sell  the  mortgages? 

Mr.  Hill.  Yes ;  even  the  collateral  trust  mortgages  are  easily  sold, 
80  Aat  the  money  is  coming  back  into  the  bank  all  the  time. 

Mr.  BuLKLEY.  Then,  in  case  of  a  run  on  the  deposit  accounts, 
would  you  sell  new  bonds  or  sell  mortgages? 

Mr.  Hill.  The  great  difference  between  the  banks  of  Europe  and 
America  is  that  everyone  in  all  of  Europe  has  a  bank  of  issue  m  close 
touch  where  it  can  go  and  get  good,  hard  money  on  asset  security 
promptly. 

Mr.  BuLKLEY.  They  can  rediscount,  you  mean? 

Mr.  Hill.  Yes,  sir.  If  we  take  these  bonds — ^that  is,  if  they  were 
nnable  to  sell  these  land-mortgage  bonds — they  could  still  get  money 
from  the  Government. 
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Mr.  BuLKLBY.  They  would  sell  bonds  to  the  Government;  is  t 
the  proposition? 

Mr.  Hill.  Sell  to  the  investing  public. 

Mr.  Platt.  You  do  not  mean  that  they  could  get  currency  on  I 
bonds? 

Mr.  Hill.  Yes,  sir;  short-time  land  mortgages. 

Mr.  Platt.  From  the  Government? 

Mr.  Hill.  Yes,  sir. 

Mr.  Platt.  Rediscount  the  bonds? 

Mr.  Hill.  Bediscount  the  securities.  If  the  banks  in  Gremu 
get  in  difficulties,  they  can  simply  go  and  have  a  call  on  the  (jov€ 
ment. 

Mr.  Hayes.  And  put  up  bonds? 

Mr.  Hill.  And  put  up  short-time  secured  assets. 

Mr.  Hayes.  Yes;  but  not  these  long-time  bonds? 

Mr.  Hill.  My  investigation  is  they  put  up  i^ort-term  secnrit 

Senator  Hollis.  Mr.  Hill,  is  it  a  fact  that  under  our  Fed( 
reserve  act,  in  case  of  an  emergency,  the  Federal  Reserve  Board 
authorize  the  bank  to  take  any  securities? 

Mr.  Platt.  I  thought  bbnds  were  expressly  excluded? 

Senator  Hollis.  I  think  they  were  in  the  original  bill,  but  t 
that  was  cut  out.    If  that  is  in  there,  it  is  a  dangerous  provision. 

Mr.  Hill.  Page  106,  under  the  head  of  "  Hungary,^'  "  The  H 
garian  Land  Credit  Institution,  apart  from  issuing  mortgage  bo 
and  giving  loans,  the  institution  also  takes  deposits  m  money,  shar 
etc.  So  that  apart  from  her  borrowers,  which  number  13,000,  tl 
is  a  deposit  clientele  which  numbers  about  1,320. 

Mr.  Woods.  Those  large  savir.gs  banks  in  Italy,  do  they  issue 
benture  bonds? 

Mr.  Hill.  Yes.  sir.  It  shows  you  that  the  fact  they  are  doin, 
in  Italy  is  some  evidence  that  the  large  savings  banks  there 
yours  in  New  York  could  issue  b(»nds.  The  Bowery  Savings  Bj 
with  which  I  am  familiar,  in  New  York,  could  easily  issue  Dond 
they  wanted  to.  The  great  moral  wrong  with  the  directors  of 
great  savings  banks  in  the  United  States  is  that  they  sit  there 
put  their  deposits  in  railroad  bonds  and  other  securities,  sohm 
which  are  questionable.  But  they  do  not  try  to  loan  money  w] 
they  collect  it.  The  banks,  or  some  of  the  banks,  in  New  York,  i 
which  I  am  familiar,  collect  their  money  from  these  people  in  sav 
deposits  and  refuse  to  lend  money  to  the  people  in  that  town.  1 
should  be  changed  and  some  legislation  should  be  passed  to  con 
them  to  do  that. 

Mr.  Platt.  I  guess  that  is  not  quite  true  that  they  refuse  to 
a  dollar  to  the  people  in  the  town  ? 

Mr.  Hill.  One  statement  is  that  $5,000  out  of  the  depositi 
$2,000,000  in  one  town. 

Mr.  Platt.  In  New  York  City? 

Mr.  Hill.  No,  sir;  up  State. 

Mr.  Platt.  That  is  possible. 

Mr.  Hill.  In  most  of  the  cities  of  New  England  and  New  1 
where  mutual  savings  banks  are  established  there  is  a  reluctaiM 
loan  on  farm  property  so  far  as  I  am  able  to  gather  from  my  c 
rience  there. 

Mr.  PtATT.  That  is  true. 


Digitized  by 


Google 


SURAL  CREDITS.  463 

[r.  Hill.  Because  of  the  trouble  in  handling  it 
[r.  Platt.  That  is  it. 

[r.  Hill.  It  shows  you  that  there  should  be  a  marvelous  change 
hat  board  of  directors.  They  are  mutual  concerns ;  they  are  for 
benefit  of  the  public,  and  the  new  idea  in  banking  is  the  idea  of 
ice.  That  is  tne  idea  in  Europe  in  many,  many  of  these  banks ; 
these  mutual  concerns  must  be  made  to  render  this  service  in 
e  sort  of  way,  or  we  must  establish  institutions  that  will  render 
I  would  consider  it  a  social  crime  to  ask  my  people  of  North 
olina  to  put  money  in  my  bank,  and  then  go  to  Colorado  and 
I  the  money  that  those  poor  people  have  brought  and  put  in  my 
k. 

[r.  Platt.  You  know  the  reason  the  savings  banks  buy  bonds — 
same  reason  the  national  banks  do;  that  they  may  have  some 
lid  assets  in  case  of  a  run? 

It.  Hill.  My  own  opinion  is,  that  some  person  either  connected 
family  or  remotely  connected  in  some  sort  of  a  way  with  the  big 
ings  bank  is  also  auite  well  acquainted  with  the  bond  houses  in 
w  York  City,  and  he  has  his  mind  also  so  bent  upon  the  subject 
buying  corporation  securities  that  it  never  crosses  his  mind  to 
Q  money  to  the  struggling  farmer  in  his  country  or  the  strug- 
ag  landowner  in  his  town. 

&.  Platt.  There  is  some  truth  in  that,  I  think;  but  not  very 
;h. 

fr.  Hill.  Other  things  may  be  written  between  the  lines  there, 
ch  I  would  not  like  to  say  in  full. 

'age  338,  I  want  to  make  this  matter  of  deposits  so  overwhelm- 
on  all  the  authority  that  there  can  be  no  question  in  the  minds 
his  committee : 

iis  bank  is  connected  with  the  Nassau  Savings  Bank,  and  the  savings  bank 
deposited  with  it  no  less  than  $35,000,000  from  250,000  depositors.  There 
:150  branches  of  the  savings  bank.  As  part  of  their  business  the  savings 
cs  grant  mortgages  on  town  buildings  and  on  town  lands,  but  only  in  the 
^8  of  Weisbaden  and  Frankfort. 

Tow,  the  landschaften,  the  old  landschaften,  was  not  connected 
h  any  banks.  When  other  banks  were  established,  they  were 
fc.pelled  to  put  themselves  in  touch  with  other  banks.  So  they 
•t  their  land-mortgage  business  on  one  floor  and  their  savings- 
K)sits  business  on  the  first  floor,  showing  you  that  the  chief  busi- 
s  was  the  savings-bank  business,  in  order  to  pay  overhead 
rges.  So  far  as  I  know,  the  evidence  shows  that  there  is  a 
dschaften  bank  association  in  every  Province  of  Germany,  and 
inected  with  that  land-credit  association  is  a  landschaften  bank 
ich  sells  these  bonds  and  does  its  financial  business,  showing  you 
,t  all  of  the  tremendous  business  of  the  landschaften  system  in 
rmany  is  connected  with  savings  banks.  They  are  not  state  insti- 
ions,  the  landschaften. 
Phe  evidence,  on  page  357,  says: 

fo;  it  does  no  banking  business.  .For  such  business  there  is  a  special  de- 
tment  attached  to  the  landschaft,  but  not  controlled  by  it  nor  by  the 
remment;  it  is  only  in  the  same  building.  When  you  go  to  see  the  land- 
aft  here  in  HaUe  you  will  find  on  the  first  floor  the  landschaft  bank ;  that 
the  banking  department,  and  on  the  upper  floors  there  is  the  landschaft 
If. 
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Mr.  Platt.  That  is  quite  possible  under  this  bill,  isn't  it? 

Mr.  Hill.  Well,  it  is  somewhat  possible,  that  they  could  fonn  * 
bank  to  do  their  banking  business. 

In  Germany  (p.  408)  the  joint-stock  company  land-moitgage 
banks,  which  are  prohibited  from  taking  deposits  of  more  than  «»- 
half  of  the  capital,  in  discussing  tiiem  the  witness  says : 

Being  share  banks,  we  like  to  have  deposits,  although  the  money  for  the 
mort«:age  is  secured  by  the  issuing  of  bonds?  Joint  stock  companies  can  always 
make  a  profit  out  of  deposits,  and  therefore  like  to  have  them.  But  there  is, 
however,  no  necessity  for  deposits,  because  we  can  get  money  from  the  State. 

I  wanted  to  bring  that  out  particularly,  showing  you  that  the  jomt- 
stock  company,  when  it  wants  money,  gets  it  from  the  State.  That 
is  the  idea  always. 

*    *    *    and  then  we  have  bonds  which  sell  in  the  open  market. 

Evidence  (p.  412),  under  the  heading  of  the  '^  Manorial  Land 
Mortgage  Bank  of  Kur  and  Neumark  says : 

Q.  This  bank  has  the  right  to  accept  deposits — ^how  many  deposits  can  it 
accept?— A.  UnUmited. 

Mr.  Hayes.  Excuse  me,  Mr.  Hill.  What  you  meant  there  by  thit 
quotation  is  that  they  can  get  money  from  the  State  by  rediscoontiiig 
at  the  central  institution? 

Mr.  Hill.  Yes.    That  is  this  big  central  institution. 

Mr.  Hayes.  Yes ;  of  course,  that  is  not,  strictly  speaking,  the  Sttt«. 

Mr.  Hill.  In  Switzerland,  the  canton  banks,  as  I  understand,  fu^ 
nish  a  great  deal  of  the  land-mortgage  credit  to  Swiss  farmers.  At 
present  there  are  23  such  banks  in  Switzerland.  Their  capital  ha- 
nished  them  by  the  cantons.  The  means  by  which  the  Zuricn  Gbntn 
Bank  supplies  itself  with  funds  is:  (a)  The  issue  of  bonds;  {h) 
savings-bank  deposits  on  which  interest  is  paid  to  depositors;  (c) 
acceptance  of  funds  against  evidences  of  deposits  or  in  current  ac- 
counts; (d)  increase  of  the  reserve  fund. 

The  condition  of  the  savings  bank  at  the  end  of  1912  showed, 
in  round  numbers,  deposits  amounting  to  86,000,000  francs— 
$17,000,000.  The  savings  banks,  the  similar  canton  banks,  showed 
deposits  on  hand  of  more  than  320,000,000  francs. 

Senator  Hollis.  Now,  Mr.  Hill,  in  my  own  town,  a  town  of  90,000 
eople,  we  have  one  mutual  savings  bank  with  deposits  of  over 
12,000,000. 

Mr.  Hill.  Yes.  It  could  easily  afford,  in  my  opinion,  to  loan  the 
farmers  and  to  pay  for  the  inspection  of  the  loans  if  there  were  i 
few  farmers  upon  that  board  oi  directors,  or  if  the  people  arose  in 
their  might  and  called  upon  them  to  do  it.  There  is  a  charge  upon 
rich  people  of  this  country  to  take  care  of  the  poor  people ;  and  umeei 
a  man  of  means  understands  he  is  a  trustee  of  money  m  that  respcflt 
he  is  going  to  fail,  of  course,  I  mean  that  savings  deposits  sbould 
only  be  loaned  to  farmers  for  short  periods — two  to  five  years. 

Senator  Hollis.  I  made  myself  verv  unpopular  with  the  other 
trustees  of  the  bank  by  insisting  on  taking  care  of  the  local  peo|^ 
first.  We  had  one  farmer  on  the  board,  and  he  has  never  interpoied 
any  objection  at  all.  But  we  do  now  take  care  of  the  local  pec^ 
when  they  applv  to  us,  and  I  brought  that  about.  They  woola  m«i 
rather  deal  with  some  one  out  in  Kansas  or  Minnesota  and  have  the 
work  all  done  for  them  than  to  go  out  and  investigate  the  loans. 
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M>.  Hell.  I  believe  that  is  true  of  the  mutual  savings  banks  in 
iis  country.  They  prefer  to  run  after  that  which  they  Imow  not 
)f  than  to  take  the  good  security  that  lies  at  their  own  door.  They 
prefer  to  let  the  man  in  Colorado  make  a  tremendous  commission 
mt  of  the  mortgage;  they  prefer  to  help  build  up  the  loan-shark 
»iismess  in  this  country,  to  help  oppress  the  farmer  rather  than  hold 
nt  a  helping  hand  that  the  rich  should  hold  out  to  the  weak. 
Mr.  Platt.  You  can  not  say  that  these  mutual  savings  banks  are 
s^ned  by  the  rich  men.  For  instance,  in  my  own  town,  which  is 
)mparable  with  Senator  HoUis's  town,  we  have  a  savings  bank  with 
15,000,000  deposits,  and  the  average  deposit  only  about  $400,  I 
jlieve. 

Mr.  Hill.  Not  owned,  but  directed.    Whose  money  is  it  in  the 
ink! 

Mr.  Platt.  It  is  the  poor  people's  money. 

Mr.  Hill.  If  it  is  the  poor  people's  money,  then  let  it  go  back  to 
le  poor  people. 

Mr.  Platt.  The  first  business  of  the  trustee  is  to  keep  it  safe ;  not 
>  loan  on  poor  security. 

Mr.  Hill.  The  first  duty  in  all  banks  in  Europe  is  safety;  but 
tell  you  the  home  security  is  just  as  good  as  foreign  security.  I 
U  you  that  the  mortgage  on  land  at  nome  is  just  as  good  as  the 
lortgafl^  on  a  railroad  in  Colorado  or  any  Southern  State. 
Mr.  Platt.  Yes;  as  a  general  proposition,  that  is  probably  true; 
it  in  these  eastern  towns,  such  as  Concord,  N.  H.,  and  my  town, 
lere  is  a  great  deal  more  money  collected  than  can  properly  be 
»aned  out  at  home  safely.  There  is  no  question  about  that  what- 
rer.  What  are  you  going  to  do  with  the  surplus? 
Mr.  Hill.  That  shows  that  there  should  be  an  organization  of  the 
trmers  and  the  poor  people  of  this  country  to  demand  their  rights. 
;;  is  the  poor  people's  money  that  is  there,  and  the  poor  people  some 
ny,  in  my  judgment,  will  rise  up  and  demand  their  rights.  It  is  a 
latter  of  education  of  the  men  who  are  sitting  there  and  directing 
le  great  banks  and  never  see  the  poor  man  that  is  on  the  ground, 
ou^can  not  bring  relief  to  the  farmer  unless  you  bring  the  God- 
iven  sunshine  to  the  farmer  down  on  the  ground.  Think  of  the 
lan  on  the  ground  first,  because  he  has  furnished  the  money.  In 
ly  judgment  it  is  the  altruistic  spirit  that  has  got  to  get  into  your 
lutual  directors,  in  your  banks  all  over  this  country ;  and  Congress 
lould  start  a  campaign  of  education.  That  is  one  of  the  most 
nportant  things  in  this  business,  is  to  educate  the  people  of  America 
)  get  away  from  the  skinflint's  business,  oppressing  the  poor  man, 
ikmg  from  him  his  savings  and  spending  it  somewhere  else. 
Ifc.  Platt.  Have  farms  in  your  territory  ever  been  sold  for  less 
lian  the  mortgages  on  them? 

Mr.  Hill.  I  think  not.  !^  own  record  is  that  we  have  never  lost 
dollar  on  a  mortgage.  We  find  that  the  mortgages  are  liquid; 
bat  the;^  are  paid  on  within  four  years,  as  a  rule ;  Uiat  they  are  con- 
tantly  in  movement  of  liquidation;  that  is,  the  poor  man  pays. 
jmI  the  story  of  Europe  in  these  pages  everywhere  is  that  the  poor 
tan  pays  his  debts^  that  the  small  mortgage  is  the  safest  security; 
iat  it  18  good  business  and  the  best  business  to  go  out  and  reach 
Dwn  to  the  poor  honest  man  that  has  security  and  lend  him  money. 
87081—14 80 
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Mr.  Platt.  I  think  this  bill  contemplates  doing  just  what  you  m 
talking  about — Shaving  land-mortgage  associations  organized  in  con- 
nection with  the  savings  banks.  But  farm  mortgages  have  not  been 
considered  good  security  in  my  own  territory,  where  it  is  a  long- 
settled  country.  Many,  many  farms  have  been  sold  for  less  than  tne 
mortgages,  and  it  is  not  regarded  as  good  security.  And  I  believe 
that  is  the  case  all  over  the  country,  or  it  was  a  few  years  ago. 

Mr.  Hill.  That  brings  up  a  good  many  questions  I  would  not 
have  time  to  discuss  now,  but  which  I  would  like  to  take  up  some 
other  time. 

Now,  under  the  heading  of  Denmark  (p.  563),  under  the  heading 
of  "  Credit  institutions  " : 

Yes ;  it  started  quite  as  a  philantbropic  institution ;  but  in  the  last  20  or  30 
years  many  of  the  big  banlts  have  savings  departments  where  they  take  in 
savings,  too. 

Showing  you  that  in  Denmark  they  take  in  savings.  Now,  I  be- 
lieve it  is  unnecessary — I  have  a  great  many  of  these  statements  here 
I  call  upon  these  gentlemen  to  produce  evidence  showing  that  land- 
mortgage  banks  in  Europe  that  lend  money  to  the  farmers  limit 
their  deposits  to  a  paltry  one-half  of  the  capital. 

Mr.  Itatt.  They  do  a  commercial  business,  too,  don't  they — these 
landschaften  banks  in  Germany? 

Mr.  Hill.  I  am  not  sure  about  that.  The  rule  is  they  couple  up 
with  savings  business,  because  a  bank  doing  a  commercial  businesB 
loans  on  two-name  papery— strictly  accommodation  paper.  It  is  i 
different  commercial  oanking,  in  my  opinion — is  a  different  proposi- 
tion entirely — from  the  savings-bank  business.  The  man  rumuDj;  t 
savings-bank  business,  first,  is  safety;  second,  he  has  a  long  time 
proposition ;  third,  his  overnead  charges  must  be  small,  because  his 
profits  are  small.  You  can  not  mix  the  two  very  well.  I  believe  it  is 
disastrous  to  most  banks  to  try  to  mix  the  savings-bank  business;  and 
all  over  Europe,  so  far  as  I  could  see  (that  was  not  a  part  of  onr 
particular  work)  the  commercial  banking  business  was  not  coupled, 
as  a  general  rule,  with  the  savings-bank  business.  I  believe  Dr. 
Coulter  will  bear  me  out  on  that. 

Mr.  Woods.  What  is  the  capital  stock  of  the  local  farm-land  banks 
in  Germany? 

Mr.  Hill.  I  could  easily  find  out.     It  is  very  large. 

Mr.  Woods.  Of  the  local  institutions? 

Mr.  Hill.  Yes.  Ther^  are  38  of  them,  and  I  could  easily  find  out 
The  fact  that  they  did  not  lend  money  to  farmers  relieved  me  from 
further  investigation  of  those  banks.  Their  capital,  however,  was 
always  large.  The  model  of  these  banks  that  seem  to  have  impressed 
the  minds  of  some  of  our  commissioners  was  this  great  bank  that  had 
$10,000,000  capital  with  special  privileges  from  the  Grovemment 

I  have  dwelt  on  earning  capacity  and  overhead  charges  and  ad- 
ministration charges.  The  third  proposition  is  elasticity.  The 
whole  banking  business  must  be  considered  with  a  view  to  eUsticHy* 
The  bank  must  fit  the  community.  The  banks  that  fit  North  Caro- 
lina will  probably  not  fit  Texas.  My  own  personal  experience  with 
the  gentlemen  from  Texas  was  that  they  tnought  quite  differaatl] 
from  men  in  North  Carolina.  The  people  in  the  South  think  molt 
like  people  in  the  Middle  West  and  the  East;  and  the  distingoiriidll 
gentleman  from  Indiana  is  probably  good  North  Carolina  stock,  for^ 
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I  know.  What  will  fit  one  section  will  not  fit  another.  There- 
^  I  would  strike  down,  out  of  this  bill,  any  effort  to  make  a  grand 
Lonal  system  with  all  of  its  petty  officers  to  be  appointed,  its  fidu- 
■y  agents,  its  red  tape,  its  tremendous  rate,  and  the  machinery, 
^ill  not  fit  in  many  localities.  I  believe  it  is  fundamentally  true, 
L  I  believe  you  will  all  bear  me  out,  that  the  same  kind  of  a  bank 

rnot  fit  all  localities. 
ow,  we  come  to  the  question  of  the  decentralization.  Mr.  Moss, 
t^is  statement,  dwells  upon  the  great  decentralized  system  of  Ger- 
ny — I  will  tell  you  that  in  my  opinion  he  thoroughly  misunder- 
3d  the  idea  of  decentralization.  The  decentralization  of  Germany 
lie  big  bank  with  the  central  management,  but  with  its  arm  reach- 
:  out  mto  every  section.  The  landschaft  had  its  committees  in 
cry  county  in  Hungary ;  the  ffreat  Hungarian  land-mortgage  hsLuks 
3  their  committees  out  in  the  various  communities  of  Hungary, 
mt  is  the  decentralization  they  are  talking  about.  It  is  a  decen- 
lization  of  organization,  as  there  is  no  such  thing  in  the  business 
the  decentralization  of  forming  these  little  banks  whose  securities 
3  could  carry  around  in  your  vest  pocket.  Any  plan  that  Congress 
ices  upon  the  Amercan  people  should  be  the  simplest  sort  of  na- 
nal  legislation,  so  simple  that  it  can  reach  all  the  States  alike, 
ne  general  principles,  and  furnishing  some  capital  in  deposits  or 
fund  to  start  this  proposition  off,  on  certain  conditions.  Those 
oditions  are  best  to  be  carried  out  by  these  States  in  their  own  way. 
mm  a  believer  in  the  great  fundamental  idea  that  the  American 
KDts  to  carry  out  the  plan  in  his  own  way,  and  I  believe  that  any 
an  that  seel^  to  fasten  a  rigid  system  upon  all  parts  of  this  countir, 
veral  times  greater  than  Germany,  Hungary,  or  any  other,  would 
IL  I  think  that  is  a  fundamental  proposition  that  your  plan  must 
;•  My  own  experience  in  banking  for  many  years  shows  me  you 
Ji  never  put  an  $80  saddle  on  a  $10  horse  and  win  the  race,  i  ou 
list  fit  your  bank  to  your  communitv,  and  your  big  bank  to  your 
immunity,  to  the  needs  of  your  people. 

Senator  Holus.  How  would  you  do  that,  Mr.  Hill?  Give  some 
38  particular  description  ? 

Mr.  Hill,  Yes,  sir;  I  will  give  the  plan.  I  would  not  come  here 
»  try  to  tear  down  a  plan  that  has  already  been  built  without 
Ting  to  offer  another  plan.  I  will  say  here,  however,  I  did  not 
raw  a  bill  and  shall  not  attempt  to  frame  a  bill,  and  I  will  only 
ve  out  some  suggestions  which  might  be  of  value  or  not. 
Section  19,  "  Federal  fiduciary  agent " — the  salarj^  and  some  of  his 
ties. 

The  committee  evidently  believed  that  they  had  found  some  thing 
B^  here.  They  openly  stated  that  this  was  a  new  idea,  absolutely 
^nal.     I  am  glad  that  they  were  so  frank.    There  is  no  authority 

*  it  anywhere,  so  far  as  I  know,  in  any  bank  anywhere  else.  Hence, 
mg  such  innovation  in  the  grand  plan  that  has  worked  in  Europe 

*  100  and  more  years  we  should  take  it  with  much  doubt  and  hesi- 
ion. 

t?^ow,  here  is  a  man  appointed  by  the  Government  This  bill,  ap- 
t»ntly,  in  the  minds  of  these  gentlemen  provides  for  a  great  num- 
C  of  little,  so-called,  competitive  banks — so-called  competitive 
:iiciary  agents,  representing  two  masters,  the  Federal  Government 
d  the  bank,  probably  employed  in  the  bank  at  a  salary  of  $1,600 
^ear.    Now,  one  of  the  duties  of  the  fiduciary  agent  is  that  he  haa 
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to  see  that  these  mortgages  are  promptly  paid.  He  has  also  \\ 
credit  on  the  bond  issue,  the  collateral  trust  bonds,  the  installment 
The  bill  does  not  exactly  say  that,  but  Mr.  Moss,  as  I  understand,!^ 
his  statement,  claimed  that  is  one  of  the  strong  features  of  the  bitt-^ 
one  of  the  great  securities  of  the  bill.  In  my  humble  opinion  it  il 
entirely  impracticable.  In  a  "  Eamskat,"  with  its  small  community, 
can  you  find  a  fiduciary  agent  capable  of  doing  this  compUcaiM 
business  of  marketing  the  bonds,  to  stand  up  with  the  ^reat  booj 
men  of  New  York,  Cincinnati,  Philadelphia,  and  Boston  T  Why,  i 
it  increditable ;  it  is  unbelievable,  that  the  duties  of  this  fiduou 
agent  should  be  to  sell  the  bonds  and  credit  the  little  payments  o 
the  little  collateral  trust  bonds. 

He  would  have  a  collateral  trust  bond,  that  every  six  months  thei 
was  to  be  a  little  payment  credited  on  it.  I  understand  Mr.  Moes  i 
say  the  money  must  go  promptly  there.  Now,  that  is  not  the  stoi 
of  Europe.  He  talked  to  this  committee,  making  a  great  point  abn 
sinking  funds — the  danger  of  sinking  funds.  Well,  how  can  ti 
business  be  otherwise  transacted?  Would  any  of  you  gentlemi 
have  a  bond  that  every  six  months — a  bond  payable  to  bearer — the 
was  to  be  a  small  amount  taken  off  of  it?  That  would  ruin  the  si 
of  the  bond.  In  the  first  place — I  am  not  talking  about  the  intera 
on  the  bond  that  is  clipped  off  in  coupons,  but  I  am  talkinff  abm 
the  principal  of  the  collateral  trust  bonds — ^how  could  this  TOUciar 
agent  take  the  money  from  the  hands  of  the  farmer  and  carry  it  ai 
put  it  on  the  bonds  payable  to  a  bearer  somewhere  else? 

Mr.  Hayes.  I  think,  Mr.  Hill,  you  are  under  i^  misapprebensioi 
I  do  not  think  that  is  the  idea  of  anybody. 

Mr.  Hill.  The  bill  does  not  say  that  clearly,  but  I  was  develop 
ing  Mr.  Moss's  statement;  I  am  talking  now  about  Mr.  Mobb' 
statement. 

Mr.  Platt.  You  are  mixing  the  bond  up  with  the  mortgage. 

Mr.  Hill.  I  will  give  you  what  Mr.  Moss  says  on  that.  I  hop 
he  is  mistaken. 

Mr.  Moss.  Have  you  the  hearings  on  the  bill  that  you  are  referrin 
to  in  which  my  statement  occurs? 

Mr.  Hill.  Yes.    Mr.  Moss,  on  page  58  of  his  statement,  says: 

The  fiduciary  agent  provided  here  is  a  broad  original  feature,  which  I  i 
not  thinly  you  will  find  in  any  mortgage  system  anywhere. 

I  am  glad  he  was  so  frank 

His  duty  is  to  credit  the  payments  on  the  mortgages  and  turn  the  money  of 
to  the  bondholders  directly. 

Mr.  Moss  made  a  point  of  that.  I  hope  he  is  mistaken,  and  if  1 
will  withdraw  that  conclusion,  I  have  nothing  more  to  say  about  i 
I  read  the  words  of  the  bill,  and  the  bill  does  not  seem  to  call  I 
that  construction.  If  it  did  it  would  be  f atalljr  defective  right  ttaf 
but  Mr.  Moss  made  a  point  before  this  committee  of  the  won^eri 
duties  of  this  fiduciary  agent  of  transferring  the  money  from  i 
hands  of  the  borrower  to  the  hand  of  the  city  investor,  which  is  il 
practicable. 

Senator  Hollis.  The  hour  has  now  arrived  when  we  take  a  i 
and  we  will  suspend  here. 

Thereupon,  at  12.55  o'clock  p.  m.,  the  subcommittees  took  a 
until  2.80  o'clock  p.  m. 
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i'  AFTER   RECESS. 

The  subcommittees  reassembled  at  the  expiration  of  the  recess. 
STATEMENT  OF  JOHN  S.  HUL,  OF  DTJSHAM,  H.  C— Contiiined. 

Mr.  Woods.  Mr.  Hill,  you  spoke  this  morning  about  *the  business 
ione  by  the  large  savings  banks,  or  farm-land  banks  of  Europe,  and 
ibout  the  savings  accounts  of  all  those  institutions.  Do  not  the  same 
nstitutions  take  on  what  they  call  a  current  account,  keeping  such 
kocounts  separate  from  the  others? 

Mr.  Hnx.  Some  do. 

Mr.  Woods.  Loaning  such  money  on  short  time  ? 

Mr.  Hill.  So  far  as  I  was  able  to  see,  the  short-term  credit  busi- 
taas  was  done  almost  entirely  separate  and  aloof  from  the  land  bank. 
p  was  done  by  the  local  credit  unions.  Most  of  them,  in  all  the  coun- 
tries, were  coupled  up  into  large  central  institutions,  and  once  in  a 
wile  that  central  institution  had  a  connection  with  the  land  mort- 
bge  bank,  as,  for  instance,  the  small  holders'  land-mortgage  bank  in 
Bnngary  seemed  to  operate  very  much  through  the  central  of  small 
taions.  The  land-mortgage  bank  for  small  holders  in  Hungary 
bdertook  at  one  time  to  do  a  personal  credit  business,  but  abandoned 
t  because  it  would  not  work  well  with  their  other  business. 

Mr.  Woods.  Well,  I  did  not  refer  to  the  personal  credit  feature  in 

broad  sense,  but  as  I  remember,  in  the  case  of  th6  large  savings 
>anks  of  Italy,  they  also  have  what  they  call  current  accounts? 

Mr.  Hill.  Yes,  sir. 

Mr.  Woods.  And  they  do  receive  quite  a  large  amount  of  deposits 
n  that  account? 

Mr.  Hill.  Well,  I  think  that  is  quite  likely,  though  I  am  not 
[uite  positive  about  that  particular  point.  The  question  of  cur- 
«nt  accounts  was  noticed  by  us  in  a  good  many  places  in  Europe, 
flroecially  in  Scotland. 

Mr.  Moss  can  give  you  information  about  this  splendid  plan  that 
ihe  Scotch  people  have  of  using  current  accounts  in  banking.  He  is 
nore  familiar  with  that  than  I.    It  struck  me  as  a  very  good  plan. 

Now,  applied  to  one  of  our  local  institutions,  it  would  mean  that 
I  farmer  would  simply  go  into  the  bank  and  ffive  his  security — ^his 
mortgage,  which  would  establish  him  a  line  or  credit — for  instance, 
for  $2,000.  The  interest  on  that  mortgage  would  not  run  for  $2,000, 
fcttt  would  only  be  calculated  on  the  amount  that  he  actually  bor- 
towed  from  day  to  day.  That  is  what  I  understand  by  the  current- 
iocount  system  as  established  in  Europe.  It  is  a  very  valuable  thing 
p  all  tiie  poor  men.  « 

^  You  understand  that  the  system  in  America  is  that  a  man  takes 

I  ban,  and  he  pays  interest  generally  on  the  whole  loan,  in  advance. 
[^He  frcKjuently  leaves  the  entire  loan  at  the  bank  for  three,  five,  or 
^   months,  and  in  some  cases  for  several  years,  for  some  p)eculiar 
son.    He  gets  four  per  cent  interest,  if  it  is  left  for  three  months, 

I  the  money  deposited,  which  he  is  borrowing  at  6  per  cent,  hence 

is  a  great  deal  of  money  in  every  bank 

!  Mr.  WoooD  (interposing) .  I  never  heard  of  a  farmer  doing  that 
K  a  bank. 
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Mr.  Hill.  Yes,  sir ;  in  my  own  personal  experience  I  have  seen 
it  is  quite  common. 

Mr.  Plait.  You  mean  a  farmer  leaving  the  money  that  he  has  \ 
rowed  with  the  bank? 

Mr.  Hill.  Yes ;  and  there  is  a  reason  for  it. 

Mr.  Platt.  In  the  Scotch  bank  the  deposit  automatically  pays 
80  much  on  the  mortgage. 

Mr.  Hill.  Yes.    Mr.  Moss  is  more  familiar  with  that  than  I 

Mr.  BuLKLEY.  Can  you  explain  that  expression  "  peculiar  reas« 
that  you  just  mentioned? 

Mr.  Hill.  Yes.  Frequently,  it  has  come  to  my  knowledge,  i 
a  man  wanted  to  buy  a  certain  piece  of  property ;  and  a  ^eat  m 
farmers  do  not  believe  in  options.  They  would  ndt  give  you 
option  at  all.  They  trade  a  little  differently  from  omer  peoj 
and  this  man  borrowing  the  money  would  have  to  have  the  aci 
money  in  the  bank  before  he  made  any  deals,  and  sometimes  the  < 
is  delayed  for  weeks  on  that  account.  He  is  negotiating  for  it  aroi 
through  some  "  grapevine  "  channel.  That  is  generally  the  best  i 
son  which  I  have  ever  heard  for  that  custom.  There  are  other  mi 
reasons. 

Mr.  Platt.  In  such  case  does  the  man  actually  draw  the  money 
of  the  bank  and  pay  it  over  to  the  seller,  or  will  he  give  his  ch 
to  the  seller  at  the  bank  ? 

Mr.  Hill.  He  generally  brines  the  seller  to  the  bank  and  drj 
the  money  right  out  of  tne  bai3c  and  hands  it  over  to  him  in  a 
We  have  a  room  in  our  savings  bank  where  two  farmers  may 
together,  or  the  farmer  can  arrange  that  with  the  city  people 
they  are  the  purchasers. 

Mr.  BuLKLEY.  You  did  not  mean  that  there  was  any  frame  up 
the  banker  for  the  purpose  of  keeping  the  deposit,  did  vou  ? 

Mr.  Hill.  No,  sir;  you  understand  that  tne  rule  of  the  banks 
most  of  the  Southern  States  is  that  whenever  a  loan  is  granted  t 
man  by  a  commercial  bank  he  must  leave  20  to  25  per  cent  of 
money  in  that  bank.  The  institution  with  which  1  am  connec 
believes  that  that  is  usury  and  will  not  allow  it.  No  man  shouk 
clubbed  into  leaving  his  money  in  a  bank.  He  should  deposit  c 
if  he  wants  to  do  so.  In  our  institution  if  a  man  borrows  $1,000 
seek  to  give  him  the  $1,000. 

Mr.  Platt.  Well,  you  do  not  object  to  his  leaving  any  part  o 
there,  do  you? 

Mr.  Hill.  No  ;  we  may  politely  ask  him  to  leave  it  there ;  we  do 
compel  him  to  leave  it  tnere ;  that  is  the  point ;  we  put  the  mone; 
his  account,  and  he  can  draw  it  out  at  once,  every  dollar  of  it.  . 
that  system  of  the  banks  which  enables  them  to  compel  a  man  to 
posit  a  part  of  his  loan  with  them  should  be  prohibited,  in  my  ji 
ment  it  is  wrong  in  principle,  and  it  frequently  makes  a  bank  \ 
money  to  a  man  when  otherwise  it  would  not  do  so,  in  order  to  s 
its  deposits;  and  I  have  known  of  considerable  losses  coming  al 
in  that  way. 

Mr.  Platt.  This  system  that  you  speak  of,  the  farmers  of 
countrynever  borrow  on  mortgages  in  that  way,  do  they  ? 

Mr.  Hbll.  Frequently. 

Mr.  PLATr.  Take  a  mortgage  to  the  bank? 
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Mr.  Hnx.  Take  a  mortgage  to  the  bank  and  establish  a  line  of 
credit,  yes;  that  is,  they  get  the  mon^y,  in  the  case  of  our  institution. 
We  have  no  line  of  cremt,  because  it  requires  a  lot  of  bookkeeping 
to  keep  the  daily  balances;  it  would  increase  the  overhead  charges 
considerably.  As  I  understand,  the  Scotch  have  worked  it  out  so  as 
to  get  it  on  a  very  economical  basis,  and  that  is  the  system  of  Scot- 
land, as  I  understand  it;  and  for  that  reason  they  have  no  interest 
in  this  European  land-mortgage  short-term  credit  proposition  at  all. 
That  is  what  I  was  informed  by  members  of  the  American  commis- 
sion who  saw  the  Scotch  system  working. 

Mr.  Platt.  Would  it  not  look  as  if  the  Scotch  system  was  simpler 
tiiian  any  other  system  for  short-time  credit? 

Mr.  Hill.  Yes;  it  looks  like  a  wonderful  thing,  and  it  ought  to  be 
looked  into  carefully  and  encouraged.  If  I  had  had  time  I  would 
have  made  a  special  visit  to  Scotland  just  for  that  purpose. 

Mr.  Platt.  I  should  think  the  cost  of  the  constant  partial  pay- 
ments, in  the  way  of  deposits,  and  keeping  track  of  those  thmgs 
would  be  considerable,  unless  they  were  required  to  be  made  at 
regular  intervals  in  some  way. 

Mr.  Hill.  No,  sir;  it  is  a  mere  matter  of  training  at  your  bank. 
You  understand  that  a  small  bank  generally  clears  through  the  large 
bank  in  this  country.  The  large  bank  allows  3  per  cent,  and  some- 
times 4  per  cent,  interest  on  daily  balances.  They  have  a  plan  of 
working  out  your  daily  balances.  In  fact,  a  great  many  New  York 
banks  pay  interest  now  on  daily  balances,  and  it  seems  to  be  quite 
simple.  We  never  instituted  that  plan  in  any  of  our  institutions,  be- 
cause I  was  not  familiar  enough  with  it. 

Mr.  Platt.  Yes.  That  is  the  Scotch  plan.  The  daily-balance 
.  plan. 

Mr.  Hill.  Yes;  it  is  the  Scotch  plan.  That  is  right,  is  it  not, 
Mr.  Moss? 

On  page  18  of  Mr.  Moss's  testimony  he  stated  as  follows : 

We  are  not  endeavoring  to  do  nnytbing  more  than  provide  a  system  of  favor- 
able contracting  between  lender  and  borrower.  Government  supervision  should 
see  that  the  terms  of  the  contract  are  faithfully  carried  out;  but  it  seems  to  me 
to  be  going  too  far  to  attemi)t  to  direct  the  exi)enditure  of  the  money. 

If  the  gentleman  means  the  contracting  between  the  banks  and  the 
farmer — ^which  would  appear  to  be  what  he  does  mean — then  that 
in  itself  should  defeat  the  bill.  If  the  gentlemen  who  drew  the  bill 
believed  that  this  whole  problem  hinged  around  the  question  of  con- 
tracting, or  providing  a  system  for  the  money  lender  to  loan  to  the 
farmer,  then  they  have  only  partially  seen  the  proposition.  The 
broad  proposition  is,  as  I  have  stated  before,  to  bring  the  cheap 
money  of  the  money  centers  to  the  farmers,  and  this  is  not  a  mere 
bargain  between  the  bank  and  the  borrower.  That  is  the  joint-stock- 
oompany  plan;  and  the  joint-stock-company  plan  is  always,  in  my 
opinion,  the  bargaining  plan,  and  that  is  the  wrong  idea — funda- 
mentally wrong. 

Mr.  IrLATT.  Is  it  your  idea  that  this  thing  could  be  put  on  what 
you  might  call  a  philanthropic  basis  ? 

Mr.  Hill.  Not  entirely  a  philanthropic  basis.  The  farmer,  in 
my  opinion,  is  not  entitled  to  any  special  privilege,  and  I,  represent- 
ing farmers  as  I  do,  and  being  in  close  touch  with  them  and  having 
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their  confidence,  would  be  unwilling  to  stand  here  and  argue  for  any 
special  privilege  for  them. 

All  the  farmer  asks  is  a  certain  amount  of  Government  aasistaiice 
to  enable  his  proposition  to  get  on  its  feet;  to  put  him  on  his  feet 
and  to  connect  him  with  the  money  center.  I  have  no  sympathy  with 
the  Government  issuing  mortgages  and  loaning  money  promiaca- 
ously  to  farmers  all  over  the  United  States  on  a  8  or  4  per  cent  basia 
The  French  Government  did  that  and  I  thought  it  was  a  great  piece 
of  paternalism ;  and  I  believe  in  the  long  run  that  it  is  wrong.  But  I 
do  think  that  the  farmers  of  the  United  States  who  have  the  security 
ought  to  be  able  to  have  the  hand  of  the  Government  behind  theu* 
security  suflSciently  strong  to  give  them  their  rights.  Every  other 
body  of  men  in  America  has  the  arm  of  the  Government  behind  them 
in  some  way ;  the  national  bank  has 

Mr.  Stone  (interposing).  How  do  you  accoimt  for  the  fact  that 
merchants  who  have  no  special  bank  devised  for  their  use  are  aWe  to 
get  lower  rates  of  interest  than  the  farmers  ? 

Mr.  Hill.  For  this  reason:  The  banker  is  looking  around  at  the 
merchants.  He  drops  in  their  place  every  day,  he  knows  them,  and 
he  has  been  so  used  to  crediting  the  merchant  that  he  gives  him  t 
line  of  credit  frequently  for  $2,000,  when  he  is  not  worth  over  $800 
or  $400  in  actual  property.  He  wants  to  do  business  with  him;  he 
has  been  trained  to  do  it;  and  the  banking  man,  as  a  rule — and  I 
speak  with  great  experience  in  association  with  him — is  not 
trained  to  reach  the  farmer.  For  some  reason,  some  unexplainabk 
reason,  they  are  not  in  touch  with  each  other.  Mjr  own  observation 
is,  in  the  country,  that  the  farmer  oftentimes  either  distrusts  tiie 
bank — he  looks  upon  the  bank  as  a  monopoly — or  he  thinks  that  city 
banks  will  not  give  him  his  money  when  he  wants  it. 

Mr.  Platt.  Would  you  say  that  that  was  true  of  Lancaster,  Pa.. 
and  Frederick,  Md.  ? 

Mr.  Hill.  I  would  not  know  about  that,  but  I  am  just  giving  mt 
own  personal  experiences. 

Mr.  Platt.  Well,  there  is  a  town  in  Maryland  of  10,000  people- 
Frederick — which  has  a  bank  with  deposits  of  $3,500,000,  and  it  is 
only  one  of  four  or  five  banks  in  that  town.  Where  does  that  money 
come  from?  That  money  comes  from  the  farmers  only  in  the  sur- 
rounding section. 

Mr.  Hill.  That  must  be  an  unusual  situation.  It  mav  be  true 
that  in  that  case  the  farmers  are  actually  in  touch  with  theWnks. 

Mr.  Stone.  I  can  hardly  understand  from  your  argument  why  the 
merchants  can  get  the  low  rate  of  interest  when  they  are  not  organ- 
ized, and,  as  you  suggest,  thev  have  no  better  security  and  no  better 
rights  given  to  them  under  the  law.  Yet  they  go  to  the  banks  and 
get  a  low  rate  of  interest,  whereas  the  farmers,  as  you  state,  can  not 
get  a  low  rate. 

Mr.  Hill.  I  think  I  can  explain  that.  As  a  rule  the  merchant  is 
thoroujghly  organized.  In  every  town  of  any  size  they  have  a  mer- 
chants^ association;  they  are  closely  affiliated;  they  have  Dun^s  re- 
ports; they  keep  books^  and  they  are  in  daily  touch  with  the  banks. 

Mr.  SrONE.  Then  it  is  simply  a  matter  of  organization? 

Mr.  HiLU  Yes ;  a  matter  of  organization. 
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Mr.  Stone.  If  a  bill  should  propose  a  method  whereby  farmers 

old  organize  do  you  think  that  would  lower  the  rates  of  interest 

which  the  farmers  could  get  money  ? 

Mr.  HwL.  Yes;  organize  or  industrialize  their  security;  that  comes 

ider  the  head  of  short-term  credit.     My  own  view,  stated  just  as 

iefly  as  possible,  on  that  is,  that  short-term  credit  will  come  to  the 

rtner  just  as  soon  as  he  is  organized. 

Mr.  Stone.  Does  not  this  bill  to  which  you  are  objecting  furnish 

method  whereby  the  farmers  can  organize? 

Mr.  HiUi.  No,  sir.    There  is  a  cooperative  feature  in  there  which 

am  pleased  to  approve.    I  am  a  believer  in  cooperation  from  top  to 

ttom  as  the  best  method  of  bringing  cheap  money  to  farmers ;  but 

it  particular  cooperative  method  which  I  am  coming  to  in  a  few 

inutes  is  incomplete  as  it  is  in  this  bill.    I  want  to  develop  that 

sa ;  that  is  what  I  came  here  for. 

Mr.  Platt.  Are  you  going  to  develop  your  objections  to  the  bill 

rther  before  vou  go  on  to  other  matters? 

Mr.  Hill.  Yes ;  I  have  only  a  few  more  remarks  in  regard  to  the 

jections  to  make. 

On  page  29  of  Mr.  Moss's  testimony  he  says  : 

Tour  commission  has  come  before  you  with  a  purely  competitive  bill.  It  has 
n  prepared  with  the  idea  of  creating  competition,  not  only  between  different 
titntions  but  between  different  types  of  institutions;  but  if  your  committee 
>pt8  the  monopoly  idea,  if  you  are  to  accept  the  central-bank  plan,  then  you 
St  strike  out  of  this  bill  or  any  bill  that  you  report  either  cooperative  banks 
Joint-stock  banks. 

rhat  is  not  a  proper  conclusion.  If  this  committee — as  I  believe 
will  do  when  it  thoroughly  considers  this  matter — drops  the  whole 
nt-stock  idea,  you  do  not  have  to  fall  over  into  the  arms  of  the  first 
etcher  bill  and  adopt  one  great  national  land-mortgage  bank  op- 
itinff  over  the  whole  United  States,  which  is  several  times  larger 
m  Germany.  There  is  no  bank  in  the  world  that  has  such  a  field 
operations  as  that  But  there  is  a  great  middle  course  to  pursue, 
d  that  is  the  plan  that  I  am  trying  to  develop  and  which  I  came 
re  to  develop. 

Roughly  speaking,  it  is  the   Hungarian  plan,   adapted   to   our 
tmtry,  and  based  on  the  present  building  and  loan  plan. 
There  is  no  monopoly  about  the  plan  of  having  a  central  bank  in 
ery  State  in  the  Union;  for  a  central  bank  handling  this  propo- 
ion  would  give  no  monopoly  to  anybody. 

I  believe  that  the  farmers  do  not  come  here  and  ask  for  a  monopoly 
out  anything;  and  I  do  not  think  the  bankers  of  any  State  would 
Lve  any  just  right  to  come  here  and  object  to  a  central  bank  in 
orth  Carolina,  for  instance,  loaning  money  to  farmers  on  30-year 
ijmcnts,  which  is  a  line  of  business  that  they  do  not  now  engage 
^an  absolutely  new  line  of  business  entirely.  The  plan  that  I  seek 
•  bring  before  you  is  a  decentralized  plan  of  the  right  kind.  It  is 
centralized  sufficiently  to  be  elastic,  to  touch  the  needs  of  every 
tte  and  of  every  people.  It  could  so  fit  North  Carolina  that  it 
idd  work  out  our  salvation,  and  it  would  not  work  a  hardship 
on  Texas  or  upon  Massachusetts. 

[  can  not  believe  that  it  is  necessary  to  speak  further  on  monopoly, 
re  is  no  intention  in  any  man's  mind,  so  far  as  I  have  been  able  to 
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see,  to  ask  you  gentlemen  to  turn  loose  upon  the  American  people  t 
grand  national  farm-land  bank,  with  red  tape  and  machine^  to 
carry  it  out ;  I  would  not  stand  for  that  proposition.  And  I  be- 
lieve Senator  Fletcher  has  withdrawn  his  nrst  bill;  I  think  it  met 
with  universal  opposition  in  this  country. 

Coming  to  the  cooperative  side,  it  is  very  difficult  for  me  U 
thoroughly  grasp  the  cooperative  side  of  this  bill.    It  appears  to  me 
that  it  was  a  second  thought;  it  was  probably  the  inspiration  ol 
ciome  master  mind  on  the  committee  that  hung  on,  and  hung  on  to  the 
cooperative  idea,  despite  the  protests  of  his  associates.    It  therefare 
is  incomplete,  necessarily  a  weak  compromise,  which  would  not  wotIl 
The  fundamental  idea  is  right,  because  it  is  nonprofit  making  to  the 
money  lender.    It  seeks  to  give  the  profit  to  the  farmers  themselTes^ 
if  there  is  any,  which,  of  course,  is  the  right  idea,  and  is  the  ral; 
European  idea.    On  account  of  the  vagueness  of  the  organizatin 
of  the  cooperative  feature  in  this  bill,  I  am  unable  to  thoroo^ 
analyze  it  within  the  very  brief  time  that  I  have  had  to  consider 
this  proposition.    It  is  only  three  or  four  days  since  I  received  a  com- 
munication  from  Mr.  Bulkley  about  it. 

I  will  therefore  pass  on  quickly  to  some  of  Dr.  CJoulter's  testimcmj, 
which  in  my  mind  should  be  answered  before  this  committee,  ts 
impressions  which  may  have  been  fixed  in  the  minds  of  some  of 
the  members  of  the  committee  ought  to  be  removed. 

The  first  is  on  page  47  of  Dr.  Coulter's  testimony.  Dr.  Coidta 
is  a  man,  like  Mr.  Moss,  of  such  tremendous  information  and  abf 

that  I  hesitate,  as  I  did  in  the  case   of   Mr.  Moss,  to   find  f 

with  anything  that  he  said.  But  my  knowl^ge  of  the  building  tn^ 
loan  business  is  greater  than  his.  Ten  vears  ago  I  took  hold  of  r 
small  building  and  loan  association  and  built  it  up  and  developed  it 
until  now  it  is  one  of  the  most  prosperous  in  our  part  of  tht 
country.  It  has  a  surplus  of  $15,000,  which  is,  of  course,  appor- 
tioned every  six  months  among  the  holders  of  the  shares.  I  !■ 
familiar  with  the  workings  of  the  building  and  loan  association 
plan;  but  I  will  bring  forward  first  Dr.  Coulter's  idea.    He  says: 

And  I  first  was  incUued  to  tliiuk  that  the  building  and  loan  associttiai 
might  do  the  business  pretty  well ;  but  after  studying  it  and  after  Intervieirlai 
the  leading  officers  of  the  national  building  and  loan  associations  of  the 
country  and  writing  letters  and  studying  it»  I  have  come  to  the  conclwW 
that  the  building  and  loan  association  is  not  the  organization  for  this  pun»o«- 

Well,  I  am  sorry  the  gentleman  did  not  stick  to  his  first  impreai 
sions  about  it.  I  am  satisfied,  absolutely  satisfied,  that  he  struck  tb 
nail  on  the  head  in  his  first  impression;  he  probably  had  the  CMii 
Building  and  Loan  Association  in  his  mind;  and  I  think  that  tb 
farmers  there  have  grasped  the  right  idea  of  bringing  cheap  moDC] 
to  the  farmer.  The  building  and  loan  association,  as  you  gentknitfi 
all  thoroughly  understand,  is  entirely  mutual. 

Dr.  Coulter,  on  the  same  page,  objects  to  the  building  and 
association  on  account  of  its  being  a  local  institution  and  dependfl| 
on  the  savings  of  the  members  for  the  money  which  is  used  in  i 
loans.    It  is  not  necessarily  a  local  institution  at  all.    Building  i 
loan  associations  can  spread  all  over  the  State.    The  building] 
loan  associations  need  not  be  dependent  upon  their  little  dues. 
building  and  loan  association  oi  which  I  spoke  owes  the  trust 
pany  of  which  I  am  president  $20,000  now.     It  does  not  hmv«  \ 
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itil  it  gets  dues  from  members.  It  is  allowed  by  law  in  most 
:o  borrow  from  banks  in  order  to  meet  the  demand  for  loans, 
)  to  50  per  cent  of  the  amount  that  is  unpaid  on  its  mortgages 
t  holds. 

there  is  the  germ  of  the  whole  thing.  There  is  no  practical 
why  a  large  building  and  loan  association,  changed  and 
i  to  suit  the  farmers,  could  not  issue  bonds.  I  have  talked 
number  of  secretaries  of  building  and  loan  associations  and 
sured  me  that  to-day  the  weak  spot  in  the  building  and  loan 
s  is  the  failure  to  meet  the  demand  for  loans,  and  that  build- 
l  loan  associations  could  easily  issue  bonds. 
,  if  you  develop  the  building  and  loan  idea  along  the  land- 
ge  plan  and  let  it  reach  out  for  the  farmers  you  would  start 
guaranty  fimd,  which  must  come  from  somewhere;  it  can 
t  float  out  from  self-help — it  must  come  necessarily  from  the 
nd  the  Government. 

farmer  who  comes  in  to  apply  for  a  loan  would  take  stock  in 
llding  and  loan  association,  and  immediately  his  loan  would 
idered,  and  in  the  course  of  a  few  days  it  would  be  granted. 
,  the  farmer  would  give  his  mortgage — ^numbers  of  farmers 
give  their  mortgages — to  the  building  and  loan  association, 
those  mortgages  it  would  go  ahead  and  issue  collateral  trust 
The  great  beauty  of  the  thing  is  the  building  and  loan  asso- 
,  by  reason  of  its  ability  and  business  hustling  ways,  would 
issuing  all  the  bonds  to  flood  this  earth  with.  They  would 
re  to  issue  more  than  40  per  cent  of  the  amount  that  is  unpaid 
r  mortgages,  in  the  opinion  of  some  building  and  lodn  experts 
hom  I  have  discussed  this  proposition. 

,  that  is  a  very  important  pomt,  I  think,  with  the  building  and 
ssociations.  Do  not  let  the  farmer  have  the  idea  that  every 
mid  get  a  loan  in  30  minutes  on  his  collateral  trust  bond  plan, 
m  feel  that  he  has  got  to  pay  as  he  goes  along.  The  farmer 
to  pay  his  way.  The  building  and  loan  plan  simply  permits 
pay  his  way  without  usurj  and  oppression, 
itor  H01J.1S.  Mr.  Hill,  I  wish  you  would  state,  briefly,  the  plan 
ich  the  building  and  loan  associations  are  run,  for  the  record, 
olerably  familiar  with  it,  but  many  people  who  read  the  record 
>t  be. 

Hiu>.  I  have  a  constitution  here  of  a  building  and  loan  asso- 
,  if  you  would  like  to  have  that  in  the  record, 
itor  HoLLis.  I  should  think  that  would  be  too  long.    I  think 
n  give  the  plan  in  a  few  words,  so  that  we  can  have  it  in  the 

HiuL.  The  building  and  loan  association,  briefly  stated,  is  a 

I  association,  semiphilanthropic,  of  borrowers,  generally  for 

rpose  of  building  homes  in  the  suburbs  of  cities,  but  in  some 

is  it  extends  to  improved  farm  lands. 

Platf.  Now,  that  is  not  quite  complete,  is  it?    It  is  a  mutual 

ition  of  borrowers  and  investors,  is  it  not? 

Hill.  Yes;  I  should  have  said  and  investors.    There  are  two 

les  of  it.    One  is  the  investment  plan,  which  provides  that 

itor  HoLLis  (interposing).  You  mean  the  investment  feature? 

Hill.  Yes;  investment  feature,  which  provides  that  A,  for 

ce,  who  is  desirous  of  saving  some  money,  is  allowed  to  be 
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extended  the  privilege  of  taking  stock  in  the  building  and  loan  asso- 
ciation, so  that  he  will  feel  that  he  is  compelled  to  save  25  cents  each 
week  on  every  share  of  stock.    The  compulsion  idea  is  very  impOT- 
tant,  because  my  own  experience  shows  me  that  it  soon  teaches  that 
man  the  great  value  of  saving.    He  has  no  compulsion  to  go  to  the 
savings  bank  and  put  his  dollar  in  the  savings  bank;  if  it  rains  or  he  * 
feels  lazy  he  may  not  do  it,  and  there  is  nothing  that  would  happen. 
But  he  would  get  to  the  building  and  loan  association  with  his  cumar 
every  time.    There  is  a  fine  of  5  cents  a  week  if  he  is  more  than  one  , 
wecK  behind.    It  looks  like  a  hardship,  but  as  an  actual  fact  it  is  i  j 
great  blessing  to  the  building  and  loan  association  man  in  most  cases, 
because  it  teaches  him  the  great  value  of  systematic  saving,  and  it 
has  an  educational  value  for  the  man.    I  am  equally  interest^  in  tlw 
building  and  loan  association  and  in  the  savings  bank.    I  have  more 
stock  invested  in  the  building  and  loan  association  than  I  have  in 
the  savings  bank,  so  I  am  in  a  position  to  be  entirely  impartial. 

As  to  ^e  investment,  I  have  some  information  here  that  I  woaM 
like  to  read : 

Investment  of  $2.50  weekly  savings  in  a  building  and  loan  association : 
For  334  weeks  at  $2.50  per  week,  the  investment  would  amount  to  $835.   Tlie 
earnings,  by  compounding.  51  times  a  year  at  6  per  cent,  under  the  buildiiif- 
and-loan  plan,  would  amount  to  $165,  making  a  total  of  $1,000  for  10  shares. 

Under  the  savings-bank  plan  $2.50  for  334  weeks  would  amount  to  $fll 
Earning,  by  compounding,  every  four  months  at  4  per  c«it,  $108.38.  Tottl^ 
$043.33 ;  a  difference  in  favor  of  the  building  and  loan  association  of  $56.97. 

That  difference,  however,  is  made  up  out  of  the  earnings,  the  com- 
pound interest  on  those  installment  payments.  It  is  really  aboot  t^ 
per  cent  investment.  A  man  who  simply  wants  to  invest  in  tlie 
building  and  loan  association,  finds  that  it  is  a  splendid  nontaxable 
6J  per  cent  investment.  There  is  no  better  investment  that  I  know  of. 
It  earns  a  little  more  than  6  per  cent,  because  the  building  and  lota 
association,  like  life  insurance  companies  and  some  other  institt- 
tions,  earn  something  by  people  dropping  out  along  the  way.  The 
man  who  drops  out  of  the  building  and  loan  association  does  not  get 
anything  in  interest  on  his  installments  for  the  first  year.  The  man 
man  who  pays  fines,  of  course,  those  fines  go  to  the  profit  also.  There- 
fore, it  is  a  little  more  by  reason  of  persons  withdrawing,  not  jjet- 
ting  the  full  6  per  cent,  and  by  reason  of  the  fines  and  other  httie 
incidentals  that  might  come  in,  it  is  a  little  better  than  a  6  per  cent 
investment. 

The  other  side  of  the  building  and  loan  association  is  the  borrow- 
ing side.  Upon  a  vacant  lot,  which  he  has  generally  paid  for,  a  dmb 
wants  to  build  a  house.  He  figures  out  about  what  the  house  is  going 
to  cost,  and  generally  files  an  estimate  from  a  reputable  contractor, 
and  he  is  allowed  to  file  an  application  for  75  per  c«it  of  the  iiir 
valuation  of  the  lot  and  of  the  estimated  cost  of  the  house.  He  con- 
mences  to  pay  his  installments,  $2.50  each  installment 

Senator  Hollis.  He  is  allowed  to  bid  for  the  loan  in  our  part  of 
the  country. 

Mr.  Hill.  Yes:  I  will  come  to  that.  His  installments  continiM 
to  pile  up,  and,  of  course,  the  theory  of  the  building  and  loan  naaoQr 
ation  is  that  it  lends  out  only  the  aggregate  installments.  Now,  then 
is  the  weak  spot  in  the  building  andloan  association.  AU  the  build- 
ing and  loan  associations  that  I  know  anything  about  are  very  miBh 
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behind ;  most  of  them  a  year  behind.  Five  or  six  times  I  have  loaned 
the  association  with  which  I  am  connected  the  money  to  meet  the 
demands.  That  is  practically  coming  to  the  bond  basis. 
Mr.  Platt.  That  means  to  meet  the  loans  they  have? 
Mr.  Hill.  Yes;  to  meet  all  applications  for  loans  that  they  have. 
To  ffet  up  to  date.  That  is  the  way  to  make  a  large,  prosperous 
boiloing  and  loan  association.  In  the  course  of  six  months  or  a  year 
the  average  man  reaches  his  time.  Perhaps  there  will  be  five  who 
will  file  applications  on  the  same  day  and  want  the  same  $1,000. 

Then,  the  secretary  of  the  building  and  loan  association  puts  it  up 
and  says,  "  How  much  will  you  give,  Mr.  A?"  Mr.  A  says,  " I  will 
give  vou  $5."  Then,  the  secretary  says,  "  Mr.  B,  how  much  will  you 
give!"  He  says,  "I  will  give  $10";  and,  then,  Mr.  C  says  that  he 
Win  give  $15. 

Well,  the  highest  bidder  gets  the  money,  and  the  association  gets 

the  premium.    Sometimes  there  is  quite  a  little  income  that  comes  in 

in  that  way.    I  will  not  allow  the  premium  idea  in  our  building  and 

loan  association.    I  believe  it  is  wrong.    It  is  making  a  man  pay  more 

than  6  per  cent  interest  for  his  money.     I  would  rather  loan  the 

money  at  6  per  cent  mjrself ,  because  I  do  not  believe  in  that  system. 

Now,  when  the  loan  is  made  the  mortgage  is  placed  on  the  man's 

property.    The  loan  is  charged  to  him  on  the  books  as  he  draws  the 

money  out.    The  inspector  from  the  building  and  loan  association 

examines  the  house  from  time  to  time,  and  has  a  certificate  from  the 

contractor  stating  how  much  has  been  done  on  the  house;  and  the 

money  is  paid  out  in  proportion  to  the  work  done  on  the  house. 

When  the  house  is  completed,  the  total,  $1,000,  has  been  paid  out  and 

interest  has  only  been  paid  on  the  installments  as  the  man  actually 

drew  the  money ;  so  the  building  and  loan  association  really  has  the 

current-account  feature  somewhat  developed. 

Mr.  Platt.  The  amortization  plan,  however,  is  not  based  on  the 
payment  of  installments. 
Mr.  Hill.  Now,  coming  to  the  amortization  plan — the  installments 

on  10  shares,  the  man  pays 

Mr.  Platt  (interposing) .  $5  a  month,  in  my  neighborhood. 
Mr.  Hill.  He  paid  by  the  week;  334  weeks  his  standard  time,  at 
$2.50  a  week,  $835.  He  pays  interest  for  334  weeks  at  $1.16  a  week, 
that  makes  $378.44,  making  a  total  of  $1,222.74  for  the  whole  period 
of  time  to  the  maturity  of  the  stock.  The  matured  stock  then  works 
a  cancellation  of  the  $1,000  mortgage. 

Compared  with  a  bank,  if  he  borrowed  $1,000  from  a  bank,  at 
fhe  end  of  334  weeks  he  would  owe  $1,000.  He  would  have  paid 
interest  334  weeks  at  6  per  cent,  the  same  as  the  building  and  loan 
association,  ^87.44.  In  the  bank,  therefore,  he  would  owe^  $1,387.44 
18  against  $1,222.44  for  the  building  and  loan  association.  The 
difference  of  ^165  in  favor  of  the  building  and  loan  association  is 
iniide  up  of  interest  compounded  on  his  installments.  So  that  it 
is  absolutely  clear  to  any  human  mind  that  the  man  who  borrows 
tnoney  from  the  building  and  loan  association  gets  the  money  at 
aboat  6  per  cent.  While  his  interest  charge  remains  the  same  until 
maturity,  yet  he  is  getting  interest  on  all  his  installments  all  the  time, 
wad  the  interest  on  the  installments  at  the  end  finally  offsets  the 
interest  on  the  mortgage. 
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I  want  to  make  this  perfectly  clear,  because  a  great  many  banks 
are  antagonizing  building  and  loan  associations,  and  are  telling  peopk 
that  imder  the  building  and  loan  association  plan  in  tiie  last  half  of 
the  period  you  are  paying  all  kinds  of  interest  up  as  high  as  20  per 
cent,  whch  is  npt  true,  as  has  been  absolutely  demonstrated. 

Another  side  of  the  building  and  loan  association  plan  is  this — the 
management  side  of  the  building  and  loan  association,  the  adminis- 
trative side  of  it :  It  is  generally  operated  by  a  secretary  who  devotes 
a  part  of  his  time  to  it — two  afternoons  in  the  week,  perhaps.  It 
operates  under  the  lowest  possible  overhead  charges  of  any  mstitu- 
tion  in  the  United  States.  They  are  limited  by  law,  in  some  of  the 
States  to  one-half  of  1  per  cent.  It  therefore  seeks,  and  is  compelled 
by  law  to  deliver  the  money  to  the  poor  man  without  enormom 
salaries  and  graft. 

And  that  is  one  of  the  grand  qualities  of  the  building  and  loan 
association,  that  the  hand  of  the  law  is  upon  it  all  the  time.  He 
very  minute  the  secretary  of  the  building  and  loan  association  under 
takes  to  run  up  his  salary  the  inspector  from  the  insurance  depart- 
ment of  North  Carolina  puts  his  finger  upon  him  and  says  "hold 
on." 

Senator  Houljs.  What  class  of  men  perform  the  executive  work 
for  those  associations? 

Mr.  Hill.  They  are  generally  bookkeepers  or  real  estate  men; 
but  as  a  rule  they  are  philanthropists  of  the  highest  kind.  I  hiT« 
never  yet  known  a  single  secretary  of  a  building  and  loan  association 
that  did  not  have  firmly  embedded  in  his  mind  the  philanthn^ 
idea.  Mutuality  and  graft  do  not  go  together;  mutuality  and  profit 
seeking  do  not  go  together,  and  constantly  helping  a  man  would 
make  out  of  a  money  shark,  if  he  would  undertake  it,  a  good  man. 

On  the  other  hand,  the  constant  shaving  out  of  the  little  profit  and 
putting  it  into  vour  pocket  for  a  stockholder  who  is  grasping,  and 
who  is  frequently  living  somewhere  else,  perhaps,  will  change  a  min 
from  a  philanthropist  to  a  hard-hearted  man — or  will  have  a  tend- 
ency to  do  that.  I  will  not  say  that  it  will  necessarily  do  that,  for 
there  are  a  great  many  good  men  who  do  that.  There  is  a  small 
charge  for  the  inspection  of  the  property.  That  is  generally  done  in 
the  association  I  am  connected  with  for  nothing,  and  we  pride  our- 
selves in  giving  money  to  the  working  people.  That  is  what  our 
association  is  organized  for,  and  what  it  is  going  to  continue  to  be 
organized  for.  as  long  as  I  have  anything  to  do  with  it. 

Its  bookkeeping  is  considerable.     As  the  payments  come  in  the?; 
are  credited  in  the  book  which  the  stockholder  in  the  building  and' 
loan  association  holds  all  the  time.    That  is  an  evidence  of  pajrment 
The  payment  as  well  as  the  interest  is  also  credited  on  the  buildinf 
and  loan  association  books.  ^ 

Now,  the  building  and  loan  association  is  an  immensely  profitabh: 
concern.  The  one  with  which  I  am  connected  now  has  in  profill 
$15,000,  the  surplus  January  1,  1914,  on  3,753  shares.  : 

There  are  a  small  number  of  shareholders.  It  has  not  been  organ- 
ized many  years.     It  has  a  surplus  of  $15,734  on  3,753  shares. 

Mr.  Platt.  You  mature  your  shares  in  334  weeks,  do  you  not? 

Mr.  Hill.  Yes,  sir. 

Mr.  Platt.  That  is  about  seven  years? 

Mr.  Hayes.  No;  six  years  and  five  months. 
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Ct.  Hill.  A  little  less  than  six  and  one-half  years.  This  surplus 
pportioned  every  rix  months  among  the  sharenolders.    The  build- 

and  loan  association  offers  a  premium  for  a  man  to  stick  to  the 
•  The  man  who  stays  in  the  building  and  loan  association  gets  his 
mey  at  a  little  under  6  per  cent,  5f  per  cent.    The  man  who  draws 

early  loses  the  first  year  the  interest  on  his  installments,  the 
md  year  he  gets  a  part  of  the  interest  only,  after  the  fourth  year, 
slieye,  he  gets  as  much  as  6  per  cent,  compounded  on  all  install- 
]it6  paid  in. 

St.  tiiATT.  That  is  a  matter  of  local  reflation. 
St.  Hill.  Yes;  a  mater  of  local  regulation. 

ir.  Platt.  Sometimes  the  State  laws  govern  that,  as  in  New  York 
.te? 

dr.  Hill.  Yes. 

i4r.  Platt.  There  is  no  hard-and-fast  rule  that  building  and  loan 
jes  should  be  matured  in  334  weeks.  In  New  York  State  I  think 
y  ordinarily  mature  in  12  years. 

Ifr.  Hill.  The  matter  of  maturing  the  shares  and  the  period  for 
ich  the  shares  run  is  a  mere  matter  of  detail;  each  association 
>bably  has  its  own  term  period.  I  have  never  looked  up  the  statis- 
}  in  regard  to  building  and  loan  associations  particularly,  except 
to  carry  in  mind  that  there  are  several  million  stockholders  in  the 
ildin^  and  loan  associations — two  or  three  or  four  million.  But 
lat  I  do  know  is  that  in  the  great  Southland  thfe  building  and  loan 
lociation  is  in  the  minds  of  the  people  and  in  the  hearts  of  the 
aple.  You  find  a  building  and  loan  man,  and  he  is  going  to  stand. 
1 18  not  going  to  pay  any  usury.  He  is  proud  of  his  building  and 
IB  association.  He  knows  what  a  blessing  it  is. 
You  have  to  educate  the  people  to  understand  the  building  and 
in  association.  It  is  perfectly  clear  to  you  gentlemen,  as  it  is  per- 
jjfly  clear  to  my  mind,  how  it  works,  but  it  is  a  very  difficult  thing 
jfixplain  the  workings  of  the  building  and  loan  association  to  the 
m  who  can  not  read  and  write.  Therefore,  in  a  manufacturing 
jm  like  that  where  I  live,  where  a  great  many  people  are  unedu- 
led^  it  was  an  uphill  business  to  teach  the  people  the  building  and 
Kli  idea.  All  oi  which  comes  back  to  the  great  fundamental  idea 
education.  The  United  States  Government,  in  my  judgment,  must 
ipare  itself  promptly  to  furnish  tremendous  aid  along  educational 
5s  for  rural  economics,  for  building  and  loan  plans,  and  circularize 
Xit  the  advantages  of  these  philanthropic  propositions — show  the 
pie  how  to  organize.  We  need  that  in  the  building  and  loan 
>ciation  plan.  The  building  and  loan  people  all  over  the  United 
tes  win  unite  and  ask  Congress  to  circularize  about  the  advan- 
es  of  helping  the  man  to  build  his  own  home ;  and  I  tell  you  gen- 
nen  frankly  that  I  do  not  know  anything  that  a  man  can  do  in 
I  country  higher  and  better  than  helping  the  man  to  build  his 
De  and  helping  a  man  to  improve  his  home.  And  that  is  why  I 
here  to-day,  to  make  this  fight  if  I  can. 

ifr.  Platt.  You  would  not  say  that  a  25-cents-a-week  plan  could 
carried  out  with  farmers,  would  you,  or  even  $1  a  month  ? 
dr.  Hill.  Yes;  the  25-cents-a-week  plan  would  not  apply  gener- 
ic to  the  farmers.  But  farmers  in  my  country  are  being  taught  to 
ersity  farming.  The  one-crop  idea  is  being  discouraged.  Every- 
ere  farmers  are  taught  to  have  three  or  four  crops;  they  are 


Digitized  by 


Google 


480  BUBAL  CBEDITS. 

taught  that  dairy  farming  is  profitable;  they  are  tau£^ht  that 
farming  is  profitable  and  that  truck  farming  is  profitable.  I  c 
from  a  truck- farming  section  and  have  a  truck  farm  myeelf.  1 
start  in  with  asparagus  the  15th  of  March,  and  with  different  tn 
ing  crops  go  clear  on  up  to  September  and  ship  s<xnething  e\ 
week.  The  tenant  farmer  can  pay  his  dues.  All  the  tenants  on 
farm  are  engaged  in  trucking.  Those  men  can  pay  their  build 
and  loan  association  dues  just  like  anybody  else;  they  pay  by 
month.  There  is  no  reason,  fundamentally,  in  the  operation  of 
buildinff  and  loan  plan  why  you  should  pay  by  the  week. 

The  farmer  could  pay  three  montiis  in  advance,  and  the  a 
money  would  be  compounded.    I  would  like  to  see  this. 

If  the  farmer  now  borrows  in  the  South,  he  not  only  pays  his 
rerest  in  advance  for  three  or  six  months,  but  pays  the  commisa 
and  pays  every  other  charge  in  advance.  So  why  could  not 
farmer  pay  in  installments  m  a  building  and  loan  association  tl 
months  m  advance,  or  pay  them  six  months  in  advance?  It  is  n 
ing  more  than  he  is  doing  now.  But  I  believe  the  building 
loan  plan  can  be  so  standardized  and  developed  that  he  can  pi 
at  the  end  of  the  six  months.  It  simply  means  a  little  longe 
maturity. 

But  coming  to  the  great  thing,  which  to  my  mind,  is  absoln 
fundamental,  let  us,  by  all  that  is  holy  and  good,  give  this  mone 
the  farmers  at  actual  cost,  and  demonstrate  to  him  that  it  is  at  ac 
cost.  If  a  man  is  to  pay  6  per  cent  for  his  money,  let  it  be  actual 
If  he  pays  5  per  cent  for  his  money,  let  that  be  at  actual  cost; 
it  is  my  opinion,  based  on  experience,  that  you  will  get  all  the  m 
for  him  that  you  want  to  at  actual  cost,  5  per  cent. 

Now,  the  building  and  loan  association  plan  can  be  adapte 
the  farmer  by  carrying  the  plan  a  few  more  weeks  longer;  instet 
334  weeks,  make  it  350  weeks,  enabling  him  to  pay  at  the  end  o1 
period,  and  he  simply  loses  the  small  interest. 

Dr.  Coulter  also  says,  on  page  48  of  his  testimony : 

That  (borrowing  money)  is  a  very  exceptional  and  rare  part  of  their  bus 

Of  course,  I  have  shown  that  that  is  not  in  accordance  witl 
custom  of  building  and  loan  associations  in  our  part  of  the  oouj 
They  do  borrow  money  largely  from  the  banks  or  individuals 
are  friendly,  and  they  pay  6  per  cent  for  it  The  idea  of  Dr.  Coult 
community  loans  is  shown  on  page  62,  where  he  says  that  he  cha 
his  whole  idea,  because  he  got  information  that  small  munidpa 
and  small  parts  of  the  county,  or  the  township,  and  so  on,  were 
rowing  money  at  low  rates  of  interest  without  any  difficulty.  I ' 
to  ask  if  he  saw  the  real  difficulty?  In  my  State,  just  as  I 
leaving,  a  small  county  sold  its  bonds,  $30,000  of  bonds  (Wi 
County,  N.  C.)  at  5  per  cent.  And  what  do  you  suppose  the  di 
was  ?  The  lawyers'  tees  in  New  York  City,  the  roundabout  ^p| 
fees  and  commissions,  amounted  to  $3,200  for  selling  a  $30,000  ^ 
issue.    Now,  that  is  the  actual  fact  as  to  Warren  County,  N.  C. 

Mr.   Seldomridge.  Let  me  interrupt  you  there,  Mr.  HiU. 
city,  of  35,000  people,  floated  a  bond  issue  of  $100,000  among  its 
people,  without  paying  any  commission  whatever. 

Mr.  Hill.  You  obtained  the  money  from  your  own  people. 

Mr.  Platt.  How  long  ago  was  that,  Mr.  Seldomridge? 
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Mr.  Seidomridoe.  Within  the  last  three  or  four  months. 

Mr.  Hayes.  Our  people  in  California  have  got  money  from  their 
own  i)eople,  and  sold  tne  bonds  at  a  premium  without  paying  any 
commission  at  all. 

Mr.  Hill.  I  think  the  reason,  however,  for  floating  municipal  bonds 
ia  the  community  interest,  the  great  strength  behind  it.  I  have  not 
■ny  idea  that  if  a  small  $10,000  bank  was  started  there  and  you 
undertook  to  float  those  bonds  these  people  would  buy  them.  But 
9m  let  that  be  a  lien  upon  the  whole  community  and  you  have  got  a 
relief  in  the  minds  of  the  people  that  you  have  got  something  strong; 
md  if  your  bonds  are  sold  locally  they  are  sold  cheaply,  showing  that 
iiey^  are  sold  without  much  rake-on  and  showing  the  community 
ipirit  that  there  is  in  the  transaction. 

But  the  plan  that  I  have  in  mind  provides  for  making  a  State  in- 
ititution  the  fiscal  agency  for  all  bonds  issued  by  municipalities, 
bounties,  or  any  public  corporation  in  the  State  issuing  bonds. 

Mr.  Platt.  Municipal  Tbonds  are  largely  taken  by  the  savings 
Clanks  in  our  country. 

Mr.  Hell.  Yes.  Unless  something  is  done  to  check  the  whole  bond 
business  in  the  South  there  is  going  to  be  a  great  financial  collapse. 
People  are  issuing  bonds  for  all  sorts  of  purposes.  In  at  least  one- 
tliird  of  the  instances  that  come  under  my  observation  the  bonds  were 
irregular.  Members  of  the  legislature  have  frequently  told  me  that 
A  certain  bond  bill  was  drawn  up  by  the  local  city  attorney  or  the 
county  attorney  and  rushed  through  the  legislature,  and  nobody 
paid  any  particular  attention  to  it,  and  they  have  had  to  so  to  the 
supreme  court  time  and  time  again  contending  for  the  validity  of 
"ttose  bonds. 

Mr.  Platt.  That  is  the  reason  for  having  to  pay  the  legal  expenses, 
etc,  that  you  mentioned  a  moment  ago. 

Mr.  Hill.  That  is  one  of  the  reasons.  Suppose  a  small  munici- 
pality in  North  Carolina — ^we  will  call  it  "  Ramscat " — should  start 
m  to  repudiate  an  issue  of  $20,000  of  bonds.  It  has  been  done ;  that 
is  no  flight  of  the  imagination.  Immediately  the  credit  of  North  Caro- 
lina would  be  ruined.  It  would  be  advertised  all  over  the  financial 
.centers  of  the  United  States  that  North  Carolina  had  repudiated  her 
bonds. 

i  Now,  there  might  be  some  reason  in  the  minds  of  those  people  for 
nat  But  we  want  some  central,  stable  body  standing  there  between 
phe  man  in  New  York  that  loans  us  his  good  money  and  the  man 
fiown  in  North  Carolina  that  is  spending  that  money  on  streets  and 
]  lt|$ewalks  and  good  roads,  which  soon  wash  away  ana  wear  away. 

^I  can  imagine  no  greater  service  that  this  central  bank,  under  the 

arian  plan,  adapted  to  the  building  and  loan  association  plan, 

perform  in  North  Carolina  than  to  act  as  a  fiscal  agent,  with 

State  certifying  to  the  regularity  of  those  bonds,  selling  those 

ads  and  establishing  an  everlasting  sentiment  against  any  sort  of 
upted  repudiation  of  those  bonds — in  short,  organizing  the  bond 
less  of  North  Carolina  and  other  States. 

That  is  one  of  the  most  profitable  businesses  in  Europe,  and  is 
Ime  by  many  of  these  institutions,  as  the  evidence  shows.  I  have 
lot  time  to  give  you  a  number  of  illustrations  which  I  have  of  that, 
lecause  I  believe  you  will  agree  with  me  that  it  is  a  great  business. 
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And  it  is  an  immensely  profitable  business.    Would  you  send  a  I 
to  do  a  great  man's  work?    Would  vou  send  an  averaffe  fiducL, 
agent  to  New  York  to  sell  an  issue  of  bonds?    He  would  get  lorti,. 
New  York ;  he  would  never  sell  his  bonds.    What  is  the  practice!  i| 
general  junketing  trip  of  the  city  attorney,  and  probably  the  miji 
and  the  mayor's  son,  and  two  or  three  other  people,  and  get  lost;  i 
finally  they  land  in  the  office  of  some  trust  company,  and  a  sm 
boy  in  the  trust  department  finally  makes  the  trade  with  them— tboi] 
the  fees  and  about  the  marketing  of  the  bonds,  and  the  r^ularityi 
the  bonds. 

The  profit  of  this  concern  from  this  business  alone  would  pr 
take  care  of  the  overhead  charges.    Why  not  send  the  secreUiji 
your  institution,  your  big  institution?     That  is  his  businesB;  I 
studies  markets  everywhere.    If  there  is  anything  true  about  ;^ 
it  is  that  when  you  ^o  to  market  a  security  you  want  a  man  to  doi 
you  do  not  want  a  ooy;  you  do  not  want  a  blundering  ignorui 
marketing  bonds.    You  want  a  man  to  market  the  bond^  who  can  goti] 
New  York  or  to  Cincinnati  or  anywhere  else.    I  have  marketed  I 
myself ,  and  I  know  what  it  is.    It  is  a  man's  job. 

Mr.  tiiATT.  The  man  is  not  the  man  ordinarily  for  the  job,  theni 

Mr.  Hill.  I  should  not  think  so.    Now,  I  have  figured  as  to  f 
plan  which  I  have  in  mind,  which  I  will  only  develop  rouffhlT, 
cause  of  lack  of  time  to  consider  it ;  and  I  want  to  say  that  I  do 
consider  it  perfect  at  all ;  and  I  expect  you  gentlemen  can  make 
provements  in  it. 

Following  up  the  idea  of  the  State  central  land-mortgage 
having  charge  of  the  issue  of  bonds  of  public  corporations,  Is 
that  it  would  be  of  very  great  advantage  to  the  corporations  in 
least  some  of  the  States  to  standardize  the  issue  of  these  bonds, 
standardize  the  methods  of  establishing  sinking  funds,  to  standai 
the  rates  of  interest  paid  by  banks  for  sinking  funds,  and  to  reqi 
that  at  least  a  part  or  the  sinking  fund  be  paid  into  this  central  bank, 
thereby  ^aranteeing  organized  supervision  over  the  whole  bond- 
issue  business  of  public  municipal  corporations. 

Generally  speaking,  the  plan  which  I  desire  to  submit  to  these  ecu 
mittees  is  the  modified  Hungarian  plan,  applied  to  our  building  aa 
loan  ass(Xiiati(>ns  that  may  be  organized  to  meet  the  needs  of  th 
farmers. 

The  history  of  European  business  shows  that  it  has  been  the  » 
operative  land-mortgage  com])anies,  or  partly  cooperative,  like  tbl 
Hungarian  land-mortgage  institute,  which  have  set  tne  pace  for 
long-time  money  and  have  educated  the  public  into  purchasing  d< 
ture  bonds.  There  can  be  no  objection  to  the  legal  provision  wh< 
the  joint  stock  companies  of  ordinary  type,  org:anizmg  for  profit, 
be  permitted  to  go  into  the  land-mortgage  business. 

In  my  opinion,  the  farmers  of  the  country  do  not  ask  any 
privilege  along  this  line,  and  do  not  ask  any  legislation  that  w 
prevent  private  capitalists  from  going  into  the  land-mortgage  ' 
ness.     But  they  do  not  want  tlie  whole  business  of  marketing 
securities  intrusted  to  the  money  lenders.    They  want  a  State 
trolled  institution  to  Iielp  tliem  secure  their  money  at  cost. 

I  respectfully  submit  that  the  great  agricultural  interests  of 
T-nited  States  should  not  be  left  to  the  mercy  of  joint-stock  instil 
tions.     I  submit  that  they  need  in  each  State  at  least  one  large  Stitl 
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dl-mortgage  institute,  with  sufficient  foundation  capital  of  the 
Hding  and  loan  investment  kind  and  a  sufficient  guaranty  fund  fur- 
lied  by  the  State  and  by  the  National  Government,  bearing  interest 
tte  rate  of  3  per  cent  from  the  National  Government  and  4  per 
Lt  from  the  State,  to  act  as  a  revolving  fund  to  be  used  to  start  off 
h  business  and  thereafter  to  be  gradually  repaid  as  the  reserve 
id  or  the  profits  of  the  business  shall  accumulate. 
Inhere  should  be  a  limitation  reauiring  that  founders'  shares,  or 
id-up  building  and  loan  shares,  snould  not  draw  a  greater  interest 
ui  5  per  cent.  There  should  be  a  provision  whereby  the  farmers 
smselves  can  have  a  large  voice  in  the  management  of  the  institu- 
ai.  In  all  probability  the  institution  could  be  established  by  the 
st  efforts  of  three  commissioners,  one  appointed  by  the  United 
Btes  Government  for  each  State,  one  appomted  by  each  State  gov- 
ament.  and  one  appointed  by  organized  bodies  of  farmers  in  each 
•te- 

AJter  the  business  has  been  once  thoroughly  established,  then  in 
.  probability  a  plan  could  be  worked  out  by  which  the  local  stock- 
laers  in  each  State  of  this  mutual  land-mortgage  association  would 
ve  the  right  and  power  to  elect  one  commissioner.  The  other 
iior  officers  of  the  mstitution  could  be  selected  by  the  three  com- 
issioners  referred  to. 

Hiis  institution  should  act  as  fiscal  agent  of  the  State  government, 
whole  or  in  part.  This  institution  might  reasonably  control  the 
lae  of  bonds  of  public  corporations,  and  sinking  funds  thereunder, 
4  thereby  do  a  profitable  business.  This  institution  should  be 
lowed  to  do  whatjs  commonly  called  a  mutual  savinjgs-bank  busi- 
im,  and  allowed  to  take  unlimited  deposits.  Its  savmgs-bank  de- 
irits  should  be  used  for  making  short-time  loans  of  less  than  five 
ttrs  on  dependable  property,  possibly  city  property,  as  well  as 

ri  property, 
also  respectfully  submit  that  from  the  municipal  bond  business, 
from  the  savings-bank  business,  the  overhead  charges  of  the 
stitution  would  be  paid,  or  largely  paid.     If  not,  however,  the 

Eier  applying  for  a  loan  should  be  compelled  to  take  out  a  certifi- 
of  stock  in  the  association  to  the  amount  of  his  loan.    He  should 
pay  interest  at  no  higher  than  6  per  cent  on  the  loan,  and  the 
•ns  might  run  at  periods  of  as  long  as  20  or  30  years,  and  be 
id  on  the  installment  plan. 

le  borrower  should  pay  the  proper  amortization  charge,  and  also 

all  premium  charge  or  entrance  fee,  which  said  entrance  fee 

Id  be  transferred  at  once  to  the  reserve  fund  for  the  purpose  of 

ing  up  a  large  reserve  in  order  to  return  the  loans  in  the  shape 

^posits  from  the  State  government  and  the  Federal  Government. 

idso  respectfully  submit  that  a  large  institution  of  this  kind 

dd  earn  great  profits.    These  profits  should  be  devoted,  first,  to 

^building  up  of  a  reserve ;  second,  to  bringing  down  of  the  rate  of 

rest  to  the  farmers. 

fnder  all  circumstances  it  should  be  clearly  and  absolutely  demon- 
ited  that  the  farmers  in  the  State  are  securing  their  money  at 
lal  cost,  all  charges  counted  in. 

he  organization  of  this  large  State  association,  with  a  guaranty 

d  furnished  in  the  shape  of  deposits  by  the  Federal  Government 

'  at  least  $500,000,  should  be  started,  in  all  probability,  by  an 
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appropriation  from  the  Treasury  of  the  United  States,  or  by  • 
law  requiring  the  postal  deposits,  to  the  extent  of  not  to  exceed 
$20,000,000,  to  be  placed  in  tnese  large  State  land-mortgage  institu- 
tions, 48  in  number. 

Mr.  BuLKLEY.  By  way  of  deposits,  Mr.  Hill! 

Mr.  Hill.  Either  by  way  of  deposit  upon  a  stated  period  of  tunii 
not  to  be  withdrawn  until  the  sinking  lund  permits  it  to  be  with- 
drawn, and  gradually  retired  by  the  entrance  fees  and  other  sinkiofi- 
fund  fees.     There  are  many  ways  of  securing  the  money;  and  J 
would  not  like  to  be  held  responsible  for  offering  a  perfect  plan  of 
securing  the  money.    I  am  informed  by  eminent  authority  that  theif 
is  no  constitutional  objection  in  the  way^  either  in  the  Gonstitutioi 
of  the  United  States  or  in  the  constitutions  of  most  of  the  Statei 
Under  the  Federal  reserve  act,  as  a  last  resort,  the  United  State 
Government  is  permitted  to  take  stock  in  the  reserve  banks- 

Mr.  BuLKLEY.  Well,  do  you  suggest  that  the  United  States  shonld 
take  stock  in  these  banks? 

Mr.  Hill.  No,  sir;  only  to  deposit. 

Mr.  BuLKLBY.  Well,  did  you  not  suggest  that  there  was  some  al- 
ternative besides  deposits? 

Mr.  Hill.  I  say  tnere  are  so  many  plans  that  I  have  not  had  till 
opportunity  to  develop  them ;  but  there  are  several  plans  that  coiH 
be  worked  out,  all  of  which  are  satisfactory,  so  far  as  I  am  concerned. 

Mr.  BxjLKLEY.  Which  is  the  Hungarian  plan? 

Mr.  Hill.  The  Himgarian  Land  Mortgage  Institute  is  as  follows: 

On  May  31  a  small  committee  from  tlie  Americ^m  commission  examined  Hi 
Hnngarian  Land  Mortgage  Institute  at  Budapest,  Hungary,  which  was  orptiiifll 
in  1868  on  altruistic  principles.    It  has  a  capitrl  of  $200,000  loaned  to  it  I7  tit 
State  at  4  per  cent  and  a  further  capital  of  $470,000  in  the  shape  of  fouoder^ 
shares,  limited  as  to  dividends  to  5  per  cent.    Only  10  per  cent  was  paid  in  on 
founders'  shares.    The  balance  was  guaranteed  by  deed,  and  in  the  flrrt  12 ' 
years  of  operation  of  the  institution  all  the  founders'  shares  were  remitted  oat 
of  the  profits  of  the  concern.    The  chief  aim  of  the  institution  was  to  glre  tti  , 
cheapest  credit  possible  to  its  members.    The  membership  in  the  institote  wii^ 
composed  of  its  founders  and  its  largest  debtors  and  delegates  elected  by  gronpi 
of  small  debtors.    The  small  borrowers,  grouped  by  districts,  elected  their  n^ 
resentatives  to  the  national  meetings.    Thirty-six  members  of  the  Institntidi 
constitute  a  committee  of  control. 

LOANS. 

The  loans  of  this  institution  were  made  on  real  estate  on  a  50  per  cent  btilaj 
on  dependable  land.  The  loans  were  made  generally  for  68  yearn  at  a  rate  of  J 
4i  per  cent  interest,  0.29  per  cent  was  added  as  a  mortization  fee  or  ann«( 
payment  on  the  principal,  and  0.06  per  cent  was  charged  for  admlnifitntl( 
making  total  of  4.85  per  cent  to  cover  all  expenses.  The  loans  could  be  repaldit 
any  time  by  the  borrowers  without  penalty.  Application  for  a  loan  wtis  madek 
writing  to  the  institution,  then  turned  over  to  a  legal  department  for  inrod^ 
tion.  The  Institution  had  a  committee  on  loans  in  every  county,  and  the  apiA- 
cation  for  a  loan  was  referred  to  the  committee  on  loans  in  the  pnrtiailir 
county  in  which  the  property  was  located.  This  committee  served  witlNit 
salary  and  membership  was  considered  to  be  a  mnrk  of  great  honor. 
outside  information  was  also  secured  by  the  institution  about  the  mine  of 
land,  but  the  institution  relied  mainly,  upon  the  rei)ort  of  the  county 
If  the  report  of  the  committee  was  favorable  the  institution  proceeded  to 
the  loan,  and,  instead  of  paying  over  the  amount  of  money  directly  to  the 
rower,  it  delivered  to  him  collateral  trust  bonds  issued  against  a  great  w 
of  aggregated  individual  mortgages.  These  trust  l>onds  were  pajrable  to 
and  paid  interest  at  the  rate  of  4  per  cent  The  borrower  found  ready  i 
for  his  bonds  at  from  98  to  93.  These  collateral  trust  bonds  were  exempt 
State  taxation  and  were  considered  the  safest  investment  in  Hungary. 
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KAd  on  about  the  same  basis  as  Government  bonds,  and,  in  time  of  financial  dis- 
tress, were  considered  to  be  stronger  security  than  Government  bonds.    The 
land-mortgage  institute  was  inspected  by  commissioners  appointed  by  the  Gov- 
ernment each  year.    It  confined  it  operations  to  loans  on  land  in  Hungary. 
No  charge  was  made  for  investigating  the  title  to  the  land  and  no  commission 
was  charged  for  placing  the  loan.    The  institution  received  savings  deposits 
ttom  the  general  public  and  paid  interest  on  them  nt  a  slightly  lower  rate  than 
iKTings  banks.    The  loans  made  by  the  Hungarian  Land  Mortgage  Institute 
iBd  now  outstanding  amount  to  $400,000,000,  and  during  the  first  47  years  of 
opnmtion  the  Institution  has  paid  baclc  all  of  its  founders*  shares  and  has  accu- 
nlated  a  surplus  fund  of  $2,000,000. 

Each  State  might  be  granted  by  the  Federal  Government  a  deposit 
rf  $200^000  and  then  a  further  deposit  not  to  exceed  $300,000  addi- 
ticmal,  in  proportion  to  the  rural  population  of  that  State.  The 
State  institution  might  be  decentralized  in  its  government  as  soon 
as  farmers  applied  for  loans  and  became  stockholders.  In  the  be- 
ginning it  might  be  advisable  to  require  the  chairman  of  the  board 
of  county  commissioners  of  each  county,  the  chairman  of  the  board 
of  education  of  each  county,  and  the  register  of  deeds  of  each  county 
in  each  State  to  act  as  an  advisory  committee  to  the  State  central 
Land-mortgage  bank. 

There  are  many  plans  offered  by  the  foreign  authorities  for  decen- 
tralizing the  work  of  appraising  the  property,  and  making  it  easy 
ior  the  money  to  reach  the  farmers  themselves  without  expensive 
charges,  traveling  expenses,  and  red-tape  obstructions. 

The  Hungarian  plan  is,  in  substance,  a  capital  furnished  by  the 
Hungarian  Government  as  a  loan,  to  be  repaid  in  an  estimated  period 
of  20  years ;  also  a  capital,  composed  of  founders'  shares,  upon  which 
foun^rs^  shares  a  dividend  of  not  to  exceed  5  per  cent  is  paid,  which 
permits  well-meaning  persons  in  Hungary  to  help  in  this  great  work 
of  bringing  cheap  money  to  the  door  of  the  farmer. 

I  respectfully  submit  that  there  is  a  great  deal  of  money,  and  there 
are  a  great  many  men  in  every  State  in  the  United  States,  who  would 
be  wiUing  to  take  out  founders'  shares  in  such  institutions. 

After  tne  institution  had  been  operated  for  a  short  period  of  time, 
I  natural  result  of  its  organization  would,  in  all  probability,  be  the 
fcHmation  of  local  cooperative  credit  unions,  organized  partly  by  the 
members  of  the  State  central  building  and  loan  association,  and  part 
of  its  members  would  probably  be  other  farmers  who  did  not  desire 
lonff-term  credit,  or  were  not  in  a  position  to  secure  long-term 
credit,  but  would  want  short  credit.  The  loans  to  the  farmers 
ahould  be  on  dependable  land,  on  a  50  per  cent  basis,  without 
£rect  consideration  of  the  value  of  the  buildings  on  the  same;  and 
the  natural  result  of  these  loans  would,  it  is  respectfully  submitted, 
Hiean  better  farming  and  bettor  business  and  more  enthusiasm  in  the 
local  county  association  or  township  association. 

I  have  said  that  it  would  be  the  duty  of  the  chairman  of  the  board 
of  county  commissioners,  the  chairmen  of  the  board  of  education,  and 
the  register  of  deeds  of  the  county,  who  generally  acts  as  clerk  of  the 
eounty  commissioners,  to  be  especially  charged  that  these  organiza- 
tions should  meet  at  least  once  a  year,  and  in  a  properly  organized 
manner,  so  as  to  receive  reports  in  regard  to  loans  and  transmit 
nich  information  to  the  central  State  office. 

I  also  respectfully  submit  that  the  great  problem  of  short-term 
3«dit  would  be  greatly  helped  by  the  institution  of  this  State-aided 
bfuildiniD^  and  loan  plan. 


Digitized  by 


Google 


486  BUBAL  OBBDITS, 

In  the  light  of  European  experience  it  does  not  seem  wise  to  at- 
tempt to  coupla  directly  the  State  land  loan  association  with  the 
short-term  credit  proposition,  except  indirectly,  as  I  have  outlined 
It  is  the  history  of  Europe  that  State-aid  institutions  somewhat  fiiiD- 
ilar  to  the  one  I  have  outlined  have  laid  the  way  toward  bringu| 
cheap  money  to  the  farmer. 

In  the  book  published  as  Senate  document  214,  Agricultural  CtK 
operation  and  Rural  Credit  in  Europe,  where  the  evidence  is  col* 
lected,  we  find  the  following: 

Q.  Have  aU  the  banks  in  Hungary  been  forced  to  place  loans  on  real  estiti^ 
on  nearly  the  same  basis  as  your  institution  and  those  similar  to  it? — ^A.  Ttaflf 
are  forced  to  grant  money  practically  on  the  same  conditions,  but  a  litttt: 
dearer.  Only  the  provincial  savings  banks  give  a  bigger  loan,  compensatdi 
for  by  the  higher  rate  of  interest. 

Q.  The  two  branches  of  institutions  for  the  loaning  of  money  are  in  acUit 
competition  with  each  other? — ^A.  Yes;   land-mortgage  institutes  act  agaiiul] 
the  banking  institutes.  | 

This  institution  and  the  provincial  saviuj^  banks  are  in  distind; 
antagonism,  by  reason  of  the  fact  that  in  former  times  before  titt 
institution  of  cooperative  societies  the  banks  were  able  to  lend  monej 
to  the  people  in  want  of  it  at  enormous  rates  of  interest. 

Wolf  on  Cooperative  Banking  (p.  244)  says: 

Another  most  successful  offshoot  of  the  landschaft  system  is  the  Boden  Credit 
Institute  of  Hungary,  which  has  to  some  extent  been  based  upon  the  possessiaB 
of  an  independent  capital  figuring  as  a  reserve  fund.  In  addition  to  tte 
1,000,000  crowns  (something  over  £40,000)  granted  by  the  Government,  201 
founders  subscribed  collectively  £13,900,  with  liability  for  nine  times  the  sama 
amount,  held  in  reserve.  This  seems  to  have  been  considered  necessary  fof 
making  the  institution  go  on  new,  untried  ground. 

I  respectfully  submit  that  no  cooperative  institution  for  providing 
cheap  monej  on  farm  lands  would  be  able  to  start  off  of  its  owd 
initiative  without  the  help  of  some  outside  capital  furnished  by  the 
State,  or  by  individuals,  to  enable  it  to  make  a  start. 

Wolf  further  says : 

Gone  it  certainly  has,  and  that  exceedingly  well.  So  well  as,  in  course  of 
time,  to  suggest  the  formation  of  a  similar  institute  for  mortgage  loans  for 
peasant  lands.  The  Boden  Credit  Institute  is  intended  for  large  propertiei 
only.  It  grants  no  loans  below  the  amount  of  2,000  crowns  (or  $400) ;  and  the 
majority  of  its  advances  to  landowners  are  above  that  amount. 

On  page  249  Wolf  says : 

The  Government  institutions  have  plainly  done  good,  and  have,  above  ail 
things,  achieved  their  particular  purpose  of  bringing  appropriate  assistance  to 
the  small  agriculturist. 

On  page  250  Wolf  says : 

The  Government  institutions  have  certainly  succeeded  exceedingly  well- 
better  than  our  own  Joint-stock  companies  formed  for  the  same  purpose,  and 
that  without  loss  to  the  taxpayer. 

Wolf  (p.  253)  says: 

The  Stiite-endowed  Institutions  then  have,  on  the  whole,  not  a  bad  record  to 
exhibit.  They  have  placed  money  within  the  reach  of  the  peasant  proprietor, 
who  was  previously  too  small  for  the  savings  banks,  which  are  abroad  the  gwftt 
purveyors  of  niortjrase  money,  to  look  at*,  since  his  business  was,  in  each  In- 
dividual case,  ouly  petty  and  troublesome:  who,  furthermore,  if  not  too  small, 
was  at  any  rato  too  distniit  from  the  pay  oflace  of  the  landschaften  to  deal 
with  and  who  was  deemed  altogether  unworthy  of  the  notice  of  the  joint-stock 
mortgage  bauivs.  They  have  done  this  in  an  efficient,  appropriate  way  by 
stationing  their  otficers  in  every  district  and  making  application,  valuation,  and 
borrowing  decidedly  easier  for  tViose  vve^va^iitrj , 
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On  page  256  Wolf  says : 

They  are  borrowers'  institutions.  They  may  be  regarded  as  landschaften 
with  the  cramping  and  hampering  features  of  those  institutions  removed.  They 
are  borrowers*  institutions,  which  admit  any  agricultural  borrowers  as  mem- 
bers who  may  desire  to  become  so  in  their  district.  In  respect  to  one  point, 
ttey  have  departed  rather  materially  from  the  principle  of  the  landschaften. 
Persons  desirious  of  furthering  the  movement  are  eligible  as  well  and 
many  of  them  do  take  shares.  In  Saxony  such  members  are  required  to  be 
Bither  agriculturists  or  landowners.  The  idea  of  proceeding  without  a  command 
of  ready  cash  appears  to  have  presented  itself  to  the  originator  of  this  mod- 
em movement  as  so  inconsistent  with  business  principles  that  in  both  of  the 
two  countries  to  provide  the  first  working  funds  an  advance  from  the  Govern- 
ment was  accepted. 

In  the  Saxony  society  it  amounted  to  37,500  pounds  and  wiis  paid  off  within 
four  years.  In  the  Bavarian  society  it. was  considerable,  beginning  with  50,000 
pounds^  advanced  free  of  interest,  and  another  50,000  pounds,  since  increased  to 
200,000  pounds,  advanced  at  3  per  cent  interest 

On  page  258  Wolf  says : 

Absence  of  funds  of  their  own  would  place  such  institutions  absolutely  at 
the  mercy  of  the  confraternity  of  bankera.  With  money  in  their  pockets,  the 
societies  are  able  to  meet  such  machinations  and  to  regulate  the  supply  of  the 
market  so  as  to  keep  it  absolutely  at  a  steady  quotaton,  which  is  not  only 
desirable  in  itself  and  certainly  benefits  their  credit,  but  it  is  in  addition 
specially  important  to  their  members. 

Cahill,  on  page  21,  mentions,  as  one  of  the  characteristic  features 
of  the  State,  provincial,  and  district  mortgage  banks  "  a  certain  de- 
centralization of  business  by  the  utilization  of  local  officials." 

And.  on  page  30,  Cahill  says : 

The  organization  of  the  latter — 

Meaning  the  joint-stock  land-mortgage  banks — 

was  not  capable  of  suflScient  decentralization  consistent  with  adequate  returns 
iqwn  the  expenses  Incurred  by  the  maintenance  of  local  representatives  or 
offices  necessary  for  such  business.  In  the  case  of  the  other  banks,  which 
limit  their  operations  to  a  province  or  a  small  district,  adeqfuate  knowledge  of 
intending  borrowers  and  supervision  over  mortgaged  estates  is  more  easily 
secured  and  the  general  expenses  of  administration  are  reduced  by  the  fact 
that  their  administration,  apart  from  those  actually  in  permanent  office  em- 
Utoyment,  is  largely  honorary;  nor  were  the  land-mortgage  banks  Inclined  to 
such  business. 


In  brief,  the  simple  plan  of  a  proposed  bill  is  for  the  Congress  of 
the  United  States  to  appropriate  out  of  the  Treasury  to  be  deposited 
an  amount  not  to  exceed  $20,000,000,  upon  some  general  conditions. 
Those  conditions  have  been  largely  outlined  in  detail,  but  may  be 
briefly  sunmied  up  as  follows: 

(1)  That  the  deposit  or  loan  from  the  United  States  draw  3  per 
cent  interest. 

(2)  That  the  amount  be  granted  on  condition  that  each  State  con- 
tribute a  like  amount  for  a  like  purpose,  except  that  the  State  fund 
shall  draw  4  per  cent  interest. 

(3)  This  jomt  cooperation  of  the  State  and  the  Federal  Govern- 
ment in  providing  a  fund  shall  act  as  a  revolving  fund  for  the  pur- 
pose of  starting  off  the  institutions,  and  shall  be  ffradually  retired 
18  a  surplus  accumulates  from  the  operations  of  tnese  State  land- 
mortgage  banks. 

(4)  The  United  States  should  have  one  commissioner,  who  should 
Have  full  and  proper  powers  for  the  inspection  of  the  bank  at  all 
times,  requiring  monthly  reports  and  frequent  examinations. 
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fS)  Upon  condition  that  the  institution  be  cooperative,  nonprofit: 
seeKing,  and  all  profits  remaining  after  meeting  expenses  of  managH 
ment  to  go  toward  the  building  up  of  a  sufficient  reserve  fund,  aim 
after  that,  to  the  benefit  of  the  borrowers,  by  lowering  the  rate  ofl 
interest  on  their  mortgages;  or  in  cutting  down  the  adniinistratiol 
char^  from  one-half  of  1  per  cent  to  one-quarter  of  1  per  cent  or  lessk 

(p)  Upon  further  condition  that  the  founders'  shares  of  said  insti- 
tution shall  be  nontaxable  for  all  purposes,  both  State  and  nationai; 
and  that  the  collateral  trust  bonds  shall  be  made  nontaxable  bf 
State  and  national  governments. 

(7)  That  the  management  of  said  institution  shall  keep  in  view 
the  interests  of 'the  small  borrowers,  for  the  purpose  of  lending  «Ut 
wherever  necessary  and  advisable  to  the  small  farmer,  to  buy  aoi 
develop  his  land,  thereby  bringing  into  cultivation  millions  anf 
millions  of  acres  of  good  farming  land  now  uncultivated.  (In  the 
State  of  North  Carolina  there  are  now  14,000,000  acres  of  land  classi' 
fied  as  farm  land  not  in  a  state  of  cultivation.) 

(8)  For  the  purpose  of  securing  the  interest  of  the  general  invest*, 
ing  public  in  the  United  States,  that  such  institutions  oe  made  fiscilj 
agent  and  have  direct  supervision  over  the  issue  of  all  public  bonds 
within  certain  prescribed  limits. 

There  are  manv  other  characteristics,  which  are  roughly  outlinei 
in  the  report  of  the  Agricultural  Credit  Commission  of  the  Provinci 
of  Saskatchewan,  page  199,  and  also  on  page  217,  which  gives  recom^ 
mendations  for  a  State-aided  cooperative  land-mortgage  bank.  For 
lack  of  time  I  will  not  read  that  into  the  record. 

In  closing  I  wish  to  say  that  already  the  committee  appointed  by' 
the  governor  of  North  Carolina,  composed  of  men  familiar  with  con- 1 
ditions  there,  has  reported  as  lollows:  \ 

There  Is  pressing  need  in  North  Carolina  for  a  great  State  land-mortgage  in- 
stitute  

Mr.  BuLKLEY  (interposing) .  You  may  incorporate  that  report  in 
the  record,  Mr.  Hill. 

(The  report  referred  to  is  as  follows:) 

The  Needs  of  North  Carolina  Farmers  with  Regard  to  Credits,  MARKEiiirfi* 

AND  Cooperation. 

To  His  Excellency  Hon.  Locke  Craic,  Governor  of  North  Carolina: 

We,  the  undersigned  committee  appointed  by  your  excellency  to  report  on  coij- 
ditions  affecting  agricultural  credit,  nuirketing,  and  cooperation  in  North  Caro- 
lina, beg  leave  to  submit  the  follow! i)iyr  rejiort  for  transmission  to  the  AmeridH 
Commission  on  Agricultural  Finance.  Production,  Distribution,  and  Rural  LIffe: 
It  is  clear  that  there  is  something  rndically  wrong  with  the  facilities  for  bor- 
rowing money  on  farm  lands  in  North  Carolina.    From  general  inquiry  in  many 
parts  of  the  State  the  fact  is  revealed  that  few  banks  in  North  Carolina  lend 
on  farm  lands  and  that  the  average  farmer  desiring  to  borrow  money  on  U» 
land  is  compelled  to  deal  w^ith  the  land  loan  shark,  and  is  comi^Ued  to  pay 
from  6  to  20  per  cent  on  money  borrowed.    As  a  general  rule  he  is  subjected  i^\ 
many  kinds  of  extortion,  usury,  and  exploitation,  and  naturally  the  average 
farmer  of  North  Carolina  is  very  nnich  dissatisfied  with  the  present  land  loaa 
shark  business  and  avoids  borrowing  money  whenever  possible.    BYequently  tSit! 
land  loan  shark  preys  upon  the  necessities  of  the  distressed  farmer  and,  t^ 
gardless  of  law  against  usury,  without  conscience  and  without  heart,  gets  aft 
for  the  money  loaned  that  his  victim  will  pay.    Another  curious  fact  about  thitj 
business  In  North  Carolina  Is  that  the  more  remote  the  farmer  lives  from  th» 
larger  money  centers,  the  greater  the  usury,  the  higher  the  commission  and  re* 
newal  fees,  nnd  the  more  exacting  the  opvresRion  and  the  extortion. 
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hardly  any  greater  blessing  could  befall  the  farmers  of  North  Carolina  than 
^  iostltntion  of  a  system  of  land-mortgage  credit  that  will  bring  money  to  the 
nners  and  land  owners  at  a  low  rate  of  interest,  and  by  the  process  of  amorti- 
tion  or  annual  installments,  extend  to  them  the  privilege  of  repaying  this 
yney  over  a  long  period  of  years.  Our  farmers  are  willing  to  pay  what 
ney  is  worth  in  the  markets  of  the  world,  but  they  are  not  willing  to  be 
ibed  by  land  loan  sharks  and  "blood  suckers."  Rather  than  subject  them- 
wea  to  oppression,  they  prefer  to  allow  about  14,000,000  acres  of  land  to  re- 
in in  a  state  of  waste  that  is  a  menace  to  the  health  and  happiness  of  the 
ire  population  of  our  State. 

LECnVE  CBEDIT  OF  CITIES  UTILIZED;    WHY  NOT  COLLECTIVE  CREDIT  OF  FABMEB8? 

/ollective  credit  for  public  purposes  and  at  from  4  to  5  per  cait  has  already 
n  eztoided  by  investors  to  nearly  all  the  counties  of  North  Carolina  and  to 
ny  townships  upon  satisfactory  amortization  basis,  but  collective  credit  has 
n  denied  the  citizen  in  his  individual  capacity.  The  result  has  been  that  the 
ntieB  and  cities  in  North  Carolina  in  their  corporate  capacties  have  made 
h  marvelous  progress  as  to  attract  the  attention  of  the  rest  of  the  country, 

tlie  farmer  in  North  Carolina  is  making  little  progress  in  developing  his 
ds-  The  average  Tar  Heel  farmer  is  only  making  a  bare  living.  He  enjoys 
le  of  the  profits  derived  from  the  business  handling  of  his  products. 
:t  is  a  fairly  established  fact  that  there  is  a  great  deal  of  money  in  North 
rolina  that  would  be  invested  in  land-mortgage  bonds  bearing  5  per  c«it  in- 
est  payable  to  bearer  and  secured  by  aggregated  mortgages  on  farm  lands, 
U  in  order  that  money  for  such  investment  may  be  attracted,  we  should  first 
ike  some  reforms  in  our  present  system  of  taxation;  second,  we  must  insti- 
:e  the  necessary  financial  machinery  for  handling  land-mortgage  bonds;  and 
iid,  we  must  remove  from  the  minds  of  the  bankers  their  unjust  prejudice 
ainst  lending  money  on  real  estate.  The  actual  experience  of  a  few  banks  in 
Terent  parts  of  our  State  shows  that  this  prejudice  is  unjust,  and  that  loans 

real  estate,  especially  small  loans  on  real  estate,  when  handled  with  in- 
ilgence,  are  Just  as  liquid  and  active  as  loans  on  other  security  and  are  safer 
d  better  loans  than  the  average  loan  found  in  commercial  banks. 
Hot  in  view  of  the  fact  that  the  great  commercial  bank  is  highly  organized 
r  the  purpose  of  supplying  credit  to  the  manufacturers,  merchants,  and  busi- 
«s  men,  it  would  be  dlfiicult  for  such  a  bank  to  extend  its  business  to  the 
indllng  of  land  mortgages.  There  is  pressing  need  in  North  Carolina  of  a 
«at  State  land-mortgage  institution  (or  some  institution  rendering  similar 
srvlce)  with  proper  capital  and  with  proper  equipment  for  mobilizing  in- 
ividual  land  mortgages  placed  on  property  located  in  the  various  counties,  and 
saing  bonds  against  these  aggregated  individual  land  mortgages,  controlled  by 
»e  farmers.  The  form  of  organization  of  this  great  land-mortgage  institution 
tould  be  largely  determined  by  the  security  behind  the  collateral  trust  bonds 
Bd  the  ability  of  the  institution  to  find  a  satisfactory  market  for  its  issues  of 
oeds,  whether  at  home  or  abroad. 

While  the  greatest  need  of  the  farmer  is  probably  for  long-time  credit,  yet 
lere  is  also  a  great  and  pressing  need  of  short-term  credit  for  North  Carolina 
ifmers. 

At  the  present  time  the  manufacturers,  the  merchants,  and  business  men  in 
•  cities  of  North  Carolina  have  a  practical  monopoly  of  short-time  credit. 
h  average  farmer  either  has  no  credit  at  all  or  is  compelled  to  use  such  forms 

hli^priced  credit  as  he  can  obtan  from  the  merchant.  We  have  a  great 
Uly  banks  in  North  Carolina,  but  we  have  scarcely  any  banks  willing  to  do 
i  banking  business  of  the  poor  man.  The  farmer  who  has  little  or  no  prop- 
:j  which  can  be  taken  by  law  for  debt — the  man  who  has  no  stored-up 
Eiftal  in  North  Carolina — has  practically  no  standing  at  its  banks.  This  great 
^  of  borrowers  does  not  receive  consideration  at  the  banks  because  the 
erage  bank  is  not  organized  to  handle  this  class  of  business. 
It  is  estimated  that  there  are  at  least  200,000.  persons  engaged  In  agriculture 

North  Carolina  that  have  not  sufficient  stored-up  property  to  give  them 
uHding  either  at  land-mortgage  banks  or  at  the  present  commercial  banks,  but 
»e  people  greatly  need  money  at  reasonable  rates  of  interest  for  purchasing 
lipli^  fertilizers,  seed,  and  for  paying  for  labor.  A  cheap,  safe,  and  elastic 
mof  credit  which  could  be  reached  by  this  tremendous  class  of  small  farmers 
old  work  wonders  in  upbuilding  agriculture  and  bring  much  new  business  to 
r  commercial  banks. 
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PBESBNT    BANKING   FACILITIES   XTNSniTED   TO  FABMEB*8    ICEEDS. 

The  small  Tar  Heel  farmer  has  no  use  for  a  904ay  loan  that  the  comm 
bank  handles,  and  upon  which  it  charges  interest  in  advance  and  requii 
per  cent  of  the  money  borrowed  to  be  left  in  the  bank  without  interest 
farmer  wants  money  for  6,  9,  and  12  months  with  the  privilege  of  renewiD 
loan  until  he  has  marketed  his  crop,  and,  in  the  event  of  crop  failure,  un 
can  raise  another  crop.  Rather  than  pay  from  8  to  20  per  cent  for  his  o 
and  have  himself  subjected  to  the  uncertainty  of  call  by  the  bank,  he  will  € 
join  (or  be  forced  to  join)  the  great  hosts  of  farmers  who  have  moved  t 
cities,  or  become  a  crop-lien  farmer,  closing  entirely  the  door  of  hope  for 
ownership  and  home  building. 

It  is  respectfully  submitted  that  the  collective  paper  of  neighborhood  gi 
of  North  Carolina  farmers  is  as  good  security  as  the  collective  paper  of  d 
borhood  groups  of  farmers  in  any  other  country  in  the  world-  There  is  a  i 
and  pressing  need  for  steps  to  be  taken  as  rapidly  as  practicable  to  orgi 
neighborhood  cooperative  credit  unions  among  our  farmers  in  order  that 
may  secure  short-term,  cheap,  safe,  and  elastic  credit  to  which  they  ai 
justly  entitled. 

THE  NEEDED  FOBM  OF  CREDIT  UNION  OB  FABMEBS'  BANKS. 

The  particular  form  of  this  credit  union  can  be  determined  by  the  parti 
locality  in  which  it  is  to  be  organized.  The  credit  union  of  each  neighboi 
should  be  thoroughly  adapted  to  its  necessities.  Generally  speaking,  the  a 
tution  and  by-laws  of  the  credit  union  must  conform  to  the  means  of  sec 
funds. 

If  the  organizers  believe  that  sufficient  deposits  can  be  secured  from  the 
munity  to  take  care  of  the  loans  of  the  farmers,  then  the  cooperative  c 
union  would  take  the  form  of  a  savings  and  loan  association  and  natn 
would  follow  somewhat  after  the  Raiflfeissen  model. 

If  the  organizers  believe  that  the  deposits  secured  from  the  neighboi 
would  only  be  sufficient  to  take  care  of  a  part  of  the  loans  required  bj 
farmers,  and  the  balance  of  the  money  needed  is  to  come  from  rediscoui 
the  paper  of  the  union,  the  form  of  organization  would  probably  follow  i 
what  after  the  Hungarian  model. 

If  the  organizers  did  not  take  into  consideration  at  all  the  deposits  fron 
neighborhood  and  expected  to  rely  entirely  upon  rediscounting  the  paper  o 
credit  union  in  order  to  raise  funds  to  meet  the  demands  for  loans  bj 
farmers,  then  the  form  would  probably  follow  somewhat  after  the  French  dq 

No  matter  what  cooperative  form  the  local  credit  union  adopted,  the  : 
dation  principle  would  be  the  same — that  is,  that  any  man  of  good  char 
and  industrious  habits  may  secure  financial  assistance  if  needed  for  prodn 
purposes,  and  that  this  necessary  credit  shall  be  advanced  to  him  at  as  low  a 
as  the  rate  charged  by  banks  to  any  other  citizen  of  the  State.  Many  of 
unions  may  find  it  advisable  to  incorporate  some  specific  features  of  our 
building  and  loan  associations. 

RELATIONS   TO    EXISTING    BANKS. 

As  any  cooperative  system  of  local  credit  unions  would  substitute  Ind 
and  honesty  for  stored-up  property  as  security,  it  is  respectfully  subn 
that  they  should  be  organized  separate  and  apart  from  our  highly  orga 
commercial  banks.  It  is  not  only  possible  but  highly  desirable  that  this 
agency  shall  be  connected  with  the  existing  banks  and  not  projected  a| 
them,  provided  that  the  banking  institutions  of  our  State  be  willing  to 
count  the  paper  of  the  neighborhood  credit  unions  on  a  satisfactory 
and  thus  share  in  the  great  voUinie  of  new  business  that  the  organizati 
these  cooperative  credit  unions  will  be  sure  to  create. 

But  if  our  existing  banks,  through  neglect,  stupidity,  or  selfishness 
to  meet  this  great  movement  kindly  and  assist  in  its  organization  and  de 
ment,  then  it  will  be  up  to  the  farmers  of  North  Carolina  to  go  it  alon 
organize  a  big  central  cooperative  bank  to  act  as  a  monetary  adjus 
institution,  a  clearing  house  for  all  the  local  credit  unions  in  the  State 

SAFETY    OF    COOPERATIVE    BANKS    A8SXJBED. 

Under   the  provisions  of  the  pending  national  currency  bill   such  a 
antral  cooperative  bank  would  have  Wttle  difficulty  in  rediscounting  th< 
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tlie  paper  of  the  local  credit  union  with  the  nearest  regional  bank  of  issue 

the  United  States.    The  power  to  rediscount  agricultural  paper  by  order 

the  Federal  Government  at  a  fixed  rate  of  interest  granted  by  this  currency 

11  ought  to  be  sufficient  argument  to  induce  our  existing  banks  to  make  a 

trough  study  of  this  great  problem  and  do  all  in  their  power  to  give  us  the 

^17  great  blessing  of  cheap,  safe,  elastic  credit  for  our  North  Carolina  farmers. 

'there  need  be  nothing  startling  about  the  proposition  to  the  banks  to  redis- 

»unt  for  our  local  cooperative  credit  unions  a   reasonable   amount  of  the 

iper,  which  is  secured  by  tlie  earning  capacity  of  our  best  farmers  instead 

by  land,  buildings,  stocks,  and  bonds. 

Experience  shows  that  the  earning  capacity  of  farmers  organized  In  coop- 
ative  credit  unions  is  about  the  best  banking  security  in  all  the  world.  A 
|[ned  statement  from  Dun's  agency  in  Austria  states  that  this  agency  did 
t  have  any  record  of  a  single  failure  of  the  Uaiffeissen  (cooperative)  banks, 
d  that  the  system  was  founded  on  such  a  strong,  conservative  basis  that 
Jure  was  practically  impossible.  In  Germany,  where  there  are  many  thou- 
Qd  cooperative  credit  unions,  there  are  57  failures  of  commercial  banks  to  1 
lure  of  the  cooperative  credit  unions. 

tn  Hungary,  during  a  recent  financial  crisis,  all  of  its  2,412  cooperative 
nking  institutions  stood  the  strain  without  failure,  while  52  banks  of  the 
iinary  Joint-stock  kind  which  we  have  in  North  Carolina,  or  10  per  cent  of 
i  entire  number  of  such  banks  in  the  country,  were  compelled  to  close  their 
ors. 

INEFFECTUAX    MARKETING    SYSTEM    HINDERS    PBODUCTION. 

Reports  from  the  agricultural  department  show  that  last  year  North  Caro- 
la  imported  $5,000,000  worth  of  com  for  feed  purposes,  $4,000,000  worth  of 
Cetables,  $15,000,000  worth  of  hay,  12,000,000  pounds  of  butter;  and  despite 
e  fact  that  probably  no  country  in  the  world.  In  proportion  to  its  acreage, 
ler  better  facilities  for  raising  hogs  and  cattle,  we  imported  last  year 
i>000,000  pounds  of  meat  in  order  that  our  people  might  be  fed.  All  in  all, 
te  value  of  food  products  imported  into  North  Carolina  during  the  past  year 
itched  the  enormous  sum  of  $50,000,000.  It  is  clear  from  the  above  facts 
ttt  our  farmers  either  have  not  learned  the  great  lesson  of  diversified  farm- 
's or  they  have  not  learned  how  to  produce  food  products  as  cheaply  as 
J'merS  of  other  parts  of  the  country. 

It  is  clear  that,  step  by  step,  the  farmers  of  other  States  are  capturing  our 
arkets  for  foodstuffs  and  our  farmers  are  driven  more  and  more  to  the  one- 
yp  system  of  production.     It  is  necessary  to  place  farming  in  North  Carolina 

a  business  basis.  Step  by  step  the  great  manufacturing  centers  in  North 
tt>lina  are  capturing  the  markets  of  the  world.  Why  can't  our  farmers  do 
©wise?  Perhaps  our  farmers  might  profitably  learn  from  our  captains  of 
lustry  the  secret  of  thoroughly  industrializing  the  business  of  farming.  In 
ler  to  accomplish  this  great  result  there  is  need  of  organized  community 
Ort;  the  farmers  in  North  Carolina  need  to  follow  the  example  of  farmers 

other  parts  of  the  world  and  turn  to  cooperation  as  the  great  working 
tem  that  will  give  them  a  fair  share  of  the  profits  of  their  labors,  by  brlng- 
:  them  in  closer  relationship  with  the  consumers. 

STANDABDIZATION   OF   FARM   PRODUCTS 

at  be  the  rule  in  North  Carolina  if  our  farmers  expect  to  meet  outside 
Dpetitlon.  In  all  probability  one  of  the  greatest  reasons  for  the  failure  of 
r  farmers  to  present  a  better  showing  in  the  production  of  foodstuffs  for 
7  people  in  their  persistent  refusal  to  standardize  the  products  they  sell. 
aJe  strawberry  farmer  who  fills  the  bottom  of  his  baskets  with  small,  knotty 
iwberrles  and  crowns  the  top  with  delicious,  large,  red  berries,  is  only  ciit- 
5  off  his  nose  to  spite  his  face.    When  his  crate  of  berries  reaches  the  niar- 

tlie  consumer  overturns  the  baskets  and  penalizes  the  farmer  by  refusing 
ray  his  crate  of  berries  at  all  or  by  paying  the  price  of  knotty  berries  for  the 
>le  crate,  one-half  of  which  would  bring  llrst-class  price?. 
•he  good,  honest  housewife  who,  in  her  ignorance,  sends  to  town  a  couple  of 
en  eggs  which,  by  mistake,  include  six  of  uncertain  age,  is  sure  to  get  a 

price  for  her  eggs;  and  furthermore,  she  brings  about  hard  feelings  between 
merchant  and  the  consumer. 

lie  apple  grower  who  "  faces  **  his  barrel  of  apples  and  fills  the  center  of  the 
rel  with  off-color,  off- shape,  underslze,  and  wormy  apples  is  bringing  dis- 
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credit  upon  his  State  and  low  prices  for  himself  and  his  neighbors.  Upon  read 
ing  the  market  the  barrels  have  to  be  opened,  every  apple  standardized  and  n 
packed,  and  all  this  work  must  be  paid  for  at  high  prices,  phis  many  extnu 
The  producer  is  thereby  penalized  and  the  consumer  is  made  to  pay  for  th 
extra  work  of  repacking  the  apples.  A  properly  labeled,  standardized  baml 
will  obviate  the  necessity  for  repacking,  bring  better  prices  for  the  farmers,  ai4 
by  cutting  out  waste,  lower  the  price  to  the  consumer,  bring  smiles  to  the  facei 
of  American  wives,  and  encourage  them  to  use  more  apples. 

If  the  farmers  of  North  Carolina  will  only  standardize  their  products  aal 
label  them  "  North  Carolina  **  they  will  quickly  build  up  a  world-wide  marint 
for  all  their  products  and  secure  at  least  25  per  cent  better  prices.  Irish  ftm* 
ers  captured  the  I^ndon  markets  by  standardizing:  why  can't  North  Canritit 
farmers  capture  the  market  of  New  York  by  standardization?  Sharp  dealfif 
in  the  marketing  of  farm  products  brings  low  prices,  overproduction,  and  tx¥ 
mendous  waste,  while  square  dealing  and  standardizing  in  marketing  fam 
products  bring  greatly  increased  prices  and  world-wide  markets. 

DISTRIBUTION    OF    FARM    PBODUCTS 

in  North  Carolina  is  characterized  by  tremendous  waste,  complicated  metlioAll 
outworn  ideas,  and  general  dissatisfaction.  I^ack  of  proper  system  of  marM 
ing  and  distribution  of  our  fnrm  products  is  costing  North  Carolina  farmers  m 
annual  tribute  of  millions  of  dollars. 

One  illustration,  the  marketing  of  eggs,  will  be  sufficient  to  show  the  waiH 
and  duplication  of  service,  the  loss  to  the  farmer,  and  the  loss  to  the  consnma!; 
Eggs  that  are  served  on  the  breakfast  table  of  the  leading  men  in  the  leadt^ 
dties  of  North  Carolina  have  frequently  passed  through  a  wonderful  aroiiiii> 
the-country  trfp.  They  have  been  collected  by  the  farm  wives  at  odd  times  ai4 
kept  until  the  number  was  sufficient  to  carry  them  to  the  nearest  store.  Frov 
the  country  merchant  they  pass  to  the  collector,  who  makes  it  a  business  to  f 
through  the  country  gathering  eggs  from  the  storekeepers.  The  collector  fiUp 
the  eggs  in  large  quantities  to  cities  like  Richmond  and  Baltimore,  where  till 
are  received  by  wholesale  dealers,  known  as  commission  men.  The  commiflsM 
men  then  sell  the  eggs  in  large  quantities  to  Jobbers,  who  in  turn  sell  the  efi 
to  the  retailer,  the  small  comer  groceryman.  Then  our  city  housekeeper,  ordefl 
the  eggs  over  the  telephone  and  the  gr<x*eryman  delivers  fhe  eggs,  which  arerf 
ancient  age,  to  the  home  of  the  consumer:  and  finally  the  family  cook  stops tte; 
merry-go-round  of  the  eggs  from  the  hands  of  the  farm  wife,  the  storekeeper,! 
the  collector,  the  commission  man.  the  jobber,  the  corner  groceryman,  to  the  city 
consumer.  At  each  transfer  there  is  loss  in  handling,  expense  for  triiclilngi: 
storage,  and  margin  of  profit.  I 

The  same  amount  of  unnecessary  waste  in  nn>re  or  less  degree  is  fonnd  ii 
handling  the  poultry,  vegetables,  fruit,  peanuts,  and  other  articles  of  fnna 
produce  other  than  staple  crops  as  cotton  and  tobacco. 

There  Is  something  radically  wrong  with  the  present  method  of  marketiiC 
when  the  farmer  of  Halifax  County  gets  $2  a  bag  for  neanuts,  which,  after 
taking  the  merry-go-round  jouniey  of  the  commission  merchant  and  the  jobbei; 
finally  lands  in  Guilford  County  at  $7  per  bag. 

It  is  poor  encouragement  to  the  farmer  of  Craven  County  when  he  can  iwl 
only  $1.50  a  barrel  for  white  potatoes  which  finally  reach  the  consumer  in  dSm- 
ham  County  at  a  price  of  $4.80  i>er  barrel. 

The  Buncombe  County  farmer  is  going  slow  in  mortgaging  his  land  for  cteaj 
money,  repayable  in  small  installments  over  a  long  period  of  years,  in  order  tbai 
he  may  acquire  sufllcient  capital  to  plant  his  waste  farm  land  in  apple  orcliardi 
when  he  is  compelled  to  sell  his  apples  at  $1  ivr  barrel  that  have  to  take  I 
round-about  journey  through  several  States  and  several  cities  and  finally  read 
the  consumer  of  Wake  County  at  $6  per  barrel. 

We  utHMl  to  establish  a  groat  system  of  community  marketing  whereby  th 
best  brains  and  the  best  energies  of  the  State  are  employed  in  bringing  the  pn 
duoor  and  the  consumer  closer  together.  Individual  marketing  by  the  farmei 
as  well  as  individual  marketing  by  the  consumer  of  the  city,  has  proven  i 
failure  in  North  Carolina  as  elsewhere  in  the  world.  We  need  a  system  < 
C(HiiH^ration.  or  association  marketing,  whereby  the  products  of  the  farmer  ai 
offered  to  the  consumer  in  uniform  quantities,  thoroughly  standardized,  an 
guarantetnl  in  quality,  and  thoroughly  suited  to  the  requirements  of  the  coi 
sunier.  The  Tarheel  farmer  will  then  receive  a  fair  market  price  for  all  ti 
nwrkot :iU]o  produce  that  he  can  grow  upon  his  farm. 
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PBOPEB    OBOANIZATION 

.  the  famers  of  North  Carolina  is  greatly  needed  to  devise  the  ways  and 
ieans  for  establishing  institutions  that  will  provide  long-term  and  short-term 
redit  desired  by  the  farmers,  and  that  will  institute  proper  systems  of  coopera- 
LYe  production  and  cooperative  distribution. 

The  last  census  shows  that  about  four-tenths  per  cent  of  the  population  of 
liorth  OEirolina,  or  1  person  out  of  ever>'  250,  was  foreign  bom;  hence  it  is 
ipparent  that  the  two  and  a  half  millions  of  white  people  in  our  State  are 
ibout  the  most  homogeneous  body  of  white  people  on  the  face  of  the  globe. 
rhere  would  seem  to  be  no  serious  obstacles,  therefore,  in  the  way  of  finally 
vrganizing  our  white  farmers  along  cooperative  lines  after  they  have  had  suffl- 
ctait  opportunity  to  learn  what  coojperation  really  means  and  after  they  have 
had  time  to  acquire  the  true  cooperative  spirit. 

Let  us  proceed  on  the  principle  that  cooperation  means  "  organized  self-help  " ; 
all  these  needed  reforms  must  be  brought  about  mainly  by  the  farmers  them- 
selves. What  the  farmers  can  do  for  themselves  along  these  lines  Is  immensely 
more  valuable  than  what  well-meaning  friends  in  the  cities  and  subsidies  from 
liie  State  can  do  for  them ;  but  there  is  great  need  of  encouraging  the  voluntary 
efforts  of  the  farmers  in  these  organizations  by  the  Judicious  aid  of  the  State 
tlaelf,  mainly  along  educational  lines.  There  is  urgent  need  that  all  institutions 
ontrolled  by  the  State  capable  of  rendering  such  service  should  lend  a  helping 
hand  in  the  launching  of  this  great  movement  for  the  upbuilding  of  the  State. 
There  is  need  in  North  Carolina  for  a  great  agricultural  forward  movement  in 
Older  that  our  Federal  Deiurtment  of  Agriculture  and  our  State  department  of 
iSriculture  and  our  rural  public  schools  and  our  educational  institutions  offer- 
tig  courses  in  agricultural  economy,  forestry,  and  domestic  science,  can  come 
k  closer  contact  with  and  widen  their  usefulness  to  the  farmers  themselves. 

Now  that  the  farmers  are  greatly  interested  in  the  subject  of  cooi)eration, 
tbere  is  immediate  need  for  a  great  central  bureau  of  information  with  the 
tearty  cooperation  of  State  and  National  Governments,  where  persons  inter- 
0tted  in  the  formation  of  cooperative  enterprises  can  promptly  secure  all  the 
proper  legal  forms  and  the  proi)er  system  of  bookkeeping  for  the  organization 
tf  such  enterprises  in  Nortli  Carolina  and  to  provide  ample  information  on 
tmrketing  subjects.  There  is  also  great  need,  even  at  this  early  stage  of  this 
movement  for  the  ser^-ices  of  experts  in  cooperative  credit,  cooperative  produc- 
lon,  and  cooperative  distribution,  in  order  that  the  farmers  may  start  their 
fti^nisations  on  the  right  basis  and  with  the  best  expert  iuformution  that  the 
State  can  afford. 

SUMMABT 

1.  We  find  that  credit  costs  the  average  North  Carolina  farmer  8  to  20  per 
Bent  normally. 

2.  We  believe  that  some  form  of  rural  credit  society  not  dependent  upon  our 
praent  system  of  commercial  banks  must  be  evolved,  based  on  the  European 

~  ~  I  but  adapted  to  American  conditions,  with  the  addition,  perhaps,  of  certain 
ftetures  of  our  building  and  loan  associations    There  is  great  need  both 
ft»r  afaort-time  credit  and  for  providing  money  on  long-time  and  low  rate  to 

Louses,  buy  land,  drain  it  and  stock  it,  provide 

lopted  the  Torrens  system  of  registering  land 
f  cheapen  and  facilitate  agricultural  credit,  and 
tier  States. 

u  of  taxation  should  be  reformed  so  as  to  dis- 
imulate  home  ownornhii),  and  stop  taxing  the 
m  he  has  Just  contracted  for  when  perhai)s  he 
t 

»veloped  marketing  system  we  lind  that  North 
of  food  or  feed  products  which  should  be  pro- 

in  providing  markets  for  these  i)otential  products 
'  of  what  we  alre^uly  produce  is  tlio  proiKT  stniul- 

dependence  of  our  farniors  must  be  self-help, 
ite  through  its  agricultural  a^^cncios  to  eilucate, 
tM  In  these  respects. 
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S.  Our  farmers  need  to  develop  a  complete  system  of  cooperation  in  (1)  get- 
ting credit;  (2)  in  buying  supplies;  (3)  in  buying  and  using  macbinery;  (4) 
in  converting  raw  products  into  more  finished  forms  as  in  ginning  cottx>n,  grind- 
ing grain,  converting  cotton  seed  into  meal  and  oil,  milk  into  cream,  batter, 
and  cheese,  etc.;  and  (5)  in  marketing  the  finished  product  directly  to  the 
consumer. 
Respectfully  submitted. 

E.  L.  Daughtridge, 
H.  Q.  Alexander, 
Clabence  Poe, 
John  Spbunt  Hux, 
Subcommittee  on  Report 
Full  committee :  E.  L.  Daughtridge.  chairman ;  Clarence  Poe,  secretary ;  A.  K 
Tate,  J.  H.  Evans,  S.  H.  Hobbs,  R  G.  Vaughn,  H.  Q.  Alexando-,  John  Spnat 
Hill. 

It  has  been  called  to  my  attention  that  the  governor  of  New  Toil 
has  also  recommended  a  large  State  land-mortgage  institute,  wUdi 
appears  to  be  verjr  much  of  me  same  kind  as  is  above  recommoided. 

Mr.  B.  F.  Harris,  chairman  of  the  agricultural  commission  of  tin 
American  Bankers'  Association,  an  eminent  authority  upon  banking, 
and  especially  agricultural  banking,  states  as  follows : 

My  notion  is  that  if  your  State  laws  provided  for  the  organization  of  lock 
land-mortgage  banks,  these  banks  would  not  issue  the  debenture  bonds,  but 
would  pass  their  local  mortgages  up  to  a  central  State  bank,  which  would  vm 
these  hundreds  of  local  mortgages  as  a  basis  for  central  bank  debenture  iaoBL 
You  will  get  quickest  action  and  lowest  rates.  This  would  contonplate  hmnC 
careful  legal  safeguards  and  supervision  of  local  bank  guaranties,  etc.  Tbt 
State  should  have  no  legal  liability,  but  the  high  moral  one  of  so  hedging  tboal 
the  system  and  central  bank  that  these  bonds  would  have  the  State's  good 
faith  and  security  back  of  them.  Such  a  bond  would  have  a  wider  marint, 
and  therefore  lower  the  rate  that  the  average  Individual  bank  deboitnre  would 
have. 

I  have  now  finished,  gentlemen,  and,  I  thank  you  very  much  for 
your  patient  indulgence. 

Mr.  BuLKLEY.  We  are  very  much  obliged  to  you  for  your  state- 
ment. 

(Thereupon,  at  5.07  o'clock  p.  m..  the  subconunittees  adjourned 
until  to-morrow,  Thursday.  March  5.  1914,  at  10.30  o'clock  a.  m.) 
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Unitbd  States  Sbnatil 

Washington^  D.  0. 
he  subcommittees  assembled  in  joint  session  at  11  o'clock  a.  m., 
I.  Henry  F.  Hollis  presiding, 
t'esent  also:  Bepresentatives  BuUdey,  Stone,  Seldomridge,  and 

iS. 

.TEMEHI   OF  BOBEBT  B.  VAN   COBTLAITBT,  HOITNT   KISCO, 
WESTCHESTEB  COTTNTT,  N.  T. 

enator  Houudgu  Your  full  name,  Mr.  Van  Corflandt,  is  Bobert  B. 

1  Ciortlandt 

fr.  Van  Cobtlandt.  Yes. 

lenator  Houjs.  And  you  live  in  New  York  City? 

fr.  Van  Cobtlandt.  I  live  in  Mount  Elsco,  Westchester  Coimty, 

Senator  Houjs.  What  is  your  occupation? 
ii.  Yjljs  Cobtlandt.  I  am  a  retired  banker  and  farmer.    I  was  in 
>  private  banking  business  for  about  17  years,  and  I  retired  8 
LTs  ago,  and  I  have  owned  my  own  farm  for  about  12  years. 
Senator  Hollis.  You  were  a  member  of  the  commission  that  went 
Europe  last  summer? 

Mt.  VAN  CoBTLA^n>T.  I  was  one  of  the  New  York  delegates. 
Senator  Hollis.  Which  commission  was  that? 
Ifr.  Van  Cobtlandt.  The  American  commission. 
Senator  Hollis.  You  accompanied  the  others  on  the  trip  ? 
Ifr.  Van  Cobtlandt.  I  sailed  with  them  and  was  with  them,  yes. 
Senator  Hollis.  You  may  go  on  in  your  own  way  and  give  the 
omittee  such  information  as  you  care  to. 

4r.  Van  Cobtlandt.  The  conunittee  has  been  holding  hearings 
some  time,  and  I  have  read  a  great  deal  of  the  testimony,  and 
!  have  had  before  vou  Mr.  Moss  and  Dr.  Coulter,  and  both  of 
ae  gentlemen  are  thoroughly  qualified  on  this  subject.  I  know 
n  my  own  experience  that  Mr.  moss  made  a  most  thorough  study 
ihis,  and  I  can  say  that  while  Mr.  Moss  is  only  a  farmer,  the 
ners  do  not  need  much  banking  assistance  if  they  have  men  like 

Moss.  Dr.  Coulter,  as  we  all  know,  is  a  most  wonderful  statis- 
in,  and  also  a  thorough  student  of  this  whole  question,  and  so 
ink  I  will  attack  it  from  a  little  different  angle  and  just  present 
TOVi  an  address  which  I  delivered  before  the  New  York  State 
icultural  Society,  giving  rather  more  of  the  fundamental  prin- 
es  rather  than  a  lot  of  statistics  again,  which  you  have  already 

from  these  other  gentlemen,  and  then  later  on  there  are  some 
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different  i)oints  which  I  think  might  be  interesting  and  which  i 
think  it  might  be  well  to  make.  j 

I  have  been  often  asked,  "What  is  agricultural  credit?  What, 
it  trying  to  do?" 

The  subject  in  all  its  ramifications  is  a  vast  one  and  many  hoo 
might  be  consumed  in  its  consideration.  What  I  am  going  to  t^ 
to  do  is,  as  briefly  and  succinctly  as  possible,  to  state  some  of  tt 
fundamental  principle  and  aims  of  the  movement. 

I  think  it  ma}^  be  said  that  there  are  three  leading  features  whk 
are  not  necessarily  related,  but  which  a  successful  realization  of  d 
purposes  sought  must  embody. 

First  It  is  sought  to  place  agriculture  on  a  better  business  bafliji 

Second.  It  is  sought  to  mobolize  land  and  land  mortgages. 

Third.  It  is  sought  to  form  institutions  where  the  primary  intmi 
considered  will  be  that  of  the  borrower  and  not  that  of  the  lender. 

Let  me  enlarge  briefly  on  each  of  these  points.  Heretofore  i 
America  farmers  have  made  little  attempt  to  be  business  men.  TIm 
work  is  hard  and  at  the  end  of  the  day  they  have  smaU  desire  i 
pore  over  accounts,  and  so  if  at  the  close  of  the  year  their  unpt 
bills  are  not  too  lar^e  and  their  stock  on  handuptotheaverage^wi 
the  farm  and  buildmgs  in  fair  shape,  they  are  pretty  weU  satisfli 
In  the  early  development  of  our  country  this  state  of  affairs  did  vi 
well.  We  had  vast  areas  of  fertile  land  which  were  cheap  and 
not  require  much  cultivation  to  yield  good  returns;  labor  was  ' 

Elentiiul  and  wages  comparatively  low.    That  happy  state  of 
as  gone  never  to  return.    The  b^  land  is  now  practicaUy  all 
pied.    Its  virgin  richness  is  gradually  disappearing,  so  tnat  it 
no  longer  produce  as  heavily  under  similar  conditions.    On  the  c 
hand,  our  population  has  been  increasing  rapidly  and  our  stani 
of  living  has  been  rising,  multiplying  the  demand  for  good 
even  more  rapidly  than  the  increase  of  population. 

One  of  our  great  sources  of  wealth  has  been,  as  we  all  know, 
nishing  other  nations  with  food  supplies  out  of  our  surplus, 
fortunate  position  is  now  being  gradually  weakened,  and  if 
checked  one  of  our  chief  elements  of  prosperity  will  in  time 
appear.  \ 

The  remedy,  however,  lies  in  our  own  hands.  Science  has  tan^ 
us  the  elements  of  which  land  fertility  is  composed,  and  we  know  twi 
to  counteract  and  repair  the  exhaustion  resulting  from  the  raisoj 
of  crops.  We  know  that  fertilizers,  proper  cultivation,  and  rotatial 
not  only  render  the  land  practically  exhaustless,  but  even  increai| 
its  yield.  j 

"But,"  says  the  farmer,  "that  is  all  very  well;  but  it  costs  a  U 
of  money,  and  I  haven't  got  it  and  don't  know  where  to  ^t  it."  An 
so  we  are  brought  faces  to  face  with  a  situation  with  which  so-calW 
agricultural  or  rural  credit  seeks  to  deal  in  one  of  its  phases,  canj 
ing  with  it  not  only  better  credit  facilities,  but  also  the  whole  quel 
tion  of  country  lire  and  its  betterment,  so  that  the  boys  and  gid 
on  the  farm,  as  they  grow  up,  will  be  content  to  marry  and  live  inth 
country,  furnishing  an  adequate  food  supply  to  the  whole  popidi 
tion  and  plenty  of  sturdy  youngsters  to  the  State. 

The  existing  banking  system  is  designed  for  industry  and  coa 
merce.    It  seeks  as  much  as  possible  liquid  assets  that  can  be  tum( 
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3h  at  short  notice.  For  merchants,  three  months'  credit  enables 
o  do  their  business  satisfactorily,  with  perhaps  partial  re- 
,  because  the  turnover  of  their  goods  is  normally  completed 
such  a  period. 

processes  of  nature,  however,  with  which  apiculture  is  con- 
are  slower.  From  the  application  of  fertilizer  to  the  har- 
;  and  sale  of  the  crop  often  a  year  elapses.  The  crop  of  one 
is  sold  before  the  other  season  c(»nes  on.  I  think  that  has  a 
eal  to  do  with  this  90-day  credit,  whidi  is  almost  universal  in 

tor  HoLXJS.  There  is  probably  closer  connection  there  than 

$  between  the  sun  spots  and  panics? 

Van  Cortlandt.  Yes,  sir;  I  think  so. 

aising  animals  two  or  three  years  are  required  before  a  full 

can  be  secured  and  the  loan  discharged  through  the  natural 

g  out  of  the  operation.    The  benefit  derived  from  a  piece  of 

lery  is  only  gradual  and  requires  time  to  reimburse  the  farmer 

a  necessary  expenditure.     So  the  conclusion  has  gradually 

itself  on  those  who  have  made  a  study  of  this  subject  that 

culture  is  to  be  put  upon  a  proper  business  basis,  if  the  full 

3ment  of  which  it  is  capable  is  to  be  reached,  it  can  only  be 

h  the  organization  of  lending  institutions  especially  adapted 

leeds. 

second  aim  I  stated  to  be  the  mobilization  of  land  and  land 


Siresent  system  of  borrowing  on  land  is  by  mortgages  running 
y  from  three  to  five  years,  the  entire  principal  coming  due 
time.  This  is  expensive,  involving  nearly  always  renewals, 
ngerous  from  the  possibility  of  the  mortgage  falling  due  at 
of  restricted  credit,  so  that  it  can  not  be  renewed,  this  danger 
Greater  for  the  farmer  than  for  the  owner  of  improved  city 
ty.  On  the  Continent  of  Europe  this  business  is  handled  by 
td  land-mortgaffe  banks,  or  ratner  associations.  These  asso- 
3  are  formed  cilong  varying  lines,  some  being  foimed  with 
like  the  great  French  institution,  the  Credit  Foncier ;  some 

no  stock,  like  the  German  Landschaften ;  some  being  ffuar- 
by  a  State  of  Province,  as  in  Austria;  and  the  principal  one 
dgary,  combining  ingeniously  various  features  peculiar  to 
All  these  institutions,  however,  are  formed  along  certain  gen- 
ndamental  lines,  as  follows: 

mortgages  which  are  granted  are  pledged  for  the  security  of 
which  uie  institution  issues  and  sells  in  the  general  market, 
bonds  have  no  fixed  maturity,  but  can  be  retired  at  par  or 
mall  pr^oaium  at  any  time.  When  the  borrower  mortgages 
i  to  tne  bank  he  agrees  to  pay  a  certain  fixed  sum  per  annum, 
3  semiannually.  This  fixed  amount  is  called  the  •'  annuity,'' 
composed  of  the  annual  interest  plus  an  amount,  generally 
lent,  toward  the  reduction  of  the  principal  of  the  debt  and 

as  "amortization,"  and  an  additional  amount,  about  i  per 
►ward  the  expenses  of  the  bank.  The  borrower,  therefore,  at 
^ns  to  extinguish  the  principal  of  the  debt,  and  as  each  year 
ncipal  decreases,  the  interest,  of  course,  decreases  also,  and  the 
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annuity  being  fixed,  the  proportion  of  it  applicable  toward  th 
tinction  of  the  mortgage  increases ;  and  so  it  happens  that,  bedi 
with  a  payment  of  i  per  cent  toward  principal,  the  mortgage  be 
4  to  4r|  per  cent,  which  are  the  general  rates,  the  entire  debt  i 
tinguished  in  between  60  and  60  years. 

All  these  banks  are  under  close  State  supervision,  and  everj 
caution  is  taken  to  insure  proper  administration  and  valuatio 
land.  They  are  usually  accorded  certain  privileges,  such  as  e.^ 
tion  from  some  forms  of  taxation;  often,  also,  the  right  of  im 
ately  entering  into  possession,  called  sequestration,  and  quick 
closure  in  case  of  default  in  the  annunity,  and  in  addition  the 
thCT  issue  are  generally  legal  for  trust  funds. 

The  result  is  that  these  bonds  sell  freely  and  on  almost  as  g 
basis  as  Government  securities.  The  bond  market,  as  you  kno^ 
been  poor  all  over  t|^e  world  lately,  but  an  annual  payment  of  i 
cent  would  even  now  cover  every  item  and  extinguish  the  d 
about  60  years. 

The  borrower  has  the  right  at  any  time  of  paying  off  the 
gage,  a  small  penalty  being  generally  exacted,  but  the  lending 
tution  can  not  require  payment  from  the  mortgagor,  thus  guf 
against  any  higher  rate  of  interest  being  exacted  during  the  1 
the  loan;  whereas  should  interest  rates. fall  the  borrower  can  i 
pate  the  payment  of  the  mortgage  and  secure  the  benefit  of  the 
rate  of  interest 

If  payment  of  a  mortgage  is  anticipated,  or  when  the  semin 
payments  are  received  by  the  bank,  it  enters  the  market  and 
or  retires  a  corresponding  amount  of  its  bonds,  so  that  its  outsta 
bonds  never  exceed  in  the  aggregate  the  total  of  the  mortga 
holds  against  them.  This,  also,  has  the  additional  advanta 
making  a  constant  market  for  the  bonds,  and  there  is  no  necess 
sinking  funds  for  special  mortgages,  as  they  are  under  a  g 
pledge.  These  banks  do  not  look  to  deposits  to  provide  fun< 
lending.  In  some  cases  they  are  forbidden  from  receiving  th< 
others  they  are  restricted  to  a  proportion  of  their  capital;  ii 
way  they  do  not  compete  with  ordinary  commercial  banks. 

The  mortgaging  of  land  is  known  as  long-term  credit,  and  i 
be  handled  as  stated  above  by  joint-stock  institutions  or  by  as 
tions  of  borrowers,  the  nature  of  the  business  being  such  that 
forms  of  institutions  have  advantages  and  defects  which  may 
the  one  form  more  adaptable  to  one  community  and  the  other 
more  adaptable  to  another ;  but  in  institutions  furnishing  the 
required  by  farmers  for  working  capital,  such  as  the  purclu 
seeds,  fertilizer,  payment  for  labor,  etc.,  which  is  known  as  shorl 
credit,  the  third  aim  of  which  I  spoke,  viz,  the  forming  of  ii 
tions  in  which  the  borrower  should  be  primarily  considered 
than  the  lender,  assumes  fundamental  importance. 

On  the  Continent  of  Europe  a  solution  is  found  in  the  organi 
of  banks  by  the  application  of  so-called  cooperative  principles, 
purpose  is  to  provide  organizations  where  the  borrower  receive 
sideration  rather  than  the  lender,  and  also  to  keep  the  money  < 
body  of  individuals  for  the  use  of  that  body,  it  being  a  nic 
under  the  present  system  a  great  deal  of  money  belonging  to  fi 
finds  its  way  into  Wall  Street  and  into  securities. 
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Cn  our  banking  sjrstem  a  bank  is  organized  by  inviting  people 
bli  mone^  to  subscribe  to  the  stock,  and  these  stockholders  have  the 
e  voice  in  electing  the  directors  and  managers  of  the  bank  and  in 
posing  of  the  deposits  that  may  be  secured.  This  is  the  practice, 
^use  it  is  felt  that  if  the  money  is  provided  there  will  oe  little 
Bculty  in  finding  a  profitable  use  for  it  In  business,  however, 
5re  must  always  oe  two  parties  to  the  transaction,  the  buyer  and 
ler;  or,  in  the  case  of  loans,  the  lender  and  borrower.  At  present 
5  lenders  are  organized,  whereas  the  borrower  stands  alone.  In  a 
nt-stock  bank  the  primary  consideration  is  that  of  the  stock- 
Iders.  The  loans  taken  will  naturally  be  not  only  the  best  that  in 
B  opinion  of  the  directors  may  be  offered,  but  they  will  also  be  the 
ist  profitable  to  the  bank,  and  the  borrower  has  no  alternative  but 
accept  or  decline  the  loan. 

The  initial  capital  is  secured  b^  entrance  fees  and  subscription 
shares  where  the  principle  of  hmited  liability  is  adopted,  or,  if 
ere  are  no  shares,  resort  must  be  had  to  the  principle  of  unlimited 
bility — ^i.  e.,  the  equal  and  unlimited  liability  of  all  members  who 
in  the  bank  for  every  obligation  the  bank  may  contract,  which  is 
evalent  particularly  in  Germany,  because  experience  has  shown 
it  there,  at  any  rate,  it  involves  practicallv  no  risk.  In  the  United 
ates  it  would  hardly  be  acceptea,  certainly  not  generally. 
After  the  cooperative  bank  is  formed  the  problem  of  securing 
nds  to  loan  is,  of  course,  the  chief  one,  but  as  one  of  the  principles 
Uowed  is  to  limit  dividends  on  the  stock  to  4  or  5  per  cent,  a  reserve 
A  be  gradually  accumulated  and  deposits  come  in  as  it  is  seen  that 
»  tML&  is  doing  a  safe  business,  all  speculative  business  being 
rmded. 

Other  important  features  are  that  every  stockholder  should  have 
Bt  one  vote,  no  matter  how  many  shares  he  owns,  although  it  is 
rovided  that  no  one  person  shall  own  more  than  a  certain  number 
'shares,  generally  10  per  cent,  and  another  absolutely  essential 
iture,  where  the  bank  is  formed  with  unlimited  liability,  is  that  the 
ea  in  which  it  operates  should  be  restricted  so  that  the  members 
5  all  know  and  watch  each  other.  The  loans  must  be  for  a  pro- 
ctive  purpose  and  not,  for  instance,  for  living  expenses,  so  that 
ten  the  purpose  sought  has  had  time  to  accomplish  the  result  aimed 
varying  in  agriculture  from  six  months  to  two  or  three  years — as 
"uld  be  me  case  in  buying  a  cow  and  raising  and  selling  the  heifer — 
I  borrower  will  receive  nmds  to  liquidate  the  loan.  Ix)ans  are  only 
inted  to  members  of  the  bank,  although  deposits  are  accepted  from 
[aiders.  This  has  the  double  effect  of  making  a  borrower  person- 
J  interested  in  repaying  his  loan,  and,  secondly,  as  undesirable 
n  would  not  succeed  in  being  elected  to  membership,  the  bank  is 
ytected  in  the  character  of  those  it  is  loaning  to. 
[  should  speak  to  you  of  other  features  of  these  cooperative  banks, 
h  as  the  encouragement  of  thrift  which  they  exercise  and  the 
leficial  effecte  they  have  had  on  the  character  of  a  community, 
;  in  this  brief  article  I  am  confining  myself  to  the  business  side. 
Hie  chief  difficulty  is  that  of  securing  funds  sufficient  to  supply 
needs  of  borrowers,  and  so,  after  a  time,  the  advisability  of  f orm- 
;  a  central  bank  for  a  group  of  local  banks  was  clearly  seen.  The 
tral  bank  acte  as  a  sort  of  clearing  house  for  the  funds  of  the 
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local^  banks,  some  of  which  have  a  surplus  of  deposits  above  the 
requirements  of  their  neighborhood,  although  as  a  rule  it  may 
said  to  be  the  other  way  around,  but  in  addition,  the  central  * 
being  an  institution  with  very  considerable  resources,  is  in  a 
to  do  business  with  the  large  commercial  banks  and  with  the  . 
ment  banks  of  issue  which  exist  practically  in  all  European 
tries.    That  this  whole  system  of  cooperative  banks  is  of  no  __ 
proportions  is  at  once  shown  by  the  tact  that  in  Grermany.  for 
stance,  their  deposits  amount  to  nearly  $500,000,000,  and  the  ' 
over  of  86  out  of  40  central  banks  in  1910  was  about  $2,000. 
You  gentlemen,  of  course,  all  know  what  the  word  "tui 
means.    It  ma;^  come  in  and  ^o  out  six  or  seven  times  dimng 
year  and  each  time  it  is  counted,  and  that  is  the  reason  why  it " 
that  figure  up  so  high. 

It  is  not  hard  to  see  many  obstacles  to  the  successful  working 
.in  this  country  of  institutions  formed  along  similar  lines.  One 
the  great  requirements  being  that  expenses  must  be  kept  down  to 
lowest  point  in  order  that  they  can  loan  cheaply,  it  is  essential ' 
they  secure  much  of  their  service  gratuitously:  NeverthdesB 
benefits  to  agriculture  and  the  results  obtained  f<Hr  the  betterment 
rural  life  in  general  have  been  imdeniable  ajid  far-reaching. 

The  prospect  certainly  is  not  alluring  to  anyone  considering  joi 
ing  the  movement.  Hard  work,  no  pay,  probably  little  tluum. 
have  lived  now  for  a  good  many  years,  and,  as  happens  to  us  i 
some  of  my  illusions  have  been  shattered,  and  yet  I  am  still  M 
mistic  enough  to  believe  that  competent  men  will  oflfer  themsen 
to  guide  the  movement  simply  because  it  is  worth  while. 

Of  course,  that  is  one  great  feature,  that  we  must  find  mm 
public-spirited  men,  that  a  great  deal  of  this  service  has  to  be  rin 
gratuitously,  or  else  you  can  not  get  the  benefits  out  of  it.  All  Eufl 
pean  countries  always  have  honors  that  they  can  give,  and  very  ofH 
a  man  will  work  just  as  hard  for  a  piece  of  ribbon  as  he  wiU  fori 
million  dollars.  But  we  have  not  got  that  here,  and  it  is  a  differ* 
problem  with  us. 

Senator  Holus.  They  have  been  giving  some  medals  lately  to  Oq 
Goethals. 

I  would  like  to  get  your  personal  judgment  as  to  the  advisabi 
of  the  Government  undertaking  to  make  direct  loans  to  farmers, 

Mr.  Van  Coktlaxdt.  I  think  wherever  that  is  done  it  is  only 
sheer  necessity.  It  is  only  where  the  people  are  poor  and  ignoi 
I  think  in  this  country  we  have  every  element  for  the  strongest 
best  system  of  agricultural  credit.  I  think  the  Americans  are  inl 
gent  and  resourceful,  and  we  have  great  wealth  in  this  country, 
I  think  it  is  a  thing  which  they  are  perfectly  competent  to  work 
themselves,  which  is  the  best  way  of  doing  it. 

Senator  Hollis.  Then,  generally  speaking,  you  do  not  advise  & 
rect  loans?  i 

Mr.  Van  Cortlandt.  No.  1 

Senator  Hollis.  Do  you  advise  any  Government  financial  aaaW 
ance  to  the  banks  in  the  way  of  deposits  or  purchasing  their  bondsl  I 

Mr.  Van  Corti.andt.  I  think  it  is  necessary  that  the  Govemmdl 
should  supervise  these  land-mortgage  banks  very  closely,  and  asth^ 
do  that  then  they  are  perfectly  justified  in  making  them,  for  instancj 
legal  for  trust  funds.     If  they  did  not  supervise  them  they  wooli 
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be  justified  in  doin^  it.  I  think  that  is  the  reason  wh^  they  are 
srvised.  The  two  tSings  go  toother — the  close  supervision,  and 
1  in  return  for  that  certain  privileges  which  the  Government  is 
Eectly  justified  in  granting  tnem  on  account  of  the  supervision, 
ti  as  making  them  legal  for  trust  funds.  The  exemption  from 
ation  is  a  matter  of  general  judgment;  it  has  nothing  to  do  with 
question  of  supervision.  I  think  the  other  two  things,  i.  e.,  re- 
nng  deposits  and  making  them  legal  for  trust  funds,  come  directly 
m  the  fact  that  they  are  closely  supervised,  and  that  is  the 
tification  for  the  Government  doing  it. 

Senator  H014LI8.  Do  vou  believe  that  the  system  can  be  put  into 
cessful  practice  in  the  United  States  without  some  Government 
istance! 

ifr.  Van  Cortlandt.  I  think  so.  I  think  in  the  matter  of  land- 
rtgage  banks  that  probably  they  will  gradually  develop  into  very 

r)  institutions.  If  you  assume  that  a  bank  has  $10,000  capital, 
has  only  $150,000  it  can  loan,  it  might  loan  that  very  quickly, 
1  then  the  only  source  of  further  loans  would  be  its  amortization 
fments,  which  would  be  very  small ;  and  if  they  want  to  keep  on 
Liiing  they  must  raise  additional  capital ;  but  I  think  in  a  district 
lere  that  bank  has  been  operating  it  will  have  a  good  effect  on  the 
trict,  and  it  will  become  more  prosperous,  and  thei-efore  there  will 
t  be  any  great  difficulty  in  raising  additional  capital  as  it  is  found 
sessary,  and  I  think  through  competition  the  larger  banks  will 
able  to  do  business  somewhat  clieaper,  and  I  should  say  the  tend- 
y  of  the  long-term  ci'edit  business  will  be  to  pass  into  the  hands 
:hat  institution,  which  will  gradually  become  large,  and  as  it  will 
I  gradual  thing  it  seems  to  me  there  should  be  no  danger  in  their 
reasing  in  that  way.  For  instance,  the  Credit  Foncier  had  reached 
limit  of  the  number  of  bonds  that  it  could  put  out,  so  they  had — 
Lhey  are  limited  to  20  times  their  capital  stock,  as  you  gentle- 

I  mow — ^to  issue  $5,000,000  new  stock  in  order  to  keep  on  doing 
iness,  and  they  gradually  increased  their  stock  until  it  is  now 
,000,000,  and  the  total  number  of  their  bonds  outstanding  is 
e  hundred  million. 

Senator  Holus.  Did  I  understand  you  to  say  you  have  been  a 

ikert 

ilr.  Van  Cobtlandt.  For  17  years ;  yes. 

Senator  Holus.  I  would  like  your  idea  as  to  whether  the  deposits 

it  might  be  made  with  these  banks  should  be  limited  or  unlimited 

tfr.  Van  Corti^vndt.  I  feel  veiy  strongly  that  if  they  were  long- 

m  banloB  they  should  be  limited. 

Senator  Holus.  And  how  would  you  limit  them  ? 

Ifr.  Van  Cobtlandt.  That  is,  of  course,  a  matter  of  judgment, 

I I  think  the  provision  in  this  bill  is  a  reasonable  one. 

Ifr.  Hatbs.  tk)  you  see  any  objection  to  our  making  the  deposits 

oal  to  the  capital  and  surplus,  giving  them  a  little  more  chance 

take  care  of  other  deposits! 

Ifr.  Van  Cortlandt.  That  is  a  matter  also  of  judgment,  but  I  do 

k  want  too  large  deposits  where  they  can  get  them  tied  up. 

ifr.  Hates.  I  agree  to  that. 

Mr.  Van  Cortlandt.  You  would  want  to  have  just  enough  for  a 

hiking  capital  for  a  revolving  fund.    I  am  afraid  I  am  using  my 

W  stuff  a  good  deal  and  it  might  be  thought  that  I  am  throwing 
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bouquets  at  myself,  but  this  is  the  way  I  put  it  here,  and  this  is 
little  pamphlet  that  I  prepared  for  my  fanning  neighbors^  but  wUd 
I  ^ave  out  to  some  gentlemen  like  Mr.  Victor  Morowetz  ani  n 
otners  of  those  gentlemen,  and  Mr.  Morowetz  was  kind  enouf^ 
write  me  back  that  it  was  very  clear. 

Mr.  Hayes.  Before  you  begin  with  that  let  me  ask  you,  the  reisa 
they  limit  deposits  is  so  that  there  will  not  come  a  8udaen  call 
an  mstitution  whose  assets  are  not  liquid  ? 

Mr.  Van  Cobtlandt.  That  is  just  the  point  I  make. 

Mr.  Hates.  If  we  have  our  deposits  m  such  shape  that  they 
easily  and  quickly  salable,  then,  of  course,  we  can  accept  more  di 
posits,  and  the  more  deposits  we  accept  the  more  we  have  to  doM 
ness  with,  of  course. 

Mr.  Van  Cortlandt.  Yes;  but  as  soon  as  you  use  these  deporil 
you  are  then  indulging  in  the  risks  of  commercial  business,  and 
think  one  of  the  fundamental  principles  of  these  banks  is  tut  th 
shall  do  no  business  which  involves  any  risk.    I  think  to  do  tih 
would  hurt  the  sale  of  their  debentures,  and  the  fundamental  p' 
ciple  of  the  thing  is  to  make  these  debentures  salable,  because  in  1 
way  you  get  a  free  market  and  the  best  rate  of  interest    If  ttef 
to  do  commercial  business  then  they  are  assuming  the  risks  ik 
commercial  business  must  involve.    They  buy  securitiea-HUid  m 
have  seen  these  securities,  even  good  bonds,  witnin  the  hot  five  jad 
go  down  10  to  20  points.     Buying  commercial  paper  may  infM 
losses,  and  if  they  do  much  of  that  business  it  will  affect  their  cnfl 
and  the  salability  and  rate  of  interest  at  which  they  can  put  tiirt 
bonds  out 

Mr.  Hayes.  Is  there  not  this  danger  to  commercial  business  doi 
on  a  large  deposit  line — the  loan  of  deposits  is,  of  course,  much  mm 
profitable  to  the  bank? 

Mr.  Van  Cortlandt.  Yes,  sir.  > 

Mr.  Hayes.  And  would  there  not  be  a  temptation  for  them  to  kM 
this  business  for  which  they  are  organized  and  go  into  a  strict^ 
commercial  business? 

Mr.  Van  Cortlandt.  Yes;  there  is  danger  of  that  it  seems  toi 

Senator  Hollis.  I  understand,  Mr.  Van  Cortlandt,  that  thm 
no  proposition  to  make  commercial  loans — ^their  proposition  ill 
allow  them  to  take  deposits. 

Mr.  Van  Cortlandt.  What  are  they  going  to  do  with  their  k 
posits  to  make  money  out  of  them  ? 

Senator  Hollis.  The  only  way  that  they  could  get  away  from  fl 
disadvantage  that  you  have  suggested  is  by  having  tJhe  bond  so 
that  it  is  readily  and  quickly  saleable. 

Mr.  Van  Cortlandt.  If  it  is  felt  that  they  are  taking  a 
risk,  and  in  order  to  take  deposits  they  have  got  to  pay  2  or  S 
cent  for  them,  and  perhaps  more,  and  they  have  to  mase  those 
posits  work,  and  in  making  them  work  they  begin  to  take  the  d 
tiisit  commercial  business  involves. 

Mr.  Hayes.  Is  it  not  contemplated  that  these  deposits  shal 
used  to  meet  the  temporary  and  urgent  needs  of  the  fellows  fll 
borrow  from  them  ?     Oh,  no ;  this  is  cooperative. 

Mr.  Van  Cortlandt.  Not  the  long  term;  only  the  short  tl 
They  can  buy  bonds  if  the  market  declines.  They  can  protect 
market  for  tneir  bonds.  I 
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lator  HoiiLis.  Now,  if  you  will  read  what  you  referred  to. 
.  Van  Cortlandt.  It  is  just  a  few  sentences.    I  have  attached 
at  deal  of  importance  to  that,  because  over  here  in  America 
ik  the  ideas  on  the  subject  are  not  clear,  and  it  seems  to  me  that 
important 

'ill  have  been  noticed  that  the  land-mortgage  banks  do  not  secure  their 
ces  through  accepting  deposits  but  through  issuing  bonds  secured  by  the 
iges  they  grant.  This  is  because  deposits  are  subject  to  recall,  either 
:h  checks  payable  on  demand  or,  if  they  are  what  bankers  call  time 
ts,  through  giving  notice  a  few  months  ahead.  With  funds  such  as  these, 
I  would,  of  course,  be  in  danger  should  it  loan  them  out  for  a  period  of 
ber  of  years,  because  if  the  depositor  demanded  their  money  the  bank 
not  be  able  to  call  in  its  loans  to  pay  its  depositors. 
Institution,  however,  dealing  in  short-time  credit  is  in  quite  a  different 
•n.  As  it  only  makes  loans  for  short  periods  it  is  perfectly  safe  for  it  to 
deposits  and  to  employ  these  deposits  to  meet  the  needs  of  its  customera, 
ed  that  ordinary  business  Judgment  is  used  in  limiting  loans  to  a  reaaoo^ 
mount,  and  in  stringing  them  out,  so  that  money  is  coming  in  all  the  time 
loans  are  repaid.  I  would  like  you  to  keep  weU  in  mind  the  radical  dis- 
n  between  the  two  kinds  of  institutions— those  furnishing  long-time 
and  those  furnishing  short- time  credit,  which  in  a  well-organized  country 
ermany  is  practically  always  observed,  because  here  there  seems  to  be 
itant  tendency  to  confuse  the  two  and  to  endeavor  to  inject  dangerous 
>les  into  this  kind  of  banking. 

.  Hayes.  That  is  perfectly  sound. 

.  Van  CioRTLANDT.  I  have  two  or  three  other  points  here  that  I 
;ht  miffht  be  interesting  to  the  committee, 
lator  Mollis.  Perhaps  it  would  be  best  for  you  to  go  ahead 
inish  "what  you  have  to  say,  and  then  we  will  allow  questions. 
.  Van  Coirtlandt.  I  was  just  going  to  bring  up  some  specific 
which  seem  to  be  rather  interesting. 

is  is  a  book  that  was  issued  by  one  of  the  great  German  banks, 
>resdner  Bank,  on  its  fortieth  anniversary, 
lator  HoLLis.  Is  that  a  Munich  bank? 

.  Van  Coktlandt.  No;  this  is  a  commercial  bank  in  Berlin. 
I  time  to  time  I  would  have  talks  with  the  big  commercial  banks 
isk  them  what  they  thought  about  this  system  of  agricultural 
:s,  agricultural  bants,  and  they  were  aU  very  favorable  to  it,  and 
zt  this  bank  acts  as  the  central  bank  for  the  Schulze-Delitzsch 
n  of  banks,  the  banks  that  offer  credit  to  the  workingmen  in 
)wns  more  than  to  farmers.  They  give  various  statistics  about 
levelopment  of  Germany,  and  there  are  some  things  in  here 
1  I  thought  quite  interesting. 

the  first  place,  they  claim,  of  course,  which  we  all  concede,  that 
return  per  acre  of  land  is  very  much  larger  than  it  is  with  us. 
)  figures  are  ffiven  in  German  measures,  but  the  percentages,  of 
e,  would  notice  affected.  For  instance,  the  yield  of  wheat  per 
n  Germany  increased  from  12.8  to  20  per  cent,  between  1885  and 
that  is,  the  yield  of  wheat  per  acre  in  Germany  increased  57 
ent;  the  yield  of  rye  increased  73  per  cent;  the  yield  of  barley 
ised  61  per  cent;  the  yield  of  oats  increased  80  per  cent ;  the  yield 
tatoes  increased  61  per  cent,  and  the  yield  of  hay  increased  52 
ent.  In  the  fifth  volume  oi  our  census  there  is  a  comparison. 
5S  not  go  back  as  far  as  25  years,  so  that  we  can  not  make  the  com- 
on  absolutely  the  same,  but  there  is  a  comparison  of  our  yields 
e  last  10  years,  which  I  think  is  interesting  as  bearing  on  the 
ct.     This  IS  in  volume  6  of  the  census.    The  value  of  aU  cereals 
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combined  increased  in  acreage  from  1899  to  1909,  3^  per  cent,  m 
the  increase  in  production  was  l.T  per  cent,  showing  that  in  those  11 
years  the  yield  per  acre  not  only  has  not  increased  but  has  aotnal^ 
decreased.  The  increase  in  value,  of  course,  was  nearly  80  per  cnt 
And  there  we  have,  in  those  figures,  the  whole  subject  of  the  Wgl 
cost  of  living. 

In  Germany  this  great  increase  has  come  coincident,  at  any  rat^ 
and  it  may  be  only  a  coincidence — ^but  at  any  rate  it  has  come  at  ^ 
same  time  as  the  development  of  their  rural  banking  systems,  of  tin 
lon^-term  and  short-term  credits.  So  that  it  seems  to  me  that  this  it 
an  mteresting  thin^.  That  is  an  important  feature  of  this  wboii 
thing,  if  we  want  tne  public  to  be  interested  in  it.  It  is  the  hid 
cost  of  living  that  interests  them,  and  if  we  can  devise  a  systemq 
which  the  farmer  makes  more  money  by  raising  two  blades  of  grtfl 
where  before  he  only  raised  one,  it  seems  to  me  that  there  is  a  chanei 
for  the  purchaser  or  consumer  to  get  his  food  at  perhaps  a  considw 
able  reduction,  and  then  it  passes  out  of  the  class  legislation  aaj 
becomes  a  great  national  question.  In  fact  this  whole  subject  k  M 
big  when  you  study  it,  it  is  almost  staggering  in  the  ramificatioiri 
through  wnich  it  reaches.  It  seems  to  me  that  that  is  the  real  crn 
of  the  thing,  to  make  farming  more  profitable  and  at  the  same  tim 
make  to  benefit  to  the  Nation  as  a  whole,  which  I  believe  it  will  be  ^ 
we  get  a  proper  system.  ^  j 

Senator  Holus.  I  do  not  believe  we  are  going  to  be  fri^teofll 
much  by  the  class-legislation  cry. 

Mr.  Van  Cortlandt.  But  still  if  the  people  at  large  should  reaHfc 
that  it  is  something  that  might  benefit  them  they  will  take  a  greit 
deal  of  interest  in  its  development.  ' 

Mr.  Ady.  I  would  like  to  ask  the  gentleman,  if  I  may,  to  explain 
more  fully  how  it  is  that  the  credit  system  has  assisted  in  the  increaai 
in  acreage  production? 

Mr.  Van  Cortlandt.  Because  it  has  enabled  the  farmer  to  buj 
fertilizer,  employ  labor,  etc. 

Mr.  Ady.  That  is  the  point  T  wanted  to  bring  out. 

Mr.  Van  Cortlandt.  And  at  the  same  time  helps  the  laborer,  be- 
cause if  he  can  raise  twice  as  much  per  acre  he  can  pay  better  wageft 
The  ramifications,  as  I  say,  are  very,  very  wide  in  this  whole  thSig 
and  it  makes  it  a  very  great  question. 

Senator  Hollis.  I  want  to  ask  you,  Mr.  Van  Cortlandt  as  a  prac- 
tical farmer,  if  you  find  it  actually  pays  to  buy  large  amounts  of  ar 
tificial  fertilizer,  so-called  chemical  fertilizer? 

Mr.  Van  Cortlandt.  Of  course  my  farm  is  about  350  acres,  aik 
I  ran  my  farm,  when  I  was  a  business  man,  very  largely  as  a  diver 
sion,  so  that  T  would  not  like  to  say  absolutely  from  my  own  prac 
tical  experience  on  that  point ;  but  I  think  that  undoubtedly  you  cii 
get  it  not  only  cheaper,  but  you  can  get  a  better  quality,  and  that  i 
even  of  more  importance. 

Senator  Hollis.  I  own  a  farm  myself,  and  I  was  wondering  whil 
your  experience  was. 

Mr.  Hayes.  In  California  we  spent  $4.50  an  acre  for  artificial 
chemical  fertilizer,  and  we  raised  three  times  the  amount  of  crof 
that  my  neighbor  just  on  the  other  side  of  the  fence  raised  withool 
fertilizer,  on  the  same  kind  of  land. 
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^^»  Va3t  Cortlandt.  There  is  no  question  but  that  fertilizer  is  a 
Pjp  benefit  to  the  land. 

^'  BuiiKLEY.  How  long  does  the  benefit  from  the  fertilizer  last! 
J^.  Fan  Cortlandt.  Of  course,  fertilizer  does  not  last  the  way 
^  Manure  does,  and  proper  rotation  of  crop  is  a  very  important 
|*Qfe  in  addition  to  fertilizer. 

ifr.  BuLKJLBY.  The  question  I  had  in  mind  is  whether  the  pur- 
«  o:ff  fertilizer  is  a  proper  purpose  for  a  mortgage  loan  or  long- 
e  l^aiL 

fc  ^^AN  CoRTLANDT.  I  do  not  think  so.  That  is  a  short-time  credit. 
fe«  -^ULKMJY.  It  is  a  short-time  credit! 

^.  "Van  Cortlandt.  It  is  a  short-time  credit,  yes,  sir,  which  you 
^  8^  your  benefit  from  within  a  year  or  two.  The  whole  crux 
i  ^^  thing  is  how  long  will  it  take  you  to  realize  the  loan  with  a 
■Moaable  profit,  so  that  you  can  pay  the  loan  and  benefit  yourself. 
M  course,  on  the  long  term  you  can  make  enou^  to  j^ay  off  a  50 
1^  CAnt  mortgage  only  when  you  have  a  long  time  to  do  it  out  of  the 
•Potion  of  the  farm;  but  in  buying  a  cow,  for  instance,  you  can 
Pjdl  that  back  in  two  or  three  years,  as  you  know.  Also  in  the 
Jfilker — you  get  it  bacJk  in  a  year,  and  if  you  use  any  judgment  in 
?•  use  of  the  fertilizer  and  properly  cultivate  the  land  you  will  get 
^  whole  profit  back  within  a  year,  and  you  will  get  all  the  money 
^  enabnng  you  to  pay  your  loan  on  the  fertilizer  plus  the  profit, 
^ou  are  a  good  farmer. 

Ifr.  Hayes.  Which  profit  is  sometimes  very  large! 
Ur.  Van  C!orii-andt.  Yes;  certainly. 

Ifr.  BmALSY.  Do  you  think  we  have  something  to  learn  from  the 
mgarian  agricultural  credit  system ! 

i/br.  Van  CSortlandt.  Well,  they  have  a  Icmg-term  institution, 
ikh  I  think  is  quite  interesting,  and  I  spent  some  time  with  the 
na^eer  of  that  bank,  who  spoke  English  fairly  well,  and  also  spoke 
Bndi,  with  which  language  I  am  very  conversant,  and  in  that  way 
helped  me.  As  the  result  of  that  conversation  I  got  a  statement 
im  him  and  went  over  it  with  him,  and  where  he  used  words  which 
I  American  would  not  understand  I  talked  the  thing  over  with 
Q  BO  as  to  see  what  was  exactly  in  his  mind,  and  then  put  in  the 
rdsthat  Hie  American  business  man  could  miderstand. 
Phat  institution -was  foimded  about  50  years  ago,  and  at  the  time 
)  founders  subscribed  about  $600,000,  but  they  only  put  up  10  per 
it  They  only  paid  in  cash  10  per  cent,  and  tne  State  loaned  about 
)0,000  and  that  was  their  foundation  capital.  Then  the  rest  of 
i  90  per  cent  of  the  founders'  capital  was  put  up  gradually  out  of 
>  profits  of  the  bank.  That  institution  was  founded  60  years  ago. 
iuuB  beem  growing  since  that  time,  and  now  it  is  an  institution 
th  $10,000,000  of  capital  and  surplus,  with  something  like  $100,- 
),000  of  bonds  outstanding,  and  all  the  dividend  they  have  paid  is 
>er  cent  on  the  10  per  cent  actually  subscribed  until  the  takmg  up 
dividends  of  the  90  per  cent  made  up  out  of  the  earnings. 
rhey  have  what  you  might  call  a  great  institution,  organized  50 
\n  ago,  with  a  $100,000,000  bond  issue. 

knd  there  was  a  combination  of  the  principles  of  cooperative  and 
at-sfcoek  banks.  Of  course,  with  the  cooperative  principle  the 
»stion  is  how  you  can  sell  your  bonds.    The  cooperative  bank,  I 
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think,  started  almost  from  necessity.    The  people  cooperated  because 
they  had  to  do  so. 

Mr.  BuLKi^EY.  Was  there  any  Government  aid  for  that  institu- 
tion t 

Mr.  Van  Cortlandt.  lliat  the  loan  was  given  them  of  $200,000; 
that  is  all. 

Mr.  BuLKUEY.  At  what  rate  of  interest? 

Mr.  Van  Cortlandt.  It  was  not  very  hij^h.  It  was  5  or  6  per 
cent.  They  paid  5  per  cent  interest  on  this  10  per  cent  that  was 
actually  subscribed.  But  it  is  such  a  small  proportion  now  of  all 
their  resources  that  whether  they  pay  4  or  6  per  cent  on  that  it  is 
very  small,  comparatively  speaking. 

Mr.  BuLKLEY.  At  the  time  it  was  made  it  was  a  large  proportion, 
I  understand. 

Mr.  Van  Cortlandt.  Yes.  I  have  forgotten  then  whether  it  wis 
4  or  5  or  6  per  cent,  but  it  was  no  high  rate  of  interest. 

Mr.  BuLKLBY.  You  stated  that  you  differed  from  Mr.  Mobb  oa 
some  point  in  connection  with  some  institution. 

Mr.  Van  Cortlandt.  Yes.  That  is  the  bie  French  institatioo, 
the  Credit  Foncier,  and  there  are  some  points  uiere  which  Mr.  Mosi 
and  I  differ  on.  I  have  got  Mr.  Moss's  statement  to  this  committei 
before  me. 

Mr.  Moss.  Do  you  and  I  differ  about  the  Credit  Foncier  being  a 
joint-stock  bank?    Do  we  differ  on  that? 

Mr.  Van  Cortlandt.  No  ;  it  is  a  joint-stock  bank.    I  do  not  tludi  ^ 
there  is  any  Question  about  that.    It  is  paying  7  per  cent  dividendi 
now  and  its  snares  are  selling  at  about  180  and  it  increased  its  divi- 
dend last  year  up  to  7  per  cent. 

Mr.  Hayes.  It  has  a  very  much  higher  price,  too,  has  it  not! 

Mr.  Van  Cortlandt.  The  book  value  is  somewhere  up  near  HJO^ 
about  what  the  shares  are  selling  at,  I  think.    The  head  ox  the  Credit 
Foncier,  who  is  called  the  governor,  and  two  vice  governors  are  ip-  j 
pointed  by  the  President  of  France.    The  board  has  to  be  not  ta»j 
than  20  and  not  over  23,  I  think  it  is.    Three  of  these  have  to  bi  J 
Government  oflScers.    The  reason  for  that  is,  as  I  said  before,  becansi 
they  ^t  certain  privileges  from  the  Government.    The  two  thingi 
go  together — the  Government  privileges  and  the  right  of  the  Govenh 
ment  to  supervise  them,  and  in  this  case  to  even  more  than  supcrtisi 
them  by  appointing  their  president  and  two  vice  presidents. 

Senator  Hollis.  You  may  go  ahead,  Mr.  Van  Cortlandt,  on  tb 
points  where  you  differ  with  Mr.  Moss. 

Mr.  Van  Corixandt.  Is  that  agreeable  to  you,  Mr.  Mosst 

Mr.  Moss.  Certainly.  As  soon  as  you  make  your  statement  I  inB 
make  a  statement  showing  wherein  we  differ.  I  am  very  much  inl** 
ested  in  what  Mr.  Van  Cortlandt  has  said. 

Mr.  Van  Cortlandt.  Mr.  Moss  says: 

The  deposits  of  the  Credit  Foncier  come  largely  from  the  system  of  totttfyn 
They  have  a  dm  wing  that  takes  place,  we  will  say.  every  six  months  or  oflM 
as  the  case  may  be.  A  ticket  is  renlly  a  bond.  You  buy  a  ticket,  and  tbtt 
renlly  a  bond  of  the  same  par  value  as  the  price  of  the  ticket,  repayaMe.wl 
win  sny,  in  75  years,  and  it  bears  a  low  rate  of  interest  payable  semiami 
There  is  no  security  given  except  the  good  will  of  the  bank.  Now,  then. 
the  drawings  take  place,  if  your  particular  ticket  draws  a  prise,  then  joo 
render  your  bond  at  once  and  get  a  large  cash  payment ;  but  there  are  only 
or  two  who  get  these  large  cash  prizes  or  bonuses. 
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that  question  I  can  give  you  the  number  of  prizes.  It  is  in 
port  here. 

m  do  not  draw  a  prize  you  would  have  the  bond,  which  is  a  note  of  the 
Fonder,  payable  in  about  75  years  and  drawing  interest  every  6  months, 
no  lottery  feature  except  in  that  way — ^not  in  the  sense  that  you  put 
ing  in  and  get  nothing  back. 

it  is  all  correct,  that  all  these  bonds  are  not  lottery  tickets, 
ator  HoLLis.  There  are  no  blanks. 
Van  Cortlandt.  There  are  no  blanks ;  that  is  right. 

put  something  in,  and  you  may  get  a  great  deal  back,  and  you  are  sure 
Ing  a  small  rate  of  interest  and  at  the  end  of  75  years  getting  your  money 
And  the  gambling  instinct  of  the  French  nation  has  been  so  great  that 
In  fact  enabled  the  Credit  Foncier  to  secure  the  great  bulk  of  the  savings 

French  nation. 

Credit  Foncier  emits  two  distinct  classes, of  obligations  to  secure  loan- 
inds,  neither  one  of  which  is  payable  on  demand.  The  first  class  of  these 
ions  represents  deposits,  and  under  the  terms  of  this  bill  would  be  either 
1  or  time  deposits.  The  French  bank,  however,  sells  lottery  ticketa 
icket  is  a  bond  or  long-time  note  against  the  bank  bearing  interest  pay- 
miannuaUy.    The  bond  itself  usually  matures  75  yearn  after  the  date  of 

The  obligations  have  no  security  except  tiiat  of  the  good  will  of  the 

Jiat  I  think  Mr.  Moss  is  wnmg. 

lis  manner  the  Froich  bank  escapes  carrying  a  long  line  of  demand  or 
Ime  obligations  and  can  loan  its  deposits  very  freely  on  long-time  amorti- 
mortgage  loans.  The  risk,  whatever  it  may  be,  is  carried  by  the  holders 
lottery  bonds. 

second  class  of  obligations  is  land  bonds,  similar  in  every  feature  to  the 
lass  of  obligations  issued  by  the  banks  under  the  terms  of  this  biU,  ex- 
:  that  the  French  bank  can  issue  twenty  times  its  capital  and  surplus  in 
)nds,  whereas  under  this  bill  banks  are  restricted  to  fifteen  times. 

Vj  I  spent  two  hours  with  one  of  the  head  men  of  the  Credit 
er,  who  was  desimated  to  ffive  me  any  information  that  I 
d,  and  I  would  l&e  to  say  mat  I  am  very  familiar  with  the 
h  language,  because  I  spent  several  ^ears  there  as  a  boy.  and, 
in  connection  with  my  banking  busmess,  I  have  been  aoroad 
Ereque^tly  since  then.  So  that  m  that  way  the  conference  was 
rried  on  in  French,  but,  I  think,  I  understood  everything  per- 
that  this  gentleman  said, 
s  is  a  sort  of  popular  book,  but  they  gave  it  out  themselves,  and 

translate  readuy  for  you  how  they  describe  their  bonds,  at 
:>ne  feature  of  it.  The  Credit  Foncier  gets  funds  for  its  oper- 
t  in  mortgages  by  putting  out  bonds  which  are  like  the  loans  of 
orts.  Two  sorts,  but  not  in  the  least  the  sorts  that  Mr.  Moss 
3  of.  Mortgage  loans  and  communal  loans,  because  they  loan 
y  to  commumties,  instead  of  communities  putting  out  their 

direct  the  way  it  is  done  here.  The  first  are  specially  guar- 
1  by  the  total  of  the  mortgages  of  the  society.  The  second  by 
►tal  of  the  credits  of  the  departments,  towns,  etc.  That  means 
•edit  of  the  department  or  town — ^that  is,  the  towns  and  com- 
ies  are  behind  those  communal  loans. 

total  of  those  bonds  put  out  can  not  exceed  the  total  of  the  mortgages 
l^ider,  is  the  way  they  put  it  The  bonds  in  circulation  must  always, 
Ing  to  law,  be  secured  by  at  least  equivalent  credits. 

Moss.  Mr.  Van  Cortlandt,  of  course,  those  two  classes  come 
what  I  said  of  one  class  of  secured  bonds.    I  did  not  divide 
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them  into  communal  and  land  bonds,  but  they  are  the  ones  that  are 
secured  by  the  bank. 

Mr.  Van  Cortlandt.  But  in  this  book  here,  or  in  their  annuil 
statement,  I  can  not  find  any  reference  except--as  I  told  you — one 
statement  there  which  I  am  going  to  point  out. 

Mr.  Moss.  I  wish  you  would  discuss  the  deposits  feature  <rf  the 
Credit  Foncier. 

Mr.  Van  Cortlandt.  There  [indicating  in  pamphlet]  is  a  picture 
of  the  wheel  that  they  use  there,  and  here  is  a  picture  of  when  they 
have  one  of  their  drawings. 

The  pamphlet  continues : 

And  lastly,  we  have  reserved  for  the  end  the  last  character  of  the  bonds  of 
the  Credit  Foncier. 

Thesie  are  the  bonds  that  we  use  the  word  "  lottery  "  for^  but  the 
French  word  "  lot "  is  not  what  we  mean  by  **  lottery."  It  is  simi^ 
a  drawing.  The  word  "  lottery  "  in  this  country  has  gotten  into  w- 
repute  and^  has  now  a  rather  disagreeable  significance  over  here, 
whereas  this  French  "  lot "  has  nothing  of  that  meaning.  It  it 
simply  that  you  are  entitled  to  some  premium  if  you  draw  a  certiii ' 
number,  but  it  has  no  disagreeable  meaning  to  them  at  all  in  the  way 
our  word  "  lottery  "  has  here. 
Mr.  Hatxs.  It  has  not  to  the  German  either. 

Mr.  Van  Cortlandt.  No,  sir ;  it  has  not.  ' 

Senator  Hollis.  Betting  on  horse  races  over  there  has  not  the  sams ' 
disagreeable  sound  that  it  has  here  either,  has  it? 

Mr.  Van  Cortlandt.  No.  At  any  rate  we  want  to  get  the  point 
there.  We  will  call  them  lottery  bonds  then;  that  is,  in  each  issiie 
a  certain  number  of  bonds  are  reimbursed  as  the  result  of  the  draw- 
ing by  lot,  not  100,  200,  or  500  francs,  but  they  have  a  chance  of 
receiving  1,000,  5,000, 10,000, 25,000,  60,000, 100,000,  or  200,000  francsL 
Mr.  Moss.  I  see  Col.  Jordan  is  about  to  leave  the  room.  I  should 
like  to  have  Col.  Jordan  hear  this  discussion,  because  he  and  I  we« 
together  discussing  this  matter,  and  I  would  like  to  have  him  pty 
attention  to  these  remarks,  because  I  think  he  has  the  same  opinioo 
I  had  about  the  French  banke. 

Mr.  Van  Cortlandt.  I  am  now  reading  from  a  document  that  tht 
Credit  Foncier  themselves  ffave  me. 

Mr.  Hayes.  It  is  quite  likely,  is  it  not,  that  thev  would  not  be  apt 
to  put  out  to  you  their  lottery  scheme  quite  so  fully  as  they  might  to 
some  one  else? 

Mr.  Van  Cortlandt.  I  want  to  say  that  they  have  no  feeling  about 
it  at  all  about  offering  a  prize  to  be  able  to  sell  the  bond  at  3)  per 
cent  instead  of  4  per  cent.  Of  course  the  people  want  their  secuntyi 
but  they  are  satisfied  with  3^  per  cent  instead  of  perhaps  4  per  oenl 
interest  on  the  chance  of  getting  $40,000  when  they  have  only  to  put 
up  a  few  hundred.  And  that  is  where  the  bank  makes  its  profik 
Of  course  it  is  to  the  interest  of  the  Credit  Foncier  to  do  that,  for 
they  save  one-half  per  cent  interest  for  50  or  60  years;  therefore  thif 
are  perfectly  willing  to  spend  a  few  million  francs  in  tJiese  premiums 
It  says  these  chances  of  which  the  annual  total  of  prizes  is  actuallfi 

instead  of  being  is  2,800,000   francs.    That  is  what  tMf 

put  up  there,  apparently,  annually,  and  it  says  "  they  exercise  a  coo- 
sideraole  attraction."     [Laughter.] 
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Here  is  the  last  annual  report  available.  This  might  be  interesting 
to  you,  gentlemen.  This  is  what  you  might  call  the  standard  joint- 
stoick  institution  for  long-term  bonds,  as  distinguished  from  the  co- 
operative ones.  This  report  shows  that  they  have  4»3,852  share- 
liolders.    Is  this  interesting  tx>  you,  gentlemen? 

Senator  Hollis.  We  would  be  very  glad  to  hear  it. 

Mr.  Van  Cortlandt.  We  will  not  go  into  the  details,  but  out  of 
these  43,000 

Mr.  Moss  (interposing).  In  order  that  the  record  may  not  be  too 
much  encumbered  call  off  from  that  the  amount  of  deposits  that  the 
Credit  Foncier  has. 

Mr.  Van  Cortt^andt.  I  will  just  finish  this  one  thing,  Mr.  Moss.  It 
says  that  out  of  the  48,800  shareholders — this  is  very  interesting,  I 
flunk — over  35,000  have  between  1  and  10  shares,  showing  how 
widely  scattered  that  stock  is. 

Mr.  Mtrick.  What  is  the  par  value? 

Mr.  Van  Cortlandt.  The  par  value  is  500  francs.  About  four- 
llfths  of  those  shares  are  held  by  people  who  have  less  than  $1,000 
ivested,  showing  that  it  is  a  pretty  popular  institution,  I  think. 

Under  their  charter  they  are  allowed  to  receive  50  per  cent  of  their 
capital — ^not  capital  and  surplus,  but  capital — in  deposits.  Tlieir 
capital  now  is  ^5,000.000,  so  that  they  would  have  a  maximum  that 
they  could  receive  of  $22,500,000,  according  to  this  statement.  Their 
deposits  are  about  $17,000,000.  Tliis.  in  the  main,  is  where  the  mis- 
understanding has  come,  possibly.  There  is  no  representative  of  the 
Credit  Foncier  that  I  know  of  in  New  York,  so  that  T  have  got  to 
•^ait  until  I  go  abroad  and  confirm  it.  But  they  have  an  item  here 
•rhich  is  not  very  large,  considering  the  size  of  the  institution,  of 
18.000.000  francs,'  which  is  about  $7.(500.000,  which  they  speak  of  as 
:3iese  "  bons  a  lots  " — ^That  is,  lottery  bonds — in  circulation.  I  think 
tliat  it  may  be  that  instead  of  paying  these  premiums  in  cash  that 
tliey  keep  the  cash  and  give  the  winners  bonds.  That  is  what  I  want 
to  find  out,  whether  that  is  the  item.  It  misrht  very  easily  be  that, 
that  thev  do  not  have  to  pay  out  the  cash  in  that  way. 

Mr.  Hates.  These  bonds  that  are  won  are  bonds  secured,  T  sup- 
pose, by  either  communal  obligations  or  by  mortgages? 

Mr.  Van  Cortlandt.  In  the  statement  T  read  they  said  "  almost 
aU"  are  secured.  I  think  the  reason*  why  they  say  "  almost  all  "  is 
l)ecause  of  this  item  of  38,000,000  francs,  which,  of  course,  is  very 
small,  because  the  total  number  of  their  bonds  outstanding  now, 
if  we  were  to  put  it  in  dollars,  is  $900,000,000. 

Mr.  Hates.  Yes;  but  what  I  am  sretting  at  is,  the  bonds  that  they 
pat  up  in  this  &rame  of  chance  are  bonds  that  are  secured  by  mort- 

KB.  so  that  they  would  not  appear  in  their  statement  as  separate 
ds  at  all — they  are  all  bonds.    Possibly  what  you  suggest  may  be 
limply  the  premiums  or  the  prizes. 
Mr.  Van  Cortlandt.  That  is  what  T  am  sayincr,  that  they  do  not 

Ev  those  prizes  in  cash,  possibly,  but  they  give  a  bond  for  them,  and 
it  is  the  item  of  38,000,000  francs  which  is  in  their  report,  hut 
^ich  is  nothing  at  all  in  comparison  with  the  total  volume  of  bonds. 
Mr.  Hates.  A  very  large  percentage  of  these  bonds  secured  by 
tlortgage  may  have  been  secured  through  the  lottery  operation  ? 
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Mr.  Van  Courtlandt.  That  is  the  fact;  yes.  But  as  I  under- 
stand, Mr.  Moss  he  thinks  that  a  great  number  of  their  bonds  do  nol 
have  the  lottery  feature.    I  think  they  all  have  the  lottery  feature. 

Mr.  Hayes.  No;  he  states  that  all  of  them  do. 

Mr.  Van  Cortlandt.  What  is  your  statement,  Mr.  Moss? 

Mr.  Moss.  I  have  not  had  any  opportunity  to  consult  with  CoL 
Jordan,  but  Col.  Jordan  and  I  had  tne  honor  and  pleasure  of  haviii| 
an  interview  with  the  officers  of  the  Credit  Foncier,  and  the  secretaij 
of  the  American  ministry  and  embassy  was  otir  interpreter.  I  recof- 
nize  the  fact  that  Mr.  Van  Cortlandt,  who  speaks  French  languagi 
fluently,  has  an  advantage  in  understanding  over  men  who  do  im( 
speak  it.  but  both  Col.  Jordan  and  myself  were  very  much  interestei 
in  this  lottery  feature,  and  we  inquired  particularly  about  it 

Senator  Holus.  Did  you  make  any  investigation! 

Mr.  Hayes.  Did  you  take  a  chance!    [Laughter,] 

Mr.  Moss.  I  am  speaking,  of  course,  and  our  interest  was  a  pureh 
.  educational  one.  We  did  not  take  any  chances  in  the  matter.  J 
have  no  desire  whatever  to  put  the  French  bank  in  b«id  on  this  proptt 
sition  even  if  it  were  in  my  power  to  do  it,  but  the  impression  that  I 
got  from  that  interview — and  if  it  is  wrong  it  was  through  the  pa«^ 
ing  it  through  an  interpreter  back  and  forth — ^is  this 

Mr.  Van  Cortlandt.  That  is  just  my  explanation. 

Mr.  Moss  (continuing).  That  while  the  French  bank  had  the  rigkl 
and  does  have  the  right  to  receive  a  limited  line  of  deposits,  just  m 


is  what  we  would  call  them.  They  call  them^  of  course,  secured  boiA 
against  the  French  Credit  Foncier,  payable  m  75  years  with  interest 

I  remember  particularly  Col.  Jordan's  remark  to  them  when  thq 
explained  it  to  him.  He  said,  "'That  is  not  a  lottery;  it  is  a  schemi 
to  get  deposits."  I  think  the  colonel  will  agree  precisely  with  nq 
statement.  That  is  not  a  lottery;  it  is  just  a  scheme  for  gettinj 
deposits,  and  I  know  that  I  was  thoroughly  of  the  mind  that  in  or 
der  to  escape  a  large  line  of  demand  obligations  and  at  the  saro 
time  to  secure  funds  to  readily  loan  upon  land  that  they  had  a  righ 
to  sell  as  many  of  these  lotteries  as  they  could  sell,  which  were  rai 
secured  in  any  way  except  the  good  will  of  the  bank,  and  at  th 
same  time  they  had  a  right  under  their  charter  to  issue  a  line  of  2 
to  1  bonds,  secured  by  mortgages.  I  ask  Col.  Jordan  if  that  was  hi 
understanding  of  the  interview  ? 

Mr.  Jordan.  I  think  so. 

Mr.  Moss.  Col.  Jordan  will  state  that  we  have  never  talked  tl 
matter  over  after  we  came  here  or  compared  our  notes  about  tl 
entire  matter.  To  be  sure  of  the  natter,  this  interview  was  tab 
down  by  a  stenographer,  it  was  sent  back  to  the  Bank  of  France,  an 
it  was  there  corrected  and  rewritten  and  sent  back  to  us  in  Frenc 
language,  however.  It  was  here  again  translated.  I  think  Mr.  Vi 
Cortland  had  the  matter.  It  was  translated  again.  But  the  lottei 
matter  was  discussed  very  much  fuller  between  us,  because  the  (A 
cers  of  the  French  bank  were  very  anxious  to  tane  away  from  t 
the  idea  that  they  were  getting  something  for  nothing,  while  the 
were  selling  this  they  gave  value  received. 
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Mr.  Van  Cobtlakdt.  What  part  of  it  do  yon  say  describes  that 
Uyi 

Mr.  Moss.  Here  is  the  interview  we  had,  but  it  is  published. 
Mr.  Van  Cortlandt.  But  I  mean  what  part  there. 
Mr.  Moss.  So  that  the  only  difference  between  Mr.  Van  Cortlandt 
id  myself  is  this:  He  believes  that  the  French  bank  can  issue  no 
md  except  that  which  is  secured  either  by  mimicipal  bonds  or  by 
al  estate  mortgage.  In  that  I  say  that  he  may  be  entirely  right, 
y  impression  is — which  was  gotten  by  an  interview  when  Col. 
)rdan  was  present,  who  has  an  opinion  precisely  the  same — ^that 
leir  lottery  matter  was  entirely  separate  from  the  sale  of  land  bonds. 
id  the  lottery  bonds  are  sold  upon  the  security  of  the  good  will  or 
le  bank  and  are  not  based  upon  the  collective  mortgages.  If  I  am 
istaken,  it  has  been  an  honest  mistake,  and  I  very  much  regret  it, 
id  if  I  had  thought  there  was  any  doubt  about  it  I  would  have  with- 
rawn  the  statement  very  willingly,  because  I  would  not  like  to 
lake  a  statement  about  the  credit  foncier  unless  I  was  sure  I  was 
\At  about  it.  It  was  based  entirely  upon  that  interview. 
Mr.  Hates.  They  would  have  no  right  to  issue  these  bonds  that 
ley  dispose  of  by  lottery  except  in  the  two  ways  the  law  provides. 
Mr.  Moss.  I  understand  that.  It  has  a  right  to  loan  it.  They 
Nin  it  out  on  mortgages. 

Mr.  Hates.  They  have  no  right  to  loan  it  any  other  way. 
Mr.  Moss.  That  is  true;  but  the  matter  that  I  am  speaking  of 
^pjk  on  the  question  that  they  have  the  right — ^here  is  the  difference 
letween  the  two  propositions.  Under  the  scheme  laid  down  in  this 
oil  the  bank  would  have  to  take  its  own  capital  and  put  it  in,  and 
hen  loan  it  and  then  sell  these  bonds,  and  then  take  away  and  reloan 
igain.  In  this  instance,  however,  the  bank  would  have  the  right 
0  go  out  and  attract  the  amount  of  capital,  and  then,  having  al- 
racted  the  amount  of  capital  in  that  way,  loan  it  out.  You  see  the 
ifference  in  the  practicability  of  the  propositions? 
Mr.  Hates.  There  may  be  a  difference  in  the  operation,  but  the 
Itimate  result  is  the  same. 

Senator  Hollis.  If  I  may  be  permitted,  I  heard  Mr.  Moss  testify, 
id  the  only  impression  that  this  particular  testimony  made  upon 
«  was  that  the  French  Government  permitted  to  the  credit  foncier 
nrtain  advantages  in  the  way  of  inducing  deposits  of  money  that 
lev  could  use,  that  we  could  not  grant  to  our  institutions,  and  that 
all  Mr.  Moss  meant  to  convey,  was  it  not  ? 
Mr.  Hates.  That  is  the  impression  that  I  got. 
Senator  Hollis.  That  leaves  us  all  strai^t.  And  you  agree  to 
lat? 

Mr.  Van  Cortlandt.  No;  I  do  not  agree. 
Senator  Hollis.  Then  what  is  the  trouble? 
Mr.  Van  Cortlandt.  My  point  is  that  they  are  not  trying  to  take 

posits.    They  do  not  allow  them  to  take  many  deposits 

Senator  Hollis  (interposing).  It  does  result  in  their  getting  funds 
hich  they  use  in  their  business? 

tSr.  Hates.  They  do  not  pass  it  to  the  credit  of  anybody,  but  they 
K  it  to  seU  their  bonds. 

Senator  Hollis.  Why  do  they  do  it  if  it  does  not  result  in  getting 
mds  to  do  business  ?    They  do  not  do  it  just  for  pleasure. 
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Mr.  Van  Cortlandt.  They  can  only  sell  those  bonds  against  mor 
gages.    That  does  not  help  their  deposits. 

Senator  Hollis.  It  helps  them  to  get  funds  to  loan  out  (m  mori 
gages. 

Mr.  Van  Cortlandt.  They  get  their  funds  through  the  sale  o! 
debentures,  for  which  they  get  a  very  ready  market  in  France.       i 

Senator  Hollis.  What  do  they  do  it  for  ? 

Mr.  Van  Cortlandt.  You  mean  the  lottery  feature?  \ 

Senator  Hollis.  Yes.  i 

Mr.  Van  Cortlandt.  In  order  that  they  can  sell  their  bonds,  m 
will  say,  at  3^  per  cent  instead  of  4  per  cent,  saving  one-half  M 
cent  for  60  years,  which  is  an  enormous  saving.  You  see,  by  putoH 
two  or  three  millions  in  premiums — figure  it  out  at  one-halt  per  oi|| 
difference — $100,000,000  of  bonds  at  one-half  per  cent  for  60  yea 
that  will  be  30  per  cent  on  $100,000,000  in  the  course  of  60  y 
They  would  save,  in  the  course  of  60  years,  $30,000,000  on  one  i 
of  bonds,  and  here  is  their  report  here,  showing  that  they  set 
less  than  $3,000,000  a  year  for  these  premiums. 

Senator  Hollis.  Then  it  is,  in  its  last  analysis,  a  practical  advi 
given  them  by  the  Government  which  permits  tnem  to  do  bi 
on  more  advantageous  terms? 

Mr;  Van  Cortlandt.  Yes,  sir;  and  another  feature  is  that  it 
ables  them  to  loan  cheaper. 

Senator  Hollis.  But  it  is  a  special  benefit  that  we  can  not 
in  this  country  ? 

Mr.  Van  Cortlandt.  We  can  not  on  accoimt  of  the  public  Ai^ 
Saxon  sentiment. 

Senator  Holijs.  There  is  no  misunderstanding.     I  think  we 
leave  that  with  honors  even. 

Mr.  Van  Cortlandt.  Yes. 

Senator  Hollis.  What  next  have  you  ? 

Mr.  Van  Cortlandt.  I  would  like  to  have  the  number  of  directs 
looked  into.  These  are  merely  details  that  can  be  worked  out 
think  that  some  of  these  institutions  may  become  very  large;  thai 
board  of  nine  would  be  a  very  small  board ;  and  that  it  womd  be  h 
ter  to  fix  a  minimum  and  not  a  maximum  of  directors.  And  I  W( 
like  to  see  them  elected  in  series. 

Then  there  is  another  thing  that  they  have  over  there  which 
would  like  to  see  in  this  country,  but  which  I  have  no  doubt  th 
did  not  bring  in  because  it  is  a  new  thing,  and  that  is  what  they  c 
a  supervisory  committee,  which,  I  think,  would  be  very  useful  in 
American  company.  This  supervisory  committee  is  elected  at  \ 
annual  meeting.  They  are  elected  at  the  same  time  they  elect  I 
directors.  It  is  a  committee  of  three  or  five — a  supervisory  comni 
tee.  This  committee  during  the  year  is  the  direct  representative 
the  stockholders,  and  if  they  see  anything  wrong  they  have 
right  of  supervision.  If  they  see  anything  they  do  not  like 
have  got  a  right  then  to  call  it  to  the  attention  of  the  board  and  th 
they  have  the  right  to  call  special  meetings  of  the  stockholders,  T 
stockholders  only  meet,  generally,  once  a  year.  They  are  a  big  boj 
and  can  not  go  into  details  to  find  out  the  real  condition  of  Uie  i 
stitution.  They  can  only  accept  the  statement  made  by  the  direct 
who  naturally  wish  to  make  a  good  statement,  and  it  seems  to 
that  especially  with  our  American  character  of  doing  business  pi 
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:kl^  a  committee  of  that  kind,  which  in  European  countries  is  in 
3e  institutions  very  generally,  would  be  a  good  thing  in  America, 
^nator  Holus.  That  would  be  a  sort  of  incorporated  Anthony 
Dostock. 

iir.  Van  Cobtlandt.  I  imagine  the  Anthony  Comstock  part  they 
uld  leave  alone. 

That  is  a  new  principle,  and  it  is  said  that  over  here  boards  of 
rectors  would  very  likely  resent  having  a  committee  of  that  kind 
d  you  might  not  get  some  men  to  serve  as  directors  because  of 
at  feeling.  It  seems  to  me  that  such  a  committee  would  so  a  good 
lys  toward  preventing  a  lot  of  scandal  about  "  directors  who  do  not 
rect,"  as  the  saying  is.  It  seems  to  me  that  a  great  deal  of  that 
andal  has  come  from  the  fact  that  thej^  were  not  held  strictly  to 
count  under  our  system,  and  it  is  an  impossibility  for  a  man  to 
i?e  a  sense  of  responsibility  when  everything  is  vague.  In  other 
ords,  I  think  the  oest  of  the  directors  are  the  men  who  invite  the 
oeest  supervision;  the  highest  type  of  men  are  the  men  who  want 
\  be  checked  all  the  time,  because  they  feel  it  is  inherent  in  human 
itare  to  be  careless  if  there  is  nobody  to  look  after  them. 
Senator  Hollis.  Do  you  not  think  you  will  have  more  dummies  if 
BQ  have  a  larger  board  ?  Do  you  not  think  a  small  board  of  directors 
usually  more  efi&cient  than  a  large  one? 

Mr.  Van  Cortlandt.  Of  course,  it  depends  on  the  size  of  the  insti- 
tion.  If  it  is  going  to  be  a  large  institution,  such  as  an  institution 
ing  business  over  a  large  area,  I  think  it  is  very  natural  that  dif- 
■ent  sections  should  like  to  feel  that  they  have  got  some  man  on 
I  board  who  is  familiar  with  their  special  section.  If  it  is  a  large 
ttitution,  for  instance,  doing  business  through  a  State  you  can  see 
it  20  men  would  be  a  small  ooard  to  represent  the  various  sections 
the  State. 

Mr.  Hayes.  Is  it  not  your  experience  that  about  two  or  three  men 
the  board  generally  run  it  and  run  the  bank? 
Mr.  Van  Cx>btlandt.  Yes;  and  that  is  the  reason  why  this  super- 
lory  committee  would  be  a  good  thing. 

Ifr.  BuLKLBY.  In  connection  with  this  question  about  directors 
it  do  not  direct,  do  you  think  there  is  any  danger  of  getting  super- 
iors that  do  not  supervise? 

l£r.  Van  Cortlandt.  No;  I  should  think  that  men  elected  directly 
r  a  certain  purpose  and  not  meeting  often — a  committee  of  that 
Dd  would  omy  meet  occasionally ;  they  would  probably  meet  only 
ice  in  every  three  months  unless  there  was  some  special  reason  for 
Beting — and  if  you  throw  enough  responsibility  on  men  like  that, 
do  not  think  there  is  any  danger  any  more  than  I  think  there  is 
i^ger  in  the  President  nominating  members  of  the  Federal  reserve 
fm. — there  are  those  who  say,  "  Oh,  you  are  going  to  put  it  into 
Utics."  I  think  it  is  going  to  take  it  out  of  politics  if  you  throw 
1  responsibility  on  them.    If  you  do  not  believe  in  that,  then  there 

0  good  in  having  a  republican  form  of  government;  we  might  as 

1  give  it  up  and  ask  somebody  to  run  the  thing  for  us. 

mator  Hoixis.  You  have  five  minutes  more  if  there  is  anything 
I  wish  to  add.     Your  suggestions  are  very  interesting. 
It.  Van  Cortl.\ndt.  There  was  one  little  item,  the  investment  of 

capital  of  the  bank.     You  say  "commercial   paper"  without 
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limiting  it  in  any  way.     I  do  not  know  whether  you  could  put 
such  commercial  paper  as  would  be  accepted  by  the  Federal  re 
board.     It  is  very  important  to  an  institution  of  this  kind,  if 
are  going  to  sell  their  bonds  to  the  best  advantage,  that  they  nu 
not  do  any  business  that  is  at  all  speculative.    Tney  must  be 
stricted  to  absolutely  first-class  business,  and  of  course  "  comm( 
paper  "  is  a  pretty  vauge  term. 

Mr.  Hayes.  You  would  be  in  favor  of  excluding  that  commi 
paper  entirely,  would  you  not,  from  these  institutions? 

Mr.  Van  Cortlandt.  Except  for  their  capital  and  deposits.  To 
are  going  to  allow  them  to  have  some  deposits,  therefore  you  nm 
let  them  do  something  with  those  deposits,  but  I  should  restrict  tlM 
to  such  a  small  amount  that  it  is  not  serious  even  if  they  lose  it.    ' 

Mr.  Hayes.  So  you  would  allow  them,  to  that  extent,  to  do  a  con 
mercial  business  ? 

Mr.  Van  Cortlandt.  Let  them  use  their  deposits  to  buy  first-cln 
securities,  like  Government  bonds. 

Mr.  Hayes.  That  is  not  commercial  business. 

Mr.  Van  Cortlandt.  First-class  securities;  yes. 

Mr.  Hayes.  But  that  is  not  commercial  banking. 

Mr.  Van  Cortlandt.  National  banks,  for  insSince,  will  have  A 
power,  for  instance,  to  buy  Government  bonds  or  bonds  of  railroal 

Mr.  Hayes.  They  bring  panics  upon  the  country  and  upon  thei 
selves  by  doing  it.  ^ 

Mr.  VAN  Cortlandt.  I  say  it  is  commercial  banking. 

Mr.  Hayes.  I  do  not  call  that  commercial  banking.  I  think  dd 
is  investment  banking,  and  it  is  because  they  are  mixed  that  we  h»f 
trouble.  If  they  were  not  allowed  to  do  that  we  would  not  hat 
had  the  panic  of  1907. 

Mr.  Van  Cortlandt.  I  mean  there  is  no  line  of  demarcation  b< 
tween  investment  banks  and  commercial  banks — I  am  trying  to  ff 
at  the  f«^ct  that  there  is  no  law  under  which  the  investment  bank — 

Mr.  Hayes  (interposing) .  There  is  no  statute  law,  but  there  is 
natural  law  which  I  think  ought  to  be  observed. 

Mr.  Van  Cortlandt.  Then  I  think  we  are  arguing  a  little  at  cro 
purposes.  I  would  let  them  do  what  you  call  investment  business  ai 
not  commercial  business. 

(Whereupon,  at  12  o'clock  noon,  the  subcommittee  took  a  rec« 
to  2  o'clock  p.  m.) 

AFTER  recess. 

The  subcommittee  reassembled  at  the  expiration  of  the  recess. 

STATEMENT  OF  HEEBEET  MTEICE,  PEESIDENT  OF  THE  OEAVl 
TTJDD  CO.,  SPEINGFIELD,  MASS. 

Mr.  Myrick.  Mr.  Chairman,  I  will  state  that  my  name  is  Herb 
Myrick.  I  am  president  of  the  Orange  Judd  Co.  and  editor  of 
five  farm  weeldies — Northwestern  Farmstead,  of  Minneapol 
Orange  Judd  Farmer,  of  Chicago;  Southern  Farming,  of  Atlan 
Ga. ;  American  Agriculturalist,  of  New  York:  and  the  New  Engla 
Homestead,  of  Springfield,  Mass. 

Am  also  president  of  the  Phelps  Publishing  Co.,  publishers 
Farm  and  Home,  a  semimonthly  published  in  Chicago  and  in  Sprii 
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[ass.  All  these  papers  have  nearly  1,2005000  subscribers 
:he  farmers  of  the  United  States. 

e  been  intensely  interested  in  this  subject,  gentlemen,  for 
an  30  years,  and  have  had  some  practical  experience  in  iU 
d  to  organize  some  of  the  first  cooperative  creameries  in  this 
;  helped  to  start  the  Springfield  Cooperative  Bank,  or  build- 
loan  association,  25  years  a^o,  which  has  been  very  successful. 
89  I  published  the  book  How  to  Cooperate,  which  has  had 
fluence  on  this  movement  for  many  years.    Helped  to  put 

the  Massachusetts  Legislature  the  act  of  1909  providing 
it  unions,  which  was  the  first  of  its  kind  in  the  United  States* 
itly  have  studied  this  subject  abroad,  and  in  1912  published 
i  Cooperative  Finance,  covering  the  whole  subject  of  bank^ 

currency  of  the  farm,  and  also  farm  finance,  and  prepared 
^  call  the  standard  bill  for  cooperative  farm  finance  undef 
ws.  It  is  divided  into  two  parts,  part  1  being  the  coopera* 
pie's  bank  for  personal  credit,  and  part  2  cooperative  land 
r  realty  credit.  I  think  each  member  of  the  committee  has 
)f  that. 

L  is  based  on  the  Massachusetts  statute.  Texas  adopted  part 
Tiasculated  it  by  limiting  loans  to  $200,  and  also  changed  the 
•  these  local  institutions  to  "  credit  unions  "  instead  of  banks, 
3  a  fatal  error.  Wisconsin  has  adopted  both  parts  1  and  2 
»ill.  The  Wisconsin  bill,  part  1,  is  verbatim  as  I  drew  it  here, 
the  land  bank,  is  somewhat  changed.  You  have  in  Indiana^ 
5S,  a  very  good  land-bank  bill, 
loss.  Yes. 

Itrick.  Something  along  this  general  line. 
J^oss.  I  think  that  Indiana  is  me  only  State  at  the  present 
at  has  given  the  right  to  issue  bonds  under  the  peculiar 
that  they  have. 

f TRICK.  Yes.    The  Wisconsin  law — ^the  new  law  in  effect  this 
— does  the  same  thing  in  Wisconsin, 
loss.  Yes :  practically  the  same  thing. 

fYRiCK.  Now,  to  get  down  to  real,  practical  business  on  this 
ion  before  you.  I  assume,  gentlemen,  that  the  necessity 
need  and  the  general  principles  of  this  matter  have  been  so 
1  out  that  they  are  entirely  familiar  to  you,  and  that  your 

now  is  what  is  the  best  way  of  framing  the  measure  that 
omplish  the  purpose  you  desire, 
irst  principle  is  that  your  method  must  be  an  American 

adapted  to  American  conditions.  We  have  something  to 
•om  abroad,  but  I  think  this  committee  is  going  through 
le  same  experience  that  the  Conamittee  on  BanKing  and  Cur- 
id  with  the  question  of  reforming  commercial  banking  and 
7 — ^you  spent  a  lot  of  time;  you  had  a  commission  go  to 
;  and  you  worked  over  foreign  experiences;  but  then,  when 

right  down  to  perfecting  your  measure,  you  had  to  adapt 
lerican  conditions,  and  there  is  hardly  a  line  in  the  Federal 
ict  that  has  to  do  with  European  conditions. 

another  thing:  The  success  of  any  measure  is  going  to 

on  whether  it  comes  up  from  the  people  or  is  carried  down 

If  it  comes  up  from  us,  and  we,  the  people,  take  our  coats 


Digitized  by 


Google 


616  BUBAL  OBBDITB. 

off  and  make  these  institutions  a  success,  then  we  are  acconipUsi 
something;  whereas,  if  we  sit  by  and  wait  for  the  Nation  or 
State  to  bring  money  to  us,  our  last  condition  may  be  worse  t 
our  first. 

Another  thing,  Mr.  Chairman :  The  Federal  reserve  act  has  in 
duced  liew  conditions  here,  that  make  it  possible  to  develop 
American  system  of  short-time  and  long-time  credit  that  will 
workable  and  that  will  be  practicable.  In  it  we  should  utilize  to 
utmost  the  advantages  offered  by  the  Federal  reserve  act  Let 
go  on  record  right  here,  gentlemen,  as  saying  that  that  act  will  pr 
to  be  the  most  constructive  financial  legislation,  other  than  this  I 
that  this  country  has  ever  had.  But  if  you  draw  your  bill  right  b 
this  will  be  a  fair  second  in  importance  if  its  benefits  do  not  c 
surpass  that  act  in  the  next  20  years. 

Now,  I  say  that  we  should  begin  with  the  individual  fare 
with  a  group  of  them.  The  man,  the  individual  citizen,  is 
wonderful  factor  in  this  country.  One  witness  said  here,  I  thin! 
was  Mr.  Scudder,  that  the  difference  between  America  and  Eui 
was  this,  that  in  Europe  the  State  was  everything — ^the  Governn 
was  everything,  and  the  citizen  was  nothing.  In  America  the  i 
vidual,  the  citizen,  is  the  State,  instead  of  vice  versa. 

Therefore  anything  should  be  done  that  will  develop  and  draw 
the  wonderful  powers  latent  but  inherent  in  every  citizen;  it  i 
easy  for  a  man  to  do  the  right  thing  when  he  knows  how. 
difference  between  success  and  failure  in  life  or  in  farming  o! 
anything  else  is  just  the  difference  of  turning  your  hand.  If 
turn  your  hand  that  way  [indicating]  and  use  that  judgment, 
are  successful ;  if  you  turn  that  way  [indicating]  you  are  a  fall 
We  all  know  that>    We  have  all  been  through  the  mill. 

The  individual  man,  strong  as  he  is,  is  still  stronger  whei 
associates  with  his  neighbors — with  others.  Therefore,  coopen 
is  the  second  thing. 

Now,  the  simplest  form  of  cooperation  in  the  world  is  banl 
Finance  is  easier,  simpler,  cheaper,  less  trouble  to  effect  than 
other  form  of  cooperation. 

The  difference  between  a  cooperative  bank  and  a  joint-stock  1 
is  simply  this,  that  in  the  joint-stock  bank  every  share  has  one 
and  in  the  cooperative  bank  each  person  has  one  vote.    Thi 

Sractically  all  the  difference  so  far  as  the  ownership  is  concei 
lemember  that  the  same  principles  of  management  must  appl 
both  institutions. 

The  other  principal   difference  that  the  cooperative  bank 
apportion  a  part  of  its  earnings  to  the  patrons  who  make  the  < 
ings,  instead  of  all  the  earnings  going  to  capital. 

The  next  step  is  to  mobilize  resources  so  as  to  make  them  aval 
for  credit  purposes.  A  dozen,  or  20,  or  50  individuals  unite 
little  bank;  these  individuals  have  mobilized  their  resources  to 
extent.  Now,  hook  up  these  banks  together  so  that  they  can 
each  other  and  be  an  integral  part  of  the  Federal  reserve  systc 

The  bill  we  have  before  us  here  has  many  excellent  features 
it  starts  back  end  foremost.  Your  short-term  credits  and  your  1 
term  credits  are  two  separate  parts  of  one  proposition,  and 
can  not  and  should  not  attempt  to  separate  them  entirely.  Am 
above  all  things  we  must  keep  in  mind  that  current  deposits  can 
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sed  for  current  loans  or  for  short-time  loans,  but  you  must  not 
up  current  funds  in  permanent  loans.  Your  committee  is  all 
umous  on  that  point,  as  I  imderstand  it,  but  it  is  the  point  about 
:h  there  has  hem  a  great  deal  of  ignorance  and  misconception 
be  public  mind. 

be  first  thing  to  provide  is  the  little  local  cooperative  bank« 
this  institution  is  not  to  be  called  a  "  rural  credit  society "  or  a 
dit  union,"  or  any  other  fantastic,  im- American,  pauperizing, 
3pular  name.  It  is  a  bank.  The  American  people  know  of  the 
L  They  know  what  the  national  banking  system  is.  They  have 
confidence  in  it.  I  claim  that  the  average  poor  man,  the  man  of 
est  circumstances,  is  just  as  much  entitled  to  profit  by  and  have 
idvantages  of  the  national  banking  system  as  you  or  1,  who  may 
f  larger  means.  Therefore,  I  would  have  it  that  "  seven  or  more 
ens  resident  in  any  place  may  incorporate  a  national  cooperative 
I  under  the  national  banking  law." 

[)w,  there  is  your  name  "national  cooperative  bank."  There  is  a 
e  that  everybody  knows  about ;  everybody  knows  what  a  national 
c  is.  Here  is  your  cooperative  bank.  Here  is  your  short-time 
t-credit  personal  banking  institution  for  the  common  people, 
icond,  let  this  bank  have  its  Federal  charter  when  it  has  put  up 
ish  as  little  as  $1,000  for  its  capital.  Despise  not  the  day  of  small 
es.  A  community  of  7, 15,  or  more  men  in  the  poorest  neighbor- 
I,  who  start  a  little  bank  with  as  little  as  $1,000  capital,  will 
^ow  to  $5,000,  and  $10,000,  and  so  on.  This  little  bank  is  to 
i  its  charter  direct  from  the  Government,  but  when  its  capital 
I  paid  in  amounts  to  $5,000  or  more  it  may  then  become  a  part  of 
federal  reserve  sjrstem.  And  when  its  capital  amounts  to  $25,000. 
;h  is  the  present  limit  for  national  banks,  it  may  have  any  and  all 
r  advantages,  such  as  trust  companies,  etc.,  that  had  oeen  be* 
ed  upon  the  national  banks. 

le  number  of  shares,  the  proportion  of  the  stock  which  one  person 
hold,  should  be  limited  to,  say,  10  or  20  per  cent  of  the  total. 
>nator  Hollis.  Why? 

r.  Myrick.  The  par  value  of  the  shares  is  $5.  I  want  to  em- 
lize  that  point  most  strongly.  The  standard  unit  throughout 
world,  almost,  for  cooperative  enterprises  is  the  £1  share, 
m  the  Kochdale  Cooperative  Society  started  their  little  store, 
Y  back  in  the  early  forties — and,  gentlemen,  they  started  that 
J,  as  I  recollect,  with  about  $25,  and  many  of  them  saved  for  it  at 
nee  a  week;  and  you  know  that  institution  has  developed  until, 
ngland  it  amounts  to  many  millions  of  dollars  annually — when 
started,  I  say,  they  fixed  their  shares  at  $5  each.  That  has  been 
•ule  almost  ever  since. 

)w,  the  advantage  of  that  is  this,  suppose  that  I  am  a  farmer 
,  and  we  are  trying  to  start  a  little  bank  in  my  town ;  suppose  I 
,  poor  man;  I  am  struggling.    I  will  take  10  shares,  at  $5  each; 

Sves  me  a  $50  interest  in  this  bank.  My  wife,  my  children,  my 
ors,  will  be  encouraged  to  buy  shares.  We  want  everybody 
ested  in  this  thing.  We  want  them  to  have  a  stake  in  it.  I  tell 
gentlemen,  cooperation  is  the  grestest  institution  there  is,  and  our 
3  in  this  country  that  we  have  had  so  much  trouble  with  have 
I  the  cooperative  idea  and  abused  it.  They  have  run  it  entirely 
le  benefit  of  capital,  and  their  success  shows  the  marvelous  power 
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that  there  is  in  this  principle.    Now,  all  we  need  to  do  is  to  apj 
the  same  principle  in  our  own  interest. 

Of  course  the  shares  will  have  double  liability,  the  same  as  I 
present  national  bank.    The  American  people  are  accustomed  til 
that ;  they  are  not  afraid  of  it.    These  little  banks— —  } 

Senator  Holub  (interposing).  Mr.  Myrick,  I  asked  you  whyyoi] 
would  limit  the  number  of  shares  that  any  one  person  could  holL 
That  is  what  I  wanted  to  know. 

Mr.  Myrick.  Oh,  I  would  limit  the  shares,  because  we  do  not^ 
want  one  person  to  have  a  preponderance  of  ownerahip.  We  wiii! 
the  whole  community  to  feel  that  they  have  an  equal  snow.  If  thi' 
interest  on  your  shares,  that  portion  pf  the  earnings  which  goes  tt 
capital  usually  being  limited  to  the  legal  rate  of  interest,  there  is  it 
such  object  for  one  person  to  want  to  get  a  great  number  of  shtm 
as  there  would  be  if  this  bank  stock  was  going  to  be  worth  $300  ir 
$400  a  share.  And  furthermore,  the  principle  is  not  one  man  M 
control,  but  the  interest  of  all  the  sharenolders.  Therefore,  the  moit 
you  can  distribute  it  the  better. 

This  little  institution  will  do  a  regular  banking  business;  it  wil 
receive  deposits;  it  mav  receive  Federal  deposits,  State  depoeita,thl 
county  deposits,  postal  deposits — of  any  public  funds,  and  pnnte 
deposits.  In  those  respects  it  is  the  same  as  any  national  bank.  Thi 
people  are  accustomed  to  this  kind  of  banking.  They  ^ow  all  aborii 
it.    They  have  confidence  in  it. 

There  is  hardly  a  community  in  the  United  States  so  poor  M 
what  they  have  got  money  enough  to  start  an  institution  of  tnis  kindi 

We  now  come  on  to  tne  period — in  the  spring,  if  you  please^  it 
North  Carolina,  or  some  Southern  State— where  the  farmers  a^ 
accustomed  to  borrowing  money — mortgaging  their  crop  before  it  ii 
grown.  Five  years  after  this  institution  has  been  running  in  tint 
town  that  practice  will  be  abolished  forever,  as  it  has  been  ahreMtf 
throughout  much  of  the  country. 

But  the  bank  has  occasion  to  lend  more  money  than  it  has  gBi», 
It  is  a  member  of  the  Federal  Reserve  Association,  and  it  rediscouSti^ 
That  little  institution,  which  may  want  to  rediscount  a  total  of  $5/)ll 
or  $10,000  of  paper  for  180  days,  that  rediscount  to  those  people  ii 
just  as  important,  in  fact,  more  vital  to  them,  than  it  is  that  the  riel 
man's  bank  should  rediscount  his  paper  for  $10,000,  $20^^^ 
$50,000,  because  if  those  banks  will  not  do  it  for  him  he  can 
money  somewhere  else,  whereas  if  these  people  can  not  get  ' 
place  they  can  not  get  it  at  all. 

I  would  have  these  little  banks  have  all  the  facilities  and  the 
for  lending  money  that  national  banks  have.    They  can  lew 
mortgage  under  some  conditions. 

Senator  Hollis.  You  would  give  the  Federal  reserve  board  vart 
broad  discretion,  in  the  way  of  experiment,  as  to  how  to  handle  ibm 
at  first,  would  you  not?  *j 

Mr.  Myrick.  Yes,  sir.  J 

Senator  Hollis.  And  in  different  communities  permit  differoi 
regulations  to  meet  the  varying  conditions?  J 

Mr.  Myrick.  Absolutely.  Gentlemen,  conduct  this  proposition  m 
a  business  basis.  Do  not  fill  your  law  full  of  unnecessary  and  sapcti 
fluous  details.  Leave  those  details  to  be  worked  out  by  the  admmii 
trators. 


It  tbenoi 
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here  is  a  new  principle,  and  this  is  the  only  new  principle 
or  the  little  local  banks :  Each  bank  shall  deposit  or  invest  25 
t  of  its  capital  in  the  land  reserve — that  is  what  I  call  it;  you 
y  would  call  it  capital  stock — of  the  land  bank  for  that  State, 
s  little  bank  can  not  pay  any  dividends  on  its  capital  until  it 

a  reserve  built  up  equal  to  this  25  per  cent,  whicn  is  put  into 
d  bank.  Whenever  we  start  those  little  banks  we  would 
pay  in  the  25  per  cent  surplus,  as  is  usually  done  now  with 
banks.     If  we  start  a  national  bank  we  usually  pay  in  $200 

capital  stock;  if  the  capital  stock  is  $25,000,  we  would  pay 
)00  and  start  right  off  with  the  surplus  of  $25,000. 

national  cooperative  bank  shall  not  pay  any  dividends  on  its 
until  its  surplus  or  reserve  ecjuals  26  per  cent  of  its  capital, 
15  per  cent  shall  be  deposited  in  the  land  bank ;  and  thereafter 
e  earnings  available  lor  distribution  shall  be  applied  to  the 

until  the  surplus  equals  60  per  cent  of  the  capital^  and  the 

may  be  apportioned  between  capital  stock  and  dividends  or 
se  employed  as  thfe  by-laws  set  forth.  Do  not  tie  up  the 
)o  closely  there.  You  have  sot  some  provisions  in  this  bill 
he  way  they  can  apportion  their  earnings  that  are  not  prac- 
I  have  gone  over  this  draft  of  the  bill  with  a  view  of  starting 

3i;lkley.  You  are  referring  now  to  the  Moss  bill,  are  you  ? 
tfYRiCK.  Yes;  I  have  here  Senate  bill  4246.    There  are  some 
e  details  that  should  be  amended,  from  the  standpoint  of  a 
le  institution.     If  this  system  can  be  licked  into  shape,  I 

0  what  I  can  to  start  several  of  these  little  institutions 
lout  the  country,  not  for  any  matter  of  profit,  because  I  have 
ots  of  time  and  an  immense  amount  of  work  and  several 
ids  of  dollars  in  promoting  cooperative  methods,  you  might 
3m  an  altruistic  standpoint. 

'or  HoLLis.  You  do  that  through  your  newspapers? 
Myrick.  Yes,  sir;   and  printing  and  postage  and  all  that 
thing.    I  simply  speak  of  that  m  order  to  put  right  in  your 
le  fact  that  I  am  not  here  with  selfish  motives. 

your  shareholders  in  this  national  cooperative  bank  elect 
actors  and  the  directors  elect  their  oflScers,  and  that  bank  is 

same  way  as  any  other  bank.  When  it  is  only  a  little  insti- 
with  only  $1,000  or  $5,000  capital,  it  will  not  be  open  every 

will  only  be  open  at  certain  convenient  intervals  and  the 
s  will  be  almost  nothing,  but  the  system  is  one  that  our  people 
nd  are  acquainted  with  and  have  confidence  in.  And  in  a 
lany  places  I  apprehend  that  the  result  will  be  that  the  little 
lanks— and  there  are  hundreds  of  them  and  thousands  of 

1  the  United  States  with  $5,000  each — I  apprehend  that  a 
lany  of  those  banks  will  be  taken  over  and  converted  into 
1  cooperative  banks  under  this  system,  because  it  can  be 
right  out  that  it  will  be  better  for  the  local  banker  to  come 
r  this  plan  than  it  will  be  to  have  his  patrons  start  a  coopera- 
ik  of  tneir  own,  because  in  all  small  communities  the  coopera- 
iks  are  going  to  get  the  business ;  they  are  going  to  get  it  all. 
Ieijx)mbidgb.  Would  you  allow  more  than  one  bank  to  start  in 
unity! 

dYKicK.  Yes. 
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Mr.  Seldomridge.  You  would  have  no  limitation  on  the  number 
any  community? 

Mr.  Myrick.  No,  sir;  no  more  than  there  is  now. 

Mr.  BuLKiiEY.  Now.  you  are  referring  to  banks  of  the  chww 
that  are  proposed  by  tne  Fletcher-Moss  bill? 

Mr.  Mykick.  I  am  talking  now  of  short-term  personal  credits 
have  not  yet  said  a  word  alwut  land  banks.  I  have  not  got  to  li 
banks  yet  All  I  said  about  land  banks  is  that  the  little  local  en 
institutions,  short-term  credit  institutions,  which  I  call  a  "  natic 
cooperative  bank,"  shall  invest  25  per  cent  of  their  capital  si 
in  the  capital  stock  of  the  land  bank ;  that  is  all  I  have  said  al 
the  land  bank  to-day. 

I  want  to  settle  first  this  matter  of  furnishing  the  local  comnm 
with  an  institution  in  which  they  shall  put  their  savings. 

There  has  been  a  lot  of  talk  here ;  I  have  read  these  discussions 
you  have  had  for  the  last  two  or  three  weeks ;  and  you  have  been  lo 
a  lot  of  time  in  listening  to  talk  along  the  line  that  there  wr! 
money  in  the  United  States — ^that  there  was  no  money  in  the  ecu 
districts. 

Whyj  it  reminds  me,  gentlemen,  of  a  back-country  meetiii^  b 
FranMm  County,  Mass.,  during  the  first  Bryan  campaign — I  d< 
mean  any  reflection  on  Mr.  Bryan ;  I  think  a  great  deal  of  hinu 
a  spellbinder  came  back  to  that  town  from  out  West  He  had  lei 
town  two  or  three  years  before.  He  was  a  ne'er-do-well,  with  a 
of  gab^  and  he  came  back  to  that  town  to  make  a  speech,  and  the  1 
ers  all  turned  out  to  hear  him.  And  he  made  a  very  eloquent  sp 
and  he  wound  it  up  by  saying: 

Now,  gentlemen,  you  owe  all  these  terrible  debts,  but  you  have  not  got  e 
money  to  pay  them ;  just  vote  for  Bryan,  and  you  can  pay  all  these  debit 
50-cent  dollars. 

And  one  old  farmer,  in  blue  jeans,  in  the  back  part  of  the  ha 
his  shirt  sleeves,  who  looked  as  if  he  was  not  worth  a  dollar,  sto< 
and  said :  "  Mr.  Speaker,  may  I  ask  you  a  question  ?  " 

The  speaker  said  "  Certainly."  He  was  very  glad  to  get  a  " 
But  the  old  farmer  said : 

You  left  town  some  time  ago.  owing  me  $100.  Pay  me  50  cents  on  the 
now ;  don't  wait  until  Bryan  is  elected. 

[Laughter.] 

There  is  money  in  the  country;  there  is  a  surprising  amou 
money  in  the  country;  and  there  will  be  more.  As  you  enabl 
people  to  save,  they  do  save.  So  true  is  this  that  although  the  sa 
departments  in  national  banks  are  a  comparatively  new^  institi 
they  have  nearly  a  thonsand  million  dollars  in  them  at  the  pi 
time,  and  of  that,  $755,000,000  is  in  the  country  banks — in  the  sa 
department — though  I  was  told  in  this  very  room  by  a  prom 
member  of  the  committee  tliat  the  savings  departments  of  nat 
banks  were  useful  only  in  communities  where  they  had  no  sa 
bank.  The  rural  national  bank  performs  a  very  useful  service  t 
community  when  it  starts  a  savings  department.  But  in  the  ci 
Springfield,  Mass.,  with  three  savings  banks  with  between  $30,00 
and  $40,000,000  of  deposits  in  them,  and  with  two  large  trust 
panics  with  $12,000,000  or  $15,000,000,  and  with  three  or  four  nat 
banks  all  with  large  deposits,  one  of  those  started  a  savings  de 
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•ut,  and  at  the  end  of  one  year  it  had  10,000  new  depositors,  with 
irly  $900,000  of  savings  deposits. 

Senator  Hollis.  Mr.  Myrick,  right  there ;  you  know,  of  course,  that 
sse  savings  banks  are  now  being  run  in  connection  with  national 
aks  and  as  a  part  of  them,  rather  by  sufferance  than  by  any  real 
Jit,  do  you  not? 

kir.  Mybick.  But  it  is  in  the  Federal  reserve  act 

Senator  Holus  (interposing).  Just  a  minute.  That  is  bein^  done 
*  way,  and  there  are  no  express  rules  governing  what  their  mvest- 
Qts  are  to  be.  It  is  left  largely  to  the  discretion  of  the  bank  ex- 
iners;  and  I  want  to  ask  you  if  that  is  not  one  of  the  best  illustra^ 
IS  of  the  sort  of  flexibility  that  you  are  arguing  for? 
fr.  Mtbick.  It  is;  and  I  have  been  personally  opposed  to  the 
«gulated  use  of  those  savings  deposits  by  national  banks,  because 
re  is  one  case  where  a  national  bank  got  into  trouble,  and  they 
d  off  the  other  creditors,  but  the  savings  depositors,  whose  mcHiey 
I  not  on  call,  could  not  get  their  money.    In  the  Federal  reserve 

you  remember,  there  was  quite  a  contest  over  these  provisions, 
[  it  was  finally  put  into  that  law  that  the  present  system  of  time 
oeits  may  continue,  but  that  26  per  cent  of  time  deposits  should 
available  for  loaning  on  real  estate,  not  to  exceed,  however,  one- 
•d  of  the  capital  or  vice  versa, 

enator  Holi-is.  It  is  30  per  cent  of  the  capital,  I  think. 
Cr.  Mtbick.  How  much? 

•enator  Holus  (examining  act).  No;  it  is  25  per  cent  of  its  capi- 
and  surplus,  or  one-third  of  its  time  deposits. 
It.  Myrick.  Yes.    Now,  that  "  or  one-third  of  its  time  deposits  '^ 

as  representing  the  farmers,  interpret  as  applying  not  only  to 
ings  deposits  but  to  any  other  time  deposits  they  have  got  in  there 
which  they  are  paying  interest. 

lenator  HoiiLis.  Well,  there  is  no  difference  between  a  savings  de- 
it  and  a  time  deposit  in  a  national  bank. 

Ir.  Myrick.  No;  I  think  that  is  the  rule  in  the  comptroller's 
56.  And  I  would  have  this  system  of  national  cooperative  banks 
art  of  the  national  banking  system,  administered  by  the  Comp- 
iler of  the  Currency.  I  would  not  put  it  into  the  Agricultural 
^artment.  I  would  not  mix  finance  with  fertilizers — not  directly, 
rould  let  the  farmer  do  the  mixing,  and  not  have  it  done  in 
shington. 

ienator  Holms.  Would  you  make  any  distinction  here  between  a 
mer  and  a  mechanic — between  farmers  and  city  people? 
Ir.  Myrick.  We  are  still  talking  about  short-time  credit  ? 
lenator  Hoixis.  Yes. 

fr.  Myrick.  I  would  let  this  institution — the  national  cooperative 
[k — ^start  in  the  country  or  in  a  town  of  3,000  population  or  less, 
h  as  little  as  $1,000  capital ;  but  it  must  have  at  least  $o,000  capi- 
in  a  town  of  over  3,000  population;  and  I  would  not  restrict — I 
lid  allow  the  working  man  and  the  common  people  in  the  cities 
1  towns  to  have  their  little  national  cooperative  banks,  just  the 
le  as  the  farmers.  The  banks,  money,  credits,  exchange — the 
>le  science  of  exchange — ^rest  on  the  principle  of  being  alike  to  all — 
same  thing  to  all — the  same  privileges,  the  same  right,  and  same 
veniences;  and  that  is  why  the  American  dollar  is  the  best  money 
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on  earth,  because  it  is  just  as  good  for  the  fanner  or  the  mechan 
the  capitalist,  or  even  the  Congressman. 

Now,  why  25  per  cent  of  capital  in  land  reserve?  Whil( 
national  cooperative  bank  in  each  locality  is  mainly  a  bank  for 
sonal  credit  and  for  current  accommodation  for  savings  an( 
loans;  and  although  it  is  authorized  to  loan  some  of  its  sa 
deposits  upon  real-estate  mortgages,  the  bulk  of  the  land-mor 
business  in  its  vicinity  will  probably  be  absorbed  by  the  land 
incorporated  under  the  national  law  for  its  State.  The  local 
erative  bank  is  to  be  the  local  agent,  the  local  representative,  a 
a  local  sense  the  local  manager  for  the  land  bank. 

Therefore  the  local  bank  should  deposit  one-fourth  of  its  c 
in  the  land  reserve,  for  the  reason  I  have  described,  and  this  wL^ 
disassociate  all  other  business  of  the  local  bank  from  the  land 
business.  Your  local  bank  is  to  receive  deposits,  current  and 
loan  them  out  to  the  farmer  and  the  mechamc  and  to  the  little  ] 
in  the  vicinity  in  a  regular  banking  way ;  it  is  also  to  rediscoun 
paper  if  it  wants  more  money. 

When  it  gets  to  have  a  certain  amount  of  capital  it  may  i 
trustee  and  as  trust  company.  The  business  of  the  common  ] 
in  a  little  village,  in  the  matters  of  wills  and  petty  estates,  and 
is  just  as  important  to  them  as  your  will  ana  your  estate  is  to 
and  the  trust  company  in  your  town  takes  care  of  that  for  yoi 

While  by  this  method  we  do  not  in  any  way  involve  the  local  I 
current  deposits  and  time  deposits  furthen  than  the  25  per  ce 
vestment  of  the  local  bank's  capital  in  the  land  bank;  bey  one 
there  is  no  obligation — ^you  are  not  tied  up ;  still  you  have  got 
local  institution  as  the  local  agent  and  representative  of  tiie 
bank,  and  the  farmer  who  is  going  to  take  out  his  mortgage  thi 
the  land  bank  comes  and  does  his  business  through  this  Ettle 
tution.  You  want  to  consolidate  all  of  this  little  banking  bu 
into  this  bank  that  belongs  to  the  people  and  get  the  people  to  cc 
into  the  bank. 

Senator  Hollis.  That  is,  you  would  make  these  credit-coopei 
banks  become  a  part  of  the  land-bank  system,  just  as  we  have 
the  national  banks  become  a  part  of  the  Federal  reserve  syste 

Mr.  Myrick.  Yes ;  that  is  it. 

Senator  Hollis.  And  link  them  in  that  way  ? 

Mr.  Myrick.  Yes;  you  have  it  just  right. 

Senator  Hollis.  And  where  the  capital  is  the  interest  will  be 

Mr.  Myrick.  Exactly.  And  furthermore  it  helps  to  protec 
farmers.  They  do  all  their  business  with  these  little  banls. 
system  would  work  out  in  this  way:  I' am  a  little  farmer,  we  wil 
in  Agawam,  Mass.,  and  a  hundred  of  us  start  a  little  bank  then 
we  get  $5,000  or  $10,000  capital.  I  have  got  a  little  deposit  1 
and  in  due  time  I  have  sold  my  little  farm,  and  I  yrant  to  1 
bigger  one,  and  I  apply  to  this  little  local  bank,  which  is  a  mc 
of  the  Massachusetts  National  Land  Bank. 

Now,  I  do  not  apply  to  the  land  bank.  I  apply  to  my  little 
at  home.  They  come  out  and  appraise  my  farm.  I  apply  for  a 
we  will  say,  of  $5,000  on  a  place  that  is  worth  $10,0(X).  It  is  ( 
we  will  say,  for  $9,000.  And  these  men  come  out  and  look  the 
over,  and  they  finally  say,  "  We  are  willing  to  recommend  a  ioi 
$4,000 ;  that  is  50  per  cent  of  $8,000,  which  we  think  is  a  good 
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ation  of  our  farm."  I  say,  "All  right,  I  will  be  glad  to  take  the 
"  I  give  them  my  note.  My  note  is  made  to  the  land  bank,  and 
nortgage  accompanies  it.  The  papers  are  sent  up  to  the  State 
bank  with  the  recommendation  and  indorsement  of  the  local 
:ution. 

en  the  State  land  bank  grants  the  loan  and  sends  down  the 
y  to  the  little  local  bank  where  I  do  business.  Now,  you  have 
I  lot  of  discussion  as  to  how  you  are  going  to  know  that  the  man 
borrows  this  money  on  his  farm  does  not  spend  it  for  an  auto- 
le  or  something  of  that  kind. 

isconsin  has  established  a  precedent  right  on  that  point.  Not 
has  Wisconsin  adopted  this  standard  bill  for  these  two  types  of 
;utions — although  that  State  modified  the  land  bank  somewhat 

what  I  suggested  here — but  they  also  made  a  further  law 
eby  the  State  loans  its  school  funds  directly  upon  "  cut-over  " 
L    These  loans  are  for  the  benefit  of  settling  up  that  cut-over 

And  the  law  is  specific — I  have  a  copy  of  it  here — providing 
when  the  loan  has  been  accepted  the  money  shall  be  sent  to  the 
!st  bank  to  the  borrower,  and  that  bank  wifl  pay  the  money  over 
e  borrower  just  as  fast  as  he  spends  it  on  nis  farm,  or  on  his 
ings,  and  so  on,  as  the  case  may  oe. 

lo  not  believe  in  encumbering  the  law  with  very  much  phrase- 

'  upon  that  point    I  think  it  is  one  of  those  things  that  will 

care  of  itself.    But  your  local  bank  will  see  that  if  I  borrow 

0  on  my  farm  to  pay  for  it,  they  are  going  to  see  that  I  apply 

loney  for  that  purpose,  and  they  know  me,  and  I  am  right  tnere 

3  community;  I  can  not  very  well  go  wrong. 

'.  Woods.  Mr.  Myrick,  you  spoke  of  this  local  bank  sendins  the 

re  up  to  the  State  bank  with  their  recommendation  and  indorse- 

.    What  didyou  mean  by  "indorsement "? 

.  Mykick.  Well,  I  mean  this — and  it  is  a  fair  question  whether 

right  about  it  or  not :  Two  years  ago,  when  I  wrote  my  views 

this  subject,  I  felt  that  if  the  little  Agawam  local  bank  was 

responsible  to  the  extent  of,  say,  25  per  cent  of  any  ultimate  loss 

might  occur  on  a  mortgage  tnat  they  recommended,  it  would 

them  extremely  cautious.     Your  mortgage  provides  that  you 

got  to  keep  your  property  insured,  and  if  tnere  is  a  fire  you 

to  restore  the  property  to  its  normal  condition.     It  is  quite 

jle  to  broaden  that  language  just  a  trifle,  so  that  the  borrower 

maintain  the  normal  fertility  and  condition  of  the  farm.    And 

if  a  man  gets  to  drinking,  if  he  gets  behind,  if  he  skins  the 

,  or  fails  to  pay  the  interest — that  is  the  most  serious  thing. 

the  bank  warns  him,  saying :  "  You  have  got  to  look  out ;  your 

is  running  down,  and  while  you  have  reduced  the  principal 

ivhat  by  your  amortization,  we  nave  still  got  a  large  loan  there, 

-^ou  must  do  better,  because  if  you  do  not,  then  in  the  fullness  of 

and  with  due  notice  we  will  have  to  foreclose,  or  you  will  have 

:  your  mortgage  somewhere  else." 

at  never  will  occur,  except  where  it  ought  to  occur.    It  seldom 
xjcur,  because  the  oank  will  notify  me  in  advance,  and  unless 
entirely  down  and  out  I  will  amend  my  ways. 
.  BuLKLEY.  How  would  you  write  a  mortgage  so  as  to  provide 
lat?    What  would  be  the  agreement  between  the  bank  and  the 
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mortgagor  with  respect  to  foreclosing  him  in  case  he  robs  the  a 
or  gets  shiftless? 

Mr.  Mtrick.  You  can  only  do  it  in  much  the  same  general  da 
that  you  have  on  your  insurance  policy  in  your  contract  regard 
your  buildings. 

Senator  Hollis.  This  is  the  way  it  is  done  in  my  community:' 
savings  banks  there  make  their  loans  all  payable  on  demand, 
loan  will  stay  there  just  as  long  as  the  farmer  pays  his  interest 
keeps  his  farm  up.  But  that  puts  it  in  the  hands  of  the  sa\ 
bauKs;  it  is  a  pretty  delicate  job  to  do  it  any  other  way.  That  i 
has  got  to  be  somewhere  definitely. 

Mr.  BuLKLEY.  You  do  not  propose  to  make  loans  payable  oi 
mand,  do  you,  Mr.  Myrick? 

Mr.  Myrick.  No.  sir. 

Mr.  BuLKLEY.  Tnen  how  would  you  cover  that  point? 

Mr.  Myrick.  It  is  a  point  that  is  subject  to  a  good  deal  of  d€ 
and  the  phraseology  in  which  it  shall  be  expressed  would  have 
very  carefully  prepared. 

Mr.  Seux)mridge.  Would  you  not  have  a  man  who  secured  a 
under  those  circumstances  enter  into  some  form  of  contract  by  j^ 
if  he  should  fail  to  carir  out  its  terms  the  loan  should  become  di 

Senator  Hollis.  Well,  of  course,  if  we  could  dradft  a  provisi< 
that  it  could  be  made  definite  and  certain  we  could  insert  it  ii 
mortgage,  which  is  the  contract. 

Mr.  BULKI4EY.  Have  you  ever  attempted,  Mr.  Myrick,  to  draw 
a  clause? 

Mr.  Myrick.  Well,  I  thought  I  had  one  here.  In  this  bill,  on 
14,  lines  6  and  7,  it  says : 

Second.  That  such  loans  are  secured  by  a  first  mortgage  or  first  d€ 
trust  on  farm  lands. 

I  have  added  to  that  the  words : 

One  condition  of  which  shall  be  that  the  productivity  of  the  land  sha 
suffer  deterioration  while  such  mortgage  Is  fn  force. 

Mr.  BuLKLEY.  That  is  all  right. 

Senator  Hollis.  That  is  substantially  only  the  common-law  ' 
provision,  which  is  put  in  almost  every  mortgage — that  the  pro 
shall  suffer  no  waste. 

Mr.  Myrick.  That  is  what  I  mean. 

Senator  Hollis.  That  is  a  matter  of  judgment. 

Mr.  Myrick.  Yes;  I  do  not  think  you  can  specify  it  in  the 

Mr.  Seldomridge.  In  our  country  you  can  go  and  take  posst 
of  a  chattel  under  a  chattel  mortgage  in  the  shape  of  live  st<: 
you  find  that  the  owner  is  failing  to  maintain  or  reed  the  animi 
the  proper  way. 

Mr.  Myrick.  Yes;  it  is  a  matter  of  common  law. 

Mr.  BuLKLEY.  What  about  a  man's  personal  habits? 

Senator  Hollis.  So  long  as  his  personal  habits  do  not  resi 
waste  they  do  no  harm. 

Mr.  BiJLKLEY.  Well,  Mr.  Myrick,  you  made  some  reference  t 
personal  habits  of  the  mortgagor  a  moment  ago. 

Mr.  Myrick.  I  do  not  mean  that  the  banks  shall  prescribe  wh 
a  man  shall  take  a  drink  or  not  or  in  any  way  limit  or  infringe 
his  personal  liberty.     But  I  do  mean  that  if  this  man  becoin 
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wn  and  shiftless  from  whatever  cause,  if  he  allows  his  prop- 
suffer  waste,  as  the  common  law  says,  then  tiie  obligation 
€ome  due  on  reasonable  notice. 

BuLKLEY.  Would  you  let  it  rest  on  waste,  as  that  term  is 
to  the  law? 

M^YBiCK.  Yes;  it  is  just  the  common-law  principle. 
SEU>OMBn)GE.  Did  I  understand  you  to  say  that  you  would 
he  appraisement  of  the  land  to  rest  with  the  directors  of  the 
sinks— the  little  banks? 

Myrick.  Well,  now,  that  is  a  fair  question,  and  I  have  been 
id  to  favor  it,  provided  the  local  bank  assumes  some  responsi- 
say  25  per  cent,  of  any  ultimate  loss.  For  instance,  suppose  I 
^,000  on  their  recommendation,  and  in  the  course  of  years 
nes  happens,  the  river  comes  up  and  washes  my  farm  away, 
iste  it,  and  there  is  a  loss.  They  close  the  mortgage  out,  and 
3  a  loss  of  $1,000  finally.  In  that  case  the  local  bank  would 
>  put  up  $260  of  it 

SELDOMBmoE.  Would  you  allow  their  appraisement  to  be  final? 
Myrick.  Well,  I  should  leave  that  with  the  land  bank.    If 
ere  satisfied,  yes;  if  not,  let  them  come  on  and  examine  it. 
tor  HoUiis.  What  would  the  local  cooperative  bank  get  in 
for  that  25  per  cent  liability? 

Myrick.  Well,  they  get  this :  In  the  first  place  they  have  got, 
1  say,  $10,000  capital  stock.  They  have  got  $2,500  stock  in 
d  bank,  and  I  wiU  show  you  directly  how  wiey  share  in  profits 
;.  They  get  the  interest  on  that;  then  they  get  a  profit-snaring 
id  on  tnat  Then  they  get  one-eighth  of  1  per  cent  on  all  the 
:tions  that  I  have  regarding  this  loan.  I  pay  my  interest  to 
al  bank  and  they  send  it  up  to  the  land  bank,  and  the  local 
ets  a  commission  of  one-eighth  of  1  per  cent, 
land  bank,  of  course,  issues  its  bonds  on  the  securitv  of  these 
ges — and  by  the  way,  gentlemen,  these  bonds  are  m  denom- 
s  of  $10,  $20,  $50,  or  $100  or  larger,  all  at  the  option  of  the 
ink;  it  is  not  a  matter  of  law.  You  would  be  surprised  at  the 
r  of  people  that  will  buy  a  $10  bond  netting  them  4  per  cent 
tax. 

in  St.  Paul  or  Minneapolis  this  last  winter  the  city  treasurer 
x)k  to  sell  4  per  cent  bonds.  It  was  when  money  was  tight 
ome  months  ago,  and  the  bonds  did  not  go.  Then  the  city 
er  cut  them  up  into  bonds  of  $10,  $20,  and  $50  and  sold  them 
e  counter,  and  they  sold  like  hot  cakes  to  the  average  worldng- 
Qd  his  wife,  and  his  daughters,  and  the  cab  drivers,  and  so  on. 
ire  the  people  that  hold  these  bonds  that  we  have  been  talking 
in  France.  Dr.  Coulter,  your  man  that  drove  you  in  your 
•  through  the  streets  of  Paris,  the  man  that  you  would  give  a 
0,  just  as  likely  as  not  would  hold  a  bunch  of  these  little  bonds, 
:he  Credit  Foncier  or  some  of  those  other  institutions. 
Badow.  May  I  interrupt  you  a  moment,  Mr.  Myrick  ? 
Myrick.  Yes. 

Badow.  The  smallest  denomination  in  which  the  Credit  Fon- 
ues  its  bonds  is  250  francs? 
Myrick.  How  much? 
Badow.  Two  hundred  and  fifty  francs. 
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Mr.  Myhick.  Well,  that  is  $50,  is  it  not? 

Mr.  Badow.  Yes. 

Mr.  Myrick.  This  city,  either  St.  Paul  or  Minneapolis,  iss 
great  many  bonds  as  low  as  $10  in  denomination? 

Now,  your  land  bank — and,  by  the  way,  you  little  local  coope 
banks  are  under  the  same  supervision  as  other  national  banks 
while  I  do  thoroughly  believe  in  Federal  aid,  if  we  may  appl; 
term  to  it  to  the  extent  of  having  the  Comj)troller  of  the  Ciii 
provided  with  suflScient  money  and  a  suflScient  number  of  n 
that  he  can  send  out  men  into  any  State  or  any  county  and  pers 
instruct  the  farmers  in  that  county,  if  they  want  to  start  a  little 
let  Unde  Sam's  man  come  down  there  and  tell  them  just  how 
it.  I  would  have  him  go  further  and  train  the  bookkeeper 
man  in  actual  charge  of  the  details;  all  that  is  legitimate, 
just  as  legitimate  for  the  Federal  Treasury  Department  to  d 
as  it  is  for  the  Agricultural  Department  to  tell  farmers  how 
manure  to  put  in  the  hill. 

That  is  entirely  different,  of  course,  from  the  present  i 
whereby  the  Comptroller  of  the  Currency,  if  we  want  to  s 
national  bank  out  here  in  a  town  of  5,000  or  10,000  people 
$25,000  or  $50,000  capital  stock,  we  get  our  papers  from  Washi 
and  that  is  all  we  do  get.  We  have  to  employ  counsel  and  wo 
thing  up.  But  at  the  beginning  of  this  new  movement  for  th< 
tion  of  these  little  banks  I  would  have  organizers  available  w 
expense  to  the  people. 

Mr.  Thompson.  Suppose  I  lived  in  a  town  where  there  ^ 
cooperative  banks? 

Mr.  Myrick.  You  could  start  one. 

Mr.  Thompson.  And  I  wanted  to  get  a  mortgage  loan  fro 
land  bank,  how  would  I  go  about  getting  it? 

Mr.  Myrick.  You  can  get  it  in  that  case.  You  can  either 
direct,  or  if  there  is  any  other  bank  in  that  town  you  can 
through  them.  Utilize  all  the  banks.  We  have  got  25,000  bai 
one  kind  or  another  in  this  country.  Make  them  all  work.  I 
introduce  something  extraneous — a  rural-credit  society — I  get 
and  out  of  patience  when  I  hear  that  name.  The  Massacl 
credit  union  law  is  a  dead  letter,  partly  because  of  the  use  < 
name  "  credit  union."  The  first  one  that  was  established,  genti 
under  that  law  was  by  some  of  my  associates  in  the  Myrick  Bui 
I  did  not  know  that  the  boys  were  doing  it — and  I  never  had  a  1 
honor  than  when  they  named  it  after  me;  the  boys  that  were  wc 
for  me  and  had  worked  for  me  for  years  got  it  up.  But  there 
very  few  in  the  State.  Mr.  Robinson,  who  is  present,  started  ox 
first  one  among  the  farmers. 

"  The  rose  by  another  name  would  smell  as  sweet ";  but  it 
not  be  the  rose,  and  you  can  not  make  a  bank  out  of  the  name  " 
union." 

Now,  gentlemen,  we  come  to  the  matter  of  your  land  bank. 
sist  that  the  two  types  should  be  developed  as  two  separate  pa 
one  bill  and  one  statute,  because  they  are  interdependent,  and  al 
the  very  practical  reason  that  you  can  get  them  both  through 
gress  at  one  stroke,  and  if  you  got  one  through  alone  you  migl 
get  the  other  through. 
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tor  Hoixis.  Mav  I  ask  you  a  question  right  there,  Mr.  Myrick. 
ved,  through  Senator  Owen^  a  plan  for  a  cooperative  bank 
as  typewritten.  Has  that  since  been  printed  and  is  this  it 
ting  paper  in  Senator  Hollis's  hand],  because  I  was  going  to 
lis  printed  if  the  members  desire  it. 

Mykick.  I  telegraphed  Senator  Owen  asking  him  to  send  me 
of  his  bill,  and  he  said  he  had  not  any.    I  wanted  to  see 
s  was.    My  standard  bill  is  the  same  as  the  Massachusetts 
909. 

tor  HoLus.  I  presume  that  was  the  one  you  sent  to  Senator 
and  it  was  in  typewritten  form,  and  I  suggested  having  it 

Mykick.  Oh,  that  was  my  brief  on  this  bill,  was  it  not? 

tor  HoLUS.  Yes;  I  suppose  it  was. 

Myrick.  Now,  my  criticisms  on  this  bill  are  really  in  the 

of  a  very  warm  recognition  of  its  merits,  as  far  as  it  goes 

tor  HoLLis  (interposing).  Excuse  me,  Mr.  Myrick,  but  I  di- 

you  from  discussing  your  land-bank  .system,  which  was  to  be 

)f  the  same  statute  as  the  other  system. 

klYRicK.  Yes,  sir. 

tor  HoLus.  And  I  would  rather  that  you  would  develop  that 

you  begin  to  criticize  this  Fletcher-Moss  bill.    I  wisn  you 

JO  right  on  with  that. 

Myrick.  I  will  do  so.    I  hope  that  a  great  many  of  the  best 

)ns  of  this  bill  will  be  embodied  in  the  land  bank,  as  I  advo- 

:or  HoiiLis.  Well,  you  have  not  stated  it,  but  you  have  inti- 
it  two  or  three  times — would  you  make  each  of  your  land 
bank  representing  a  district  which  would  be  an  entire  State  ? 
►Iyrick.  Yes. 
or  HoLLis.  You  would  get  your  districts  in  that  way,  would 

Mykick.  Yes,  sir.  And  yet  I  think  it  is  a  fair  question 
•  we  should  limit — for  instance,  the  State  of  Illinois  may  have 
titution  named  the  "Illinois  National  Land  Bank."  That 
ot  interfere  with  several  other  institutions  under  other  names 
r  land  banks  of  a  smaller  nature — or  larger,  if  they  could 
)  the  business.  In  other  words,  is  it  wise  to  give  one  institu- 
i  State  the  monopoly  of  the  national  Federal  charter  for  land 

or  HoLLis.  Why  not,  if  you  have  the  Government  with  a 
representation  on  the  board  of  directors,  and  put  it  under 
rol  of  the  Federal  reserve  board,  just  as  the  Federal  reserve 
re? 

Iyrick.  That  is  a  fair  Question,  especially  since  the  Federal 
law  has  come  within  tne  past  few  months.  I  said  at  the 
ig  of  my  remarks  that  that  act  introduced  a  situation  that 
great  many  of  these  points.  So,  whether  you  had  one  insti- 
ll a  State  that  had  a  monopoly  of  the  charter  for  that  State, 
her  you  left  it  open  for  more  than  one,  there  is  something  to 
3n  that. 

JuLKLEY.  Your  idea  is  that  you  might  have  competitive 
ach  covering  a  whole  State? 
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Mr.  Myrick.  Yes,  sir ;  certainly.    Remember,  gentlemen,  that  ftv 
business  is  vast — you  take  the  State  of  Texas.    It  is  so  big  you 
put  all  of  France  inside  and  have  60  miles  on  the  outside  all  a 
to  keep  them  quiet.    And  one  Texas  national  land  bank  to  cover 
whole  State  would  have  to  be  very  well  conducted  in  order  to  satii 
the  demands.    If  it  had  a  little  competition,  it  might  be  a  very 
thing  for  both  of  them. 

Mr.  BuuKLEY.  If  you  had  three  or  four  of  them,  would  each  one 
them  have  their  constituent  member  banks  in  all  parts  of  the  Sti^ 

Mr.  Myrick.  Well,  there  is  the  other  side.    You  see,  you  are  geUii 
right  up  affainst  some  of  the  details  now  that  have  got  to  to  v< 
carefully  thought  out.    I  will  show  you  what  I  do  propose  to  do 
this  land  bank.    It  is  on  page  270,  "  Cooperative  nnance  " : 


Organization  of  a  land  bank  in  each  State  under  national  law.  There 
be  a  national  land  bank  in  important  States,  incorporated  under  the  patl( 
banking  law.  which  shall  be  suitably  amended  for  the  purpose.  Such  imtltl 
tlon  shall  be  named  ''The  National  Lank  Bank  for  Nebraska/*  the  jam 
changing  for  the  respective  State.  Each  land  bank  shall  have  a  permaDCOl 
capital  resene  called  the  " land  reserve."  1 

Now,  that  is  foreign  to  American  practice.  We  are  in  the  habit,  o 
course,  of  speaking  of  capital  stock;  but  T  used  the  term  "landrt 
serve  "  in  place  of  "  capital  stnck  "  to  emphasize  that  we  are  mobifij 
ing  the  land,  and  the  land  is  the  fundamental  reserve  of  the  Unita 
States.  For,  as  you  will  notice  on  the  front  cover  of  this  book,  H 
say  "  What  is  back  of  our  American  money? "'  At  the  bottom  of  ii 
picture  is  our  land  reserve,  with  our  crops,  worth  nearly  10  billii 
of  dollars,  and  over  three  and  one-half  million  square  miles, 
then  comes  our  gold  reserve,  and  then  comes  our  health  reserve, 
tlemen,  the  health  of  the  people  is  the  greatest  reserve.  It  is  woi 
more  than  gold.  Then  comes  your  character  reserve,  and  then  coma 
your  cooperative  reserve,  the  power  of  associated  effort. 

Each  national  cooperative  rural  bank  in  said  State  shall  deposit  25  per  cert 
of  its  paid-up  capital  stock  in  the  land-bank  reserve. 

Now,  I  want  each  of  the  other  national  banks  to  invest  in  this  capi 
tal  stock  or  land  reserve  at  least  1  per  cent  of  their  capital  stock,  sup 
plus,  and  undivided  profits.  I  want  them  to  do  that  for  the  saiw 
reason  that  they  put  1  per  cent  into  the  Federal  reserve  bank.  Thg 
did  that  two  years  after  this  was  written.  Every  national  bank  il 
that  State  of  $25,000  or  more  capital  has  got  a  grreat  stake  in  the  pros 
perity  of  the  land.  The  least  it  can  do  is  to  subscribe  1  per  cent  of  it 
capital  stock,  surplus,  and  undivided  profits  to  the  land  bank. 

Senator  Hollis.  They  will  say  "  Those  banks  are  our  competitors' 
I  do  not  say  that  makes  that  true. 

Mr.  Myku  K.  But  see  what  the  land  bank  is  going  to  do  fd 
the  national  bank  other  than  the  cooperatives.  Tne  nationji( 
bank  may  lend  on  first  mortgage.  As  a  matter  of  fact,  as  publia 
sentiment  grows,  that  word  ''may"  in  effect  will  become  "shall'j 
and  the  national  bank  does  not  like  to  bother  with  taking  (XH 
mortgaires.  But  it  is  perfectlv  willing  to  buv  the  land-bank  Dondl 
for  $5,000,  $10,000,  $20,000,  or  $50,000,  and* we  make  these  bondi 
a  legal  investment  for  banks — that  is  very  beautifully  covered 
in  the  commission  bill.  These  bonds  are  not  only  legal  investment  te 
all  funds  under  the  United  States  courts,  but  also  are  collateral  afr 
curity  for  postal  saving^. 
Mr.  Moss,  That  provision  \sml\i^\A\\. 
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TacK.  I  thouffht  you  had  it  in  there,  Mr.  Moss.  It  is  a 
feature.  On  tnat  point,  however,  I  have  made  a  sug;gestion 
iragraph  of  the  bill.  The  splendid  feature  of  thS^iU  is 
Bment  you  give  to  each  State  to  come  in  and  modify  its 
,  so  that  they  can  take  advantage  of  these  new  institutions. 

HoLLis.  That  feature  has  been  pretty  severely  criticized, 
)und.  that  at  present  there  are  only  one  or  two  States  that 
y  under  it,  and  that  it  would  postpone  the  full  benefits  of. 
3  long,  while  the  other  States  were  changing  their  laws. 
lacK.  You  might  have  to  modify  the  provision  and  not. 
3  strict.  But  the  principle  is  there.  You  may  find  on. 
ind  I  hope  to  have  an  inquiry  with  the  governor  of  ]^assa- 
)-morrow,  or  the  next  day,  as  to  the  appointment  of  a  com- 

that  State  to  see  what,  if  any,  change  is  necessary  in  that 
i  a  movement  is  already  under  way  in  the  State 

HoLus  (interposing).  What  l^w  do  you  refer  to  now,  the 
tration  law  ? 
RICK.  The  present  land  laws. 

HoLLis.  Well,  tell  the  committee  about  that.  We  have 
med  that  Massachusetts  is  the  only  State  that  has  that  law 
Tkable  form.  Tell  us  how  much  it  is  availed  of. 
!^icK.  The  Torrens  system  is  in  effect  in  Massachusetts 
Uy.  It  is  on  the  statute  books,  but  it  is  not  very  much  in 
le  reason  that  every  lawyer  and  every  title  company  and' 
owd  look  on  it  as  an  infraction  of  their  perquisites. 

HoLLis.  Most  lawyers  that  I  know  consider  it  a  nuisance 
i  a  title.  They  do  not  like  that  work.  But  perhaps  where 
alized  on  that  work,  it  is  profitable. 

RICK.  I  think  that  you  should  not  require  a  State  to  adopt 
as  system  before  it  may  have  this  type  of  institution.     I 
e  is  a  good  deal  to  be  said  about  not  making  these  restric- 
itrong  on  the  State. 
3S.  If  you  will  permit  me,  Mr.  Myrick,  I  would  like  to  say 

RICK.  Yes. 

3S.  I  would  like  to  say  that  the  whole  (question  of  restric- 

3r  this  bill  is  left  to  rules  and  regulations  that  shall  be 

i 

RICK.  Yes. 

ss.  By  the  commissioner  of  farm-land  banks.  They  are 
5ted  in  the  bill  itself;  only  the  power  to  make  regulations 
The  only  suggestion  in  the  bill  is  that  they  shall  be  uniform 

to  every  State  in  the  Union.    But  there  are  no  restrictions 
jested  in  the  bill ;  but  that  is  left  to  the  regulations  that 
^rmulated  by  the  commissioner  of  farm-land  l)anks. 
RICK.  Yes.    Well,  whether  the  phraseology  here  is  the  best 
rpose  or  not  is  a  detail  to  be  studied  out  yet. 
38.  Oh,  yes;  entirely  so. 

RICK.  But  that  is  one  very  excellent  way  of  avoiding  what 
a  complicated  question. 

to  the  State  itself — 

)  l>aiik  or  any  corporate  body  or  any  Indiyidual  may  deposit  cash 
bank's  capital  reserve — that  is,  the  capital  stock — such  amounts, 
iccepted  by  the  land-bank  trustees. 
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Why,  gentlemen,  in  many  of  our  States  you  will  have  more  moo 
offered  to  you  for  your  land-bank  capital  than  you  can  use.  Th 
will  be  increasingly  so  as  the  years  go  on. 

Mr.  BuLKLEY.  That  is  for  the  State  land  banks,  Mr.  Myrick? 

Mr.  Mybick.  Yes,  sir. 

Mr.  BuLKLEY.  Are  not  the  dividends  limited  on  that? 

Mr.  Mybick.  Now,  when  we  come  to  talk  about  the  interest 
capital  and  the  interest  on  your  bonds,  you  must  remember  that  li 
we  seek  to  accomplish  is,  first,  absolute  safety,  and  therefore,  in « 
absence  of  risk,  lower  rates  oi  interest,  both  to  the  borrower  ai^ 
the  investor. 

Secondlv,  not  only  safety,  but  availability.    We  are  going  to  i 
these  bonds  abput  as  salable  a  thing  as  there  is  in  the  United  9 
In  10  years  the  bonds  of  the  Illinois  National  Land  Bank,  for 
stance,  will  be  the  most  salable  and  have  the  steadiest  market 
any  market  of  any  bond  that  is  sold  in  that  State,  if  it  is 
all  right. 

Mr.  BuLKLEY.  I  thought  you  were  referring  to  the  stock  of 
State  land  banks. 

Mr.  Mybick.  Now,  the  stock  and  the  bonds  are  exempt  from 
tion.    You  have  thrashed  that  all  out  here.    And  I  imagine  that  ^ 
are  getting  pretty  nearljr  all  of  one  mind  on  it — ^until  you  come 
the  income.    And  there  is  an  enormous  market  awaiting  a  Ixmd 
small  denomination,  or  large,  which  net  3,  3^,  4,  or  4^  per  cent, 
cording  to  the  market  and  the  times,  and  be  absolutely  tree  of 
tion.    The  tax  averages  1^  per  cent.    There  are  milkons  of  d 
to-day,  right  on  to-day's  market,  that  will  go  into  3J  per  cent 
lutely  tax-free  bonds,  free  of  all  taxes,  State,  Federal,  local,  ii 
tance,  and  death  taxes,  because  there  is  nothing  else  that  is  so 
the  Government  bond  is  subject  to  inheritance  tax,  is  it  not 
United  States  bonds?  ^ 

Senator  Hollis.  Well,  it  probably  is,  in  States.  There  is  no  inheri 
tance  tax  nationally.  I  do  not  see  why  it  should  not  be  taxable! 
States,  but  I  do  not  know. 

Mr.  Myrick.  Yes ;  I  do  not  know  whether  that  point  has  been  d 
judicated  or  not. 

Senator  Hollis.  But  your  idea  is  that  as  the  Government  mi| 
make  the  bonds  free  from  ordinary  taxation,  and  the  theory  ft 
which  these  bonds  are  to  be  allowed,  anyway,  is  that  it  is  a  govod 
mental  function  under  the  Constitution,  the  Government  may  all 
exempt  these  bonds  from  taxation  ? 

Mr.  Myrick.  And,  furthermore,  that  these  bonds  are  simply  1 
paper  representative  of  real  estate,  which  already  pays  the  tai 
and  which  can  not  escape  the  taxes. 

Senator  Hollis.  Well,  that  is  a  question  of  i)olicy  rather  than! 
principle,  because  in  most  States  they  have  decided  that  that  is  tt 
double  taxation,  I  believe. 

Mr.  BuLKLEY.  Now,  Mr.  Myrick,  what  is  there  that  is  attractil 
about  the  stock  of  these  banks?  It  is  exempt  from  taxation,  but 
is  limited  in  dividend,  is  it  not  ?  What  is  the  limit  that  you  propel 
on  the  stock  ? 

Mr.  Myrick.  I  propose  on  the  stock  for  land  reserve  that  it  iM 
first  receive  an  interest  as  an  expense.  That  rate  of  interest  shall  l 
something  that  must  vary  according  to  the  diflferent  States.    1 
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sachusetts  it  might  be  3  per  cent;  in  Arizona  it  might  be  6  per 
.  But  that  first  preliminary  charge  is  an  expense.  Net  earnings 
xcess  thereof  are  to  be  carried  to  surplus  until  the  surplus  reaches 
imount  of,  say,  26  per  cent  of  the  capital.  Then  three- fourths  of 
excess  earnings  shall  be  applied  to  surplus,  until  it  amounts  to 
per  cent,  and,  meanwhile,  tne  other  one-fourth  of  the  earnings 
}  be  paid  out  as  a  cooperative  sharing  dividend  only  upon  such 
oficates  or  shares  of  capital  stock  as  constitutes  one- fourth  of  thd 
ital  stock  of  the  member  banks, 
make  a  distinction,  and  it  is  a  very  important  one.    Here,  we  will 

is  the  Agawam  National  Bank,  of  Agawam,  Mass.  It  has  got 
000  capital  stock,  and  it  has  $2,500  surplus,  and  it  has  invested 
00  in  the  land  bank.  Now,  that  is  in  Massachusetts.  It  is  entitled 
per  cent  interest  on  that  ^,500  as  an  expense,  one  of  the  expenses 
he  land  bank.  The  land  bank  runs  along,  and  pretty  soon  they 
n  to  make  mone^  pretty  fast.  And  we  will  assume  that  they 
)  accumulated  their  surplus,  and  they  have  some  net  earnings  to 
ie.  • 

irst,  these  net  earnings  shall  be  apportioned  as  an  extra  dividend 
he  shares  of  all  these  little  banks  that  have  got  25  per  cent  of 
r  capital  in  this  institution ;  then  as  it  goes  on  and  makes  further 
its  and  additional  profits,  makes  an  extra  dividend  to  all  the 
k,  thus  making  it  an  inducement  to  the  local  banks,  giving  them 
tue  extra  inducement  over  and  above  the  ordinary  corporation 
idividual  or  State  that  owns  these  shares. 

J.  Bui^KLBT.  What  would  be  the  outside  limit  that  an  individual 
ht  hope  to  get  on  his  stock  ? 

[r.  Mtrick.  I  have  suggested  here  that  the  limit  should  be  not  to 
led  double  the  fixed  rate  of  interest.  The  extra  dividend  may 
exceed  that.  If  you  pay  4  per  cent,  the  extra  dividends  in  any 
r  can  not  exceed  4  per  cent  more. 

[r.  Bui-KLBY.  You  would  not  have  cumulative  dividends,  would 
! 

[r.  Myrick.  No,  sir.    Never  pile  up  on  the  encumbrances;  each 
•complete  in  itself;  each  transaction  complete, 
r.  BuLKLEY.  Well,  now,  the  stockholders  have  to  carry  what- 

risk  there  is  in  the  business;  do  you  think  that  is  attractive  as 
riginal  investment?  Of  course,  I  understand  that  after  the  bank 
made  money  for  a  good  many  years,  and  has  built  up  a  large  sur^ 
,  and  if  it  should  be  proven  a  complete  success,  an  8  per  cent  non* 
ble  security  would  be  selling  away  above  par. 
r.  Myrick.  It  would  be  selling  up  in  the  Middle  and  Eatern 
BS,  under  such  conditions  as  those  of  the  last  three  yoai*.s,  prior 
lis  last  year — an  abnormally  low  market — it  would  be  selling  foi" 
ast  $200. 

p.  BuLKLEY.  Well,  it  would  be  somewhere  around  there.  But 
le  outset,  with  the  success  not  demonstrated,  embarkins:  in  a  plan 
nobody  had  ever  tried  before,  with  all  of  the  risks  to  be  carried 
no  hope  of  profit  beyond  a  possible  8  per  cent  noncnmulative 
lend,  do  you  think  people  would  pay  par  for  that  stock '^ 
r.  Myrick.  That  will  vary  in  different  parts  of  the  country. 

I  doubt  the  wisdom  of  encumbering  your  law  with  too  many 
ictions  right  on  that  point.  It  may  be  necessary  in  Oklahoma  to 
e  a  rate  of  5  or  6  per  cent  as  an  initial  charge. 
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Mr.  BuLKLEY.  With  a  possible  dividend,  then,  running  up  t 
per  cent  ? 

Mr.  Myrick.  Yes ;  that  may  be  too  much. 

Senator  Hollis.  Would  you  leave  that  rate  to  be  charged  witl 
Federal  reserve  board,  or  would  you  specify — ^you  could  not 
W(b11  specify  it  in  the  act,  unless  you  were  going  to  have  it  unifon 
over  the  country? 

Mr.  Myrick.  Well,  it  seems  to  me  that  is  an  admirable  sugces 
that  it  be  left  to  the  Federal  reserve  board,  just  like  a  good  n 
of.  those  other  things  that  you  can  not  foretell,  the  circumsta 
varying  so  very  widely. 

Mr.  BuLKLEY.  Your  idea  would  be  to  make  the   interest  1 
eoaough  so  that  it  would  attract  the  investment  of  capital  ? 
,  Mr.  Myrick.  Yes,  sir.    But  you  do  not  need  to  make  it  very  h. 
being  nontaxable  and  being  so  safe  you  would  be  surprised  to 
how  attractive  it  would  be. 

Mr.  BuLKUBY.  Well,  nontaxable  means  that  it  is  about  1^  per 
better  in  the  hands  of  an  honest  man.  There  is  not  that  much  di 
epce  in  the  hands  of  a  man  who  would  coi^ceal  his  taxable  propert 

Mr.  Myrick.  Well,  this  would  all  be  a  matter  of  public  record. 

Mr.  BuLKLEY.  But  even  so 

-Mr.  Myrick  (interposing).  Well,  take  1^  per  cent;  that  is 
quarter  of  6  per  cent  ? 

Mr.  BuLKLEY.  Yes ;  that  is  considerable,  but  it  is  not  any  i 
than  1^  per  cent.  What  I  mean  is  that  there  is  no  magic  in  sa; 
tjiat  a  thing  is  tax  free.  You  know  just  about  how  much  benefit 
is  to  the  owner  of  that  stock? 

Mr.  Myrick.  Yes;  it  is  just  about  1^  per  cent.  But  the  mi 
for  these  shares  of  the  land  banks  and  its  bonds,  of  course,  wil 
l>end  on  the  money  market.  But  there  will  be,  for  some  years, 
tively  as  much  difference  between,  we  will  say,  the  New  York 
Illinois  land  banks — their  bonds  will  sell  normally  at  about  the  i 
price,  the  same  rate  of  interest.  Alabama  and  Arizona  might 
to  have  a  considerably  higher  rate  of  interest. 

Mr.  Woods.  Well,  do  you  think  the  interest  would  continii 
much  if  you  have  the  State  banks  back  of  them? 

Mr.  Myrick.  I  think  that  the  effect  of  the  whole  Federal  rei 
i^stem  is  going  to  gradually  equalize  rates  of  interest  throug 
the  United  States — not  to  make  them  absolutely  alike,  but  you 
not  see  in  the  next  10  years  the  wide  divergence  in  rates  that  1 
has  been  during  the  past  10  years. 

A  great  many  of  the  features  of  this  bill  are  fundamental  to  a 
to  the  system  that  I  speak  of.     But  I  feel  very  strongly  that 
principle — you  have  got  one  principle  divided  into  two  parts; 
it  should  be  one  measure. 

I  have  a  table  here  showing  that  this  1  per  cent  from  the  nati 
banks  in  the  State  of  Maine,  for  instance,  would  give  about  $14< 
to  put  into  the  land  bank.  I  think  quite  likely  the  Legislature  o 
State  of  Maine  would  vote  to  invest  $250,000  or  $500,000  in  the  < 
tal  stock  of  a  State  land  bank  under  this  Federal  act.  I  thi 
great  many  estates  and  trustees  in  Maine  would  do  the  same  tl 

Mr.  BuLKLEY.  Mr.  Myrick,  you  have  read  in  the  record  ol 
hearings  some  discussion  that  we  have  had  about  limiting  the 
poses  for  which  money  may  be  loaned  through  this  system  thi 
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i  proposing  to  establish,  and  limiting  the  amount  that  msLj  be « 
ined  to  any  one  individual.  What  have  you  to  say  on  that  subject  i 
Mr.  Mtbick.  Why^  that  conditions  throughout  the  United  States 
iry  so  widely  that  it  would  be  verjr  diflScult  to  do  anything  more 
m  specify  a  percentage  as  you  do  in  the  case  of  a  national  bank, 
lich  may  loan  not  to  exceed  10  per  cent — is  it  not  10  per  cent? — th 
|y  one  person. 

Senator  Holus.  Yes.    You  have  in  Massachusetts  a  restriction 
Bpn  the  amount  of  money  that  may  be  deposited  in  a  savings  bank; 
Bdieve  it  is  $1,000? 
Mr.  Mykick.  Yes. 

Senator  Hoixis.  And  after  it  has  increased  to  $1,500 

^ifr.  Mybick  (interposing).  $1,600. 

Scoiator  Holms.  $1,600,  that  it  shall  not  draw  interest.  Do  yon 
Jik  there  is  any  value  in  that?  We  have  no  such  restriction  in 
iw  Hampshire. 

Blr.  Mtrick.  The  reason  for  that  is  that  the  savings  banks  are  so 
jmlar  that  people  of  comfortable  means,  without  tnat  restriction. 
Mild  load  the  savings  banks  with  more  money  than  they  could  take 
re  of. 

Senator  Hollis.  Why?  The  bigger  the  institution,  if  it  is  hoil- 
tly  run,  the  more  economically  it  can  be  run ;  and  in  our  State  we 
dcome  large  deposits.  We  have  $10,000  or  $15,000  on  one  book  in 
r  State. 

Mr.  Myrick.  New  Hampshire  has  not  got  as  much  money  as  Mass- 
htisetts.    Conditions  are  somewhat  different  there. 
Senator  Hoixis.  I  do  not  see  the  harm  in  having  more  deposits, 
eause  the  field  for  investment  is  practically  unlimited. 
Mr.  Myrick.  I  think  you  will  find  a  great  many  bankers  that  will 
it  assent  to  that  point  of  view.    There  are  times  and  seasons  &nd 
)ars  when  it  is  an  extremely  difficult  matter  to  get  sound  and  safe 
trestments  at  anything  like  a  reasonable  rate  of  interest.    There  gets 
S  be  such  a  plethora  of  money ;  and  the  purpose  of  that  restriction, 
i  a  rich  State,  is  to  encourage  the  savings  banks  to  take  in  the  de- 
Offlts  of  the  small  people — educate  the  small  people  to  thrift. 
Ifr.  BuLKLEY.  We  have  in  Cleveland  some  of  the  best  savings  banks 
I  the  country;  and  thev  agree  to  that  principle,  that  what  they 
but  is  a  large  number  of  depositors,  rather  than  large  deposits  from 
me  individuals. 

fir.  Myrick.  Yes,  sir;  gentlemen,  we  have  just  begim  to  realize 
e  power  of  small  savings  by  great  numbers  of  people.    You  take 
little  rural  township  of  500  or  1,000  people;  they  have  no  banks; 
By  may  be  10  miles  from  a  bank;  you  start  a  little  national  co- 
gnitive bank  in  that  community,  and  you  will  be  surprised  to  see 
W  the  money  will  pile  up  there  m  the  course  of  5  or  10  years. 
N'ow,  this  question  has  been  coming  before  you  all  the  time  of 
^eral  aid — direct  loans  to  the  farmer.    There*  comes  a  time  every 
ir  when  there  is  a  great  demand  for  money.     The  crop-moving 
ison — we  will  say.     Our  little  national  banks  in  all  those  little 
ims  are  entitled  to  a  Federal  deposit  of  from  three  to  six  months 
it  as  much  as  any  bank  in  New  York  City  or  Chicago. 
Senator  Hollis.  They  are  if  they  can  furnish  the  class  of  security 
I  law  requires. 
Ifr.  Mtrick.  Certainly. 
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Senator  Hollis.  That  has  been  the  only  limitation  in  the  last; 

Mr.MYBiCK.  Well,  the  Secretary  of  the  Treasury  can  depositfii 
in  a  little  bank  in  a  small  conmiunity  that  can  deliver  the  soods 
as  well  as  the  Treasury  can  deposit  $50,000  in  a  bigger  banS:. 

Senator  Holus.  And  he  would  have  been  glad  to  do  so  wiihi] 
last  year  if  he  had  had  the  chance  and  the  small  bank  could  fu 
the  security. 

Mr.  Myrick.  Yes,  sir ;  and,  then,  with  your  Federal  resenr< 
eount  privilege,  you  have  hooked  up— gentlemen,  by  this  metho( 
have  hooked  up — this  individual  farmer  who  has  a  few  shares  ii 
little  local  national  bank.  He  is  in  a  position  to  tap  the  c 
resources  of  the  regional  bank  of  the  Federal  reserve  system. 
the  law  specifies  it  so — ^the  Federal  reserve  act.  That  provision  ( 
law  regarding  180  days  for  farmer's  paper,  and  paper  represe: 
produce,  etc.,  was  very  much  criticized  in  certain  commercial  c 
by  certain  Wall  Street  interests.. 

But  those  very  people — now,  if  you  noticed  the  report  of  the 
York  clearing  house,  about  10  days  ago,  a  special  committee's  r 
on  what  shall  constitute  prime  paper  under  this  new  law,  you  y 
have  seen  that  their  suggestion  was  a  splendid  interpretation  o 
spirit  of  the  Federal  reserve  act,  and  was  a  better  interpretatioi 
more  favorable  to  the  producing  agricultural  interests  of  the  c<h 
than  was  a  similar  report  coming  at  about  the  same  time  from 
cago.  Now,  that  shows  the  way  public  sentiment  in  the  bankioj 
cles  of  the  coimtry  is  changing. 

Mr.  BuLKLET.  When  you  speak  of  ''hooking  up"  the  farm 
the  rediscount  privileges  of  the  Federal  reserve  system,  you  are  i 
ring  only  to  short-time  loans,  are  you  not? 

Mr.  Myrick.  Oh,  certainly  ^  absolutely. 

Mr.  BuLKLEY.  What  do  you  say  to  the  .Federal  aid  to  these 
mortgage  banks? 

Mr.  Myrick.  I  do  not  think  it  is  necessary. 

Mr.  BuLKLEY.  Do  you  think  private  capital  will  invest  to  an 
quate  extent? 

Mr.  Myrick.  I  think  so.  I  think  the  States  may  well  take  soi 
the  stock  in  them. 

Mr.  BuLKLEY.  Well,  we  can  invite  the  States  to  take  stock  in  I 
but  we  can  not  control  whether  they  shall  do  so  or  not  ? 

Mr.  Myrick.  No,  sir ;  but  you  can  make  it  an  object  to  them. 

Mr.  BuLKLEY.  How  would' you  make  it  an  object  to  them? 

Mr.  Myrick.  Well,  you  might  say — I  do  not  think  it  is  neces 
«ntlemen — but,  suppose  you  and  I  are  proposing  to  go  into  s 
thing.  You  are  a  little  doubtful,  while  I  have  lots  of  confiden* 
this  thing.  Now,  I  will  say  to  you,  "  I  will  put  in  $1,000  if  you 
put  in  $1,000."  Well,  that  carries  conviction,  and  we  put  the  m 
up,  and  there  is  $2,000.  Well,  if  you  want  any  Federal  aid  a 
you  must  say  to  the  States,  "  We  will  put  up  as  much  as  the  i 
will,  within  certain  limits;  we  will  invest  in  those  shares  to 
amount. 

Mr.  Bulkley.  Invest  in  shares  of  the 

Mr.  Myrick  (interposing).  Capital  stock  of  the  land  bank, 
you  can  say,  "  We  will  buy  so  manv  of  the  bonds."  Something 
been  said — whether  it  has  been  said  here  or  not  I  do  not  know — t 
whether  the  State  shall  guarantee  these  bonds.    I  do  not  think 
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cessary ;  but  let  me  tell  you  what  the  State  of  Massachusetts  has 
ne — and  it  is  a  rank  imposition,  and  we  are  going  to  have  a  great 
^t  in  the  legislature  on  it  one  oi  these  days : 
The  city  of  Boston  and  10  other  communities  in  that  vicinity  con- 
tute  the  metropolitan  district;  there  is  the  metropolitan  water 
strict  and  the  metropolitan  sewer,  and  three  or  four  other  dis- 
cts.  Those  districts  nave  uttered  bonds  to  the  amount  of  nearly 
SjOOOjOOOj  secured  by  the  obligations  of  the  cities  within  the  dis- 
ict.  But  those  bonds  are  all  guaranteed — principal  and  interest — 
'  the  State;  Massachusetts  has  loaned  its  credit,  in  other  words, 
r  the  purpose  of  mobilizing  these  bonds  to  the  tune  of  $75,000,000 

the  richest  part  of  the  State.  We  are  reading  the  riot  act  down 
ere  and  saying  if  they  can  guarantee  $75,000,000  worth  of  bonds 
T  the  richest  cities  in  the  State,  then  let  them  guarantee  $25,000,000 
'  $50,000,000  of  farm  bonds.  And  we  have  put  it  up  to  them  to 
iswer  that  argument. 

Mr.  Moss.  Do  you  not  think,  Mr.  Myrick^  that  that  very  spirit  is 
le  of  the  weaknesses  of  our  State  guaranties,  namely,  that  if  they 
Darantee  the  bonds  of  one  part  of  the  community  they  will  be  called 
pon  to  guarantee  the  bonds  of  some  other  part? 

Mr.  IV&RiCK.  I  do  not  approve  of  that. 

Mr.  Moss.  I  was  pointing  to  one  of  the  weaknesses  of  the  system 
tBdf. 

Mr.  Mtbick.  Yes;  that  is  one  of  the  weaknesses,  and  it  is  not  neces- 
ary.  That  was  just  mentioned,  Mr.  Moss,  as  a  fine  illustration  of 
¥hat  you  are  saying,  because  the  State  did  not  do  that  for  those 
Banners,  while  they  did  it  for  the  cities,  and  the  farmers  became  dis- 
■tisfied.  And  if  you  do  it  for  the  farmers,  the  workingmen  in  the 
State  will  say  why  not  do  it  for  them?  And  pretty  soon  you  will 
be  in  a  position  like  Mr.  Gladstone  told  me  about  once.  I  saw  him 
ibout  the  time  his  first  home-rule  bill  looked  as  if  it  was  going 
U)  pass.  I  said,  "  Is  it  going  to  be  a  success?  "  and  he  said,  "  Mr. 
Ifyrick,"  I  am  a  little  douotful  of  it.  I  have  heard  that  the  peasants 
m  county  CJork  refused  to  plow  or  plant  anything  this  spring,  because 
fihey  say  that  Dublin  is  gomff  to  support  them  all ;  home  rule  is  going 
to  support  them  all ;  they  will  not  have  to  work  any  more." 
I  Mr.  BuLKUBY.  Mr.  Myrick,  whether  it  is  or  whether  it  is  not  neces- 
mry  for  the  Government  to  render  anv  financial  aid  in  order  to  make 
the*  institutions  go  is,  after  all,  purely  a  matter  of  speculation  and 
opinion,  is  it  not? 

Mr.  MYRICK.  Yes,  sir. 

Mr.  BuLKLEY.  You  do  not  know  of  any  experience  that  would 
lemonstrate  it  one  way  or  the  other,  do  you  ? 

Mr.  Myrick.  No,  sir.  The  experience  abroad  on  this  subject,  in 
breign  countries,  in  my  judgment,  is  not  worth  considering;  it  has 
H}  relation  to  this  problem  here. 

Mr.  BuLKLBY.  Even  if  it  were  worth  considering,  it  docs  not 
lemonstrate  that  very  clearly,  does  it  ? 

Mr.  Myrick.  No,  sir. 

Mr.  Hayes.  Well,  it  has  been  demonstrated  that  gi-eat  institutions 
f  this  kind  have  been  created  in  Europe  without  any  Government 
id  at  all. 

Mr.  Myrick.  Yes,  sir. 

Mr.  HLvYES.  Well,  that,  so  far,  is  a  light,  is  it  not  ? 
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Mr.  Myrick.  And  great  institutions  in  this  country  have !« 

formed  without  Government  aid. 
Mr.  Hayes.  But  not  of  this  kind. 

Mr.  Myrick.  No,  sir;  but 

Mr.  Badow  (interposing).  I  would  like  to  contradict  that. 
Mr.  BuLKLEY.  Which  system  do  you  refer  to,  Mr.  Hayes? 
Mr.  Hayes.  For  instance,  the  Landschaften  system  or  the  Cn 

Foncier. 

Mr.  Badow.  They  hkve  got  a  good  many  distinct 

Mr.  Hayes  (interposing).  That  is  not  much.    It  would  haveg 

just  as  well  without  it. 
^  Mr.  Myrick.  You  have  had  some  discussion  here  as  to  the  lim 

tion  in  this  bill  of  the  purposes  for  which  the  money  maybe  bom? 

and  it  is  a  fair  question  whether  this  language  may  not  be  sfarai 

against  the  farmer.    You  remember  the  language  in  the  bill- 
That  such  loans  may  be  made  for  any  of  the  following  purposes: 
(a)  To  complete  the  purchase  of  the  agricultural  lands  mortgaged;  (6 

hnprove  and  to  equip  such  lands  for  agricultural  purposes;  and  (c)  to  pay 

discharge  debts  secured  by  mortgages  or  deeds  of  trust  on  said  lands. 

Now, "  to  improve  and  equip  such  lands  for  agricultural  purpa 
Of  course,  Mr.  Moss,  I  think  that  the  comptroller  or  the  subcomm 
in  charge  of  these  banks  would  know  that  that  meant  live  stock, 
a  number  of  things.    But  other  officials  might  not  so  interpret  i 

I  notice  that  that  is  covered  in  this  way  in  a  pending  bill  ii 
Massachusetts  Legislature  regarding  land  banks: 

Such  loans  shall  be  made  to  membei's  only,  shall  in  no  case  exceed  in  ai 
two-thirds  of  the  value  of  the  property  pledged  as  security,  and  shall  be  a 
to  the  following  purposes  only: 

(o)  Clearing,  draining,  or  otherwise  reclaiming  and  permanently  ii 
ing  agricultural  lands;  (6)  the  production  of  facilities  for  irrigation;  (i 
planting  and  early  growing  of  orchards;  (d)  the  erection  of  silos,  cold-s 
plants,  greenhouses,  and  permanent  farm  buildings;  (e)  the  erection  of 
ings  for  permanent  occupation  and  management;  (/)  the  discharge  o(  e^ 
farm  mortgages;  {g)  such  improvements  of  a  permanent  nature  as 
opinion  of  these  directors  tend  to  develop  agricultural  resources  and 
crease  the  value  of  the  security. 

I  think  probably  you  would  want  to  redraft  that  language  th 
make  it  somewhat  broader. 

Mr.  Seldomridge.  I  want  to  ask  you  something  about  the 
bank,  the  cooperative  bank. 

Mr.  BuLKLEY.  Let  me  first  ask  Mr.  Myrick  to  suggest  what  c 
he  would  propose  on  that  question  of  the  purpose  for  whic 
money  is  to  be  used.     I  think  that  is  very  interesting. 

Mr.  Myrick.  Mr.  Chairman,  if  I  were  given  two  or  three  st 
raphers  and  asked  to  submit  a  rouffh  draft  of  a  bill  covering 
these  things  I  could  do  it  more  reaaily  than  I  could  just  one  p 

Mr.  jMoss.  Just  a  word,  Mr.  Myrick,  about  the  language  in  tl 
in  regard  to  the  purpose  for  which  the  money  is  to  be  used.    ] 
not  say  that  I  am  not  in  sympathy  with  you  on  that  matter: 
it  not  the  fact  that  a  general  statement  is  broader  than  a  part 
statement  ? 

Mr.  Myrick.  Yes. 

Mr.  ^foss.  And  therefore  when  you  commence  to  break  this  i 
particular  statements  you  have  to  follow  it  with  a  general  stai 
at  the  end  of  it,  or  else  you  would  lose  out  as  to  a  great  man 
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yses ;  and  I  do  not  see  what  you  have  gained  by  making  a  number 
:  particular  statements  when  of  necessity  you  must  follow  it  with 
general  statement,  because  a  general  statement  is  always  broader 
lan  particular  statements. 

Mr.  Myrick.  It  would  take  only  a  few  words  here  to  make  this  so 
:oad  that  even  a  man  that  does  not  know  hawk  from  a  handsaw 
mid  see  what  it  meant. 

Mr.  Moss.  Yes;  but  you  will  recognize  that  you  can  easily  make 
So  broad  tliat  it  will  lose  itfe  restrictive  features  altogether? 
Mr.  Myhick.  Yes. 

Mr.  Seldomhidge.  Mr.  Myrick,  I  want  to  ask  you  something  about 
le  small  banks  that  you  said  should  receive  deposits. 
Mr.  Myrick.  Yes,  sir. 

Mr.  Seldomridge.  Those  deposits  would  be  time  deposits,  would 
ley,  or  would  they  be  subject  to  demand? 
Mr.  Myrick.  Just  like  a  national  bank. 
Mr.  SEiDOMRiDaE.  What  reserve  would  there  be  against  them? 
Mr.  Myrick.  The  same  as  a  national  bank. 

Mr.  Seldomridge.  What  reserve  would  there  be  in  a  small  bank 
ith  $1,000  capital? 

Mr.  Myrick.  I  would  have  that,  I  think,  just  about  the  same  as 
le  national  banks.    They  have  got  to  increase  their  capital. 
Mr.  Seldomridoe.  Well,  would  you  put  any  limit  upon  the  number 
I  deposits  they  would  receive  ? 

Mr.  Myrick.  No,  sir;  not  as  long  as  they  had  the  reserve.  Give 
»  small  fellow  relatively  the  same  opportunity  that  you  do  the 
ig  fellow.  You  have  run  your  national  banks  for  the  big  people, 
ow  let  the  little  people  have  a  whack  at  it. 

Senator  Hou-is.  In  effect  that  would  be  to  lower  the  minimum 
iDital  of  a  national  bank? 
Mr.  Myrick.  That  is  all. 

Mr.  Woods.  Well,  as  I  understood  you  a  while  ago,  you  would  not 
ive  the  small  bank,  the  cooperative  bank,  with  $1,000  capital,  the 
ime  privileges  as  the  present  national  bank  has? 
Mr.  Myrick.  No,  sir.    My  thought  has  been  to  make  it  an  induce- 
lent  to  them  to  put  up  at  least  $5,000  as  soon  as  possible.    When 
ley  get  it  to  $6,000,  they  can  come  in  in  the  Federal  reserve  system, 
)r  instance,  and  that  is  a  precious  thing,  and  then  they  will  grow. 
Mr.  Hayes.  Not  under  the  present  law ;  they  could  not  come  under 
ic  Federal  reserve  system  with  $6,000  capital  ? 
Mr.  My^ck.  No  ;  I  say  amend  your  law. 

Senator  Hollis.  Well,  if  we  should  provide  in  this  bill  that  they 
}uld  do  that,  that  would  amena  the  law  to  that  extent. 
Mr.  Myrick.  That  is  what  I  mean. 
Mr.  Hayes.  Certainly. 

Senator  Holmb.  When  we  get  this  bill  through  we  will  claim  that 
:  has  got  as  much  sanctity  eibout  it  as  any  bill  that  was  ever  passed. 
Laughter.] 

Mr.  Myrick.  This  measure,  gentlemen,  I  say  in  all  seriousness — 
nd  not  as  a  matter  of  pride  of  opinion ;  sinking  all  mj  own  personal 
iews  and  speaking  freely— if  through  the  cooperation  of  all  the 
(terest  affected  and  the  joint  wisdom  of  your  committee  and  of 
tmgress,  you  are  able  to  come  out  with  one  statute  providing  for 
ort-time  and  long-time  credits  for  the  producing  masses  of  this 
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country,  it  will  vie  fairly  in  impK)rtance  with  the  Federal  leaerYe 
act;  and  in  20  years,  if  not  less  time,  it  may  prove  to  be  of  ymsOj 
more  importance. 

Mr.  BuLKLEY.  Have  you  covered  the  groimd  that  you  wanted  to 
cover,  Mr.  Myrick? 

Mr.  Myrick.  Well,  any  further  details  are  covered  in  this  book 
here  [indicating],  and  some  criticism  that  I  made  of  this  bill  in  tUs 
brief,  which  I  do  not  need  to  repeat,  perhaps,  except  this,  that  I 
want  to  emphasize  very  strongly  the  importance  of  limiting  the  initiil 
commission  or  charge  that  may  be  exacted  of  the  borrower. 

This  new  law  on  loans  passed  by  the  State  of  Wisconsin  provides 
that  the  borrower  shall  pay  a  commission  of  2  per  cent  You  know 
the  practice  in  this  country,  and  particularly  in  some  States  of  the 
West,  amounts  to  a  terrible  imposition  on  the  borrower. 

For  instance,  7  per  cent  and  4  means  that  he  shall  pay  interest  , 
at  7  per  cent  for  seven  years  and  that  he  shall  pay  a  commission  or 
bonus  or  charge  of  4  per  cent  in  advance  each  year  for  seven  jeu% 
amounting  to  a  bonus  or  commission  or  charge  or  steal  of  2i3  per 
per  cent,  and  he  puts  on  a  certain  mortgage  to  raise  the  wind. 

Mr.  Hayes.  Is  that  in  Wisconsin,  you  say? 

Mr.  Myrick.  No,  sir ;  that  happened  in  the  State  of  £[ansas. 

Mr.  Hayes.  Oh,  yes. 

Mr.  Myrick.  The  State  of  Wisconsin  limits  the  total  charge  to  i 
per  cent  under  this  system  of  State  loans  of  their  school  funds. 

This  matter  of  the  Federal  fiduciary  agent,  or  representative  of 
the  Government,  to  check  up  the  mortgages  and  collateral  on  4e 
bond  is  a  splendid  thing.  It  takes  the  place  of  a  trust  company  in 
the  ordinary  bond  issue. 

There  are  just  one  or  two  points  more  that  I  want  to  speak  ot 
You  have  heard  more  or  less  aoout  the  way  these  local  banks  abrotd 
do  other  business  than  banking.  We  will  not  do  it  that  way;  our 
local  banks  stick  to  banking.  If  the  farmers  in  that  vicinity  want  to 
start  a  creamery  and  the  creamery  corporation  wants  to  borrow  \ 
$1,000  from  the  bank,  that  is  all  right,  but  it  stands  on  its  own  | 
bottom. 

I  think  that  is  all. 

Mr.  BuLKLEY.  We  thank  you  very  much,  Mr.  Myrick,  for  yonr 
statement. 

STATEMENT  OF  LEONAED  0.  BOBINSON,  OENEKAL  MAHAeD 
OF  THE  JEWISH  AGEICTJLTTJEAL  USTDUSTEIAI  AID  SOCIETT,  OF 
NEW  YOEK  CITY. 

Senator  Hollis.  Will  you  give  your  name,  residence,  and  occu- 
pation ? 

Mr.  Robinson.  My  name  is  Leonard  G.  Robinson,  I  am  a  lawyer 
by  profession,  a  social  worker  by  accident,  and  a  farm-credits  studert 
by  compulsion. 

I  am  general  manager  of  the  Jewish  Agricultural  Industrial  Aid 
Society,  of  New  York.    This  society,  as  some  of  you  gentlemen  may 
know,  has  been  engaged  in  the  farm-mortgage  business  for  the  pill 
24  years.    It  also  has  the  distinction  of  havmg  introduced  into  tfct  ; 
United  States  a  system  of  cooperative  agricultural  credit  by     *  *^ 
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liflhiTig  a  number  of  credit  unions,  which  are  the  first  and  so  far  the 
only  credit  unions  among  the  farmers  on  American  soil. 

For  the  sake  of  clarity  I  think  I  will  divide  my  remarks  into  three 
parts. 

^  Firstj  the  work  in  which  our  society  is  engaged ;  second,  our  expe- 
rience, in  so  far  as  it  is  applicable  to  the  country  at  large ;  and  third, 
sn^estions  based  upon  our  experience  with  reference  to  pending 
legislation. 

Our  society  is  one  of  the  subsidiaries  of  the  Baron  Hirsch  Founda- 
tion^ which  was  organized  in  1890  with  a  view  to  looking  after  the 
Jewish  immigrants  who  came  to  the  United  States  as  a  result  of  the 
rei^  of  lawlessness  that  prevailed  in  eastern  Europe  in  the  eighties. 

Among  the  very  first  activities  of  the  Baron  Hirsch  Foundation 
was  the  loaning  of  money  to  those  who  wanted  to  become  farmers 
for  the  purchase  of  farms,  and  so  on.  It  carried  on  this  work  for 
^  10  years.  Finally  so  many  other  activities  demanded  attention  that 
it  was  decided  to  intrust  this  work  to  an  organization  especially 
designed  to  look  after  its  agricultural  interests.  This  resulted  in 
the  organization  of  the  Jewish  Agricultural  Industrial  Aid  Society 
in  1900. 

You  will  therefore  see  that  counting  the  work  done  by  our  parent 
organization  we  have  been  engaged  in  the  mortgage-loan  business  for 
dose  to  24  vears. 

During  tne  14  years  that  our  society  has  been  in  charge  of  this 
work  we  have  made  about  3,000  loans  in  32  States  and  in  Canada 
amounting  to  about  $2,000,000. 

Senator  Hollis.  Were  those  both  personal  credits  and  land  credits? 

Mr.  EoBiNSON.  No;  solely  land  credits. 

S^iator  HoLLis.  And  that  is  what  you  are  going  to  talk  about,  is 
it— land  credit! 

Mr.  KoBiNSON.  Yes.  I  think  it  is  best  to  keep  the  two  distinct. 
H  we  do  not  we  will  be  very  likely  to  get  into  all  Kinds  of  trouble. 

Mr.  BuLKLET.  Do  you  mean  that  j^ou  do  not  believe  in  combining 
flie  two  functions  into  the  same  institution? 

Mr.  BoBiNSON.  No;  I  do  not  think  that  can  be  done  unless  it  is 
done  as  we  have  done  it.  But  even  with  us  the  two  kinds  of  credit 
are  kept  separate  and  distinct;  we  have  segregated  them,  as  you 
miffht  call  it 

Our  operations,  as  you  can  see,  while  not  very  pretentious  in  the 

E)int  of  figures,  cover  a  much  larger  territory  than  that  of  all  the 
nropean  land-credit  banks  taken  together.  Our  loans  are  made 
on  a  purely  business  basis,  and  they  are  repayable  in  moderate  annual 
installments  somewhat  similar  to  the  amortization  idea  that  obtains 
abroad. 

But  here  is  where  you  will  probably  find  our  methods  somewhat 
unusual  and  perhaps  startling.  We  do  not  make  loans  on  first  mort- 
our  loans  are  mainly  on  second  mortgage,  occasionally  on 
mortgage,  rarely  fourth  mortgage,  and  what-not  mortgage. 
Our  refusal  to  take  first  mortgages  and  our  seemingly  illogical 
{{reference  for  second,  third,  and  fourth  mortgages  needs  explana- 
tion- Our  funds,  it  must  be  remembered,  are  limited ;  and  if  we  are 
to  make  first-mortgage  loans  up  to,  say,  75  per  cent  and  sometimes, 
tlthou^  rarely,  arove  the  farm  value,  you  can  readily  see  that,  with 
an  income  of  something  like  a  quarter  of  a  million  dollars  a  year, 
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our  loans  would  average  probably  around  $3,000,  and  we  could  not 
help  more  than  about  100  farmers. 

As  it  is,  by  compelling  our  farmers  to  exhaust  their  more  or  leas 
marketable  credit  oy  obtaining  first  mortgages  in  a  local  bank  or 
from  a  private  investor,  even  if  they  have  to  pay  a  higher  rate,  we 
hold  down  our  average  loan  to  something  less  than  $600,  and  in  thb 
way  we  help  over  400  families  a  year.  That  accounts  for  our  fond- 
ness for  second  and  third  mortgages. 

This  also  puts  us  in  close  touch  with  the  rural  credit  situation  as  it 
obtains  throughout  the  United  States.  We  are  very  often  obliged 
to  raise  these  first  mortgages  for  our  farmers  from  some  local  con- 
cerns. We  are  very  often  compelled  to  refund  these  mortgages— re- 
place them  by  others.  Occasionally  we  find  it  necessary  to  dicker 
with  mortgagees,  bankers,  lawyers,  and  private  investors.  We  most 
employ  strategy,  make  concessions,  and  give  and  take. 

We  say  to  the  mortagee  who  demands  his  money,  "  Will  you  accept 
$500  on  account  and  permit  your  mortgage  to  remain  another  year, 
or  two  j^ears?  "  and  very  often  we  get  that  concession. 

In  this  way  we  are  in  close  touch  with  hundreds  of  mortgagees; 
banks,  and  lawyers  engaged  in  the  mortgage  business.  Thus  we  hiT« 
gained  a  fair  faiowledge  of  the  terms  of  25,000  or  30,000  mortgagees 
and  are  in  possession  of  authentic  information  that  could  not  be 
obtained  from  a  mere  survey  that  puts  the  average  mortgagee  ot 
banker  on  his  guard. 

Besides  we  have  applications  for  advice  and  assistance  from  fann- 
ers in  practically  every  State  in  the  Union.  We  have  our  own  stif 
of  expert  investigators,  and  investigate  not  only  the  particular  ap- 
plication, but  the  entire  situation  exactly  as  it  exists  in  that  locality. 
So  I  think  we  are  pretty  well  posted  on  the  rural-credit  situation  of 
nearly  every  part  of  the  United  States.  J 

Now,  what  is  this  situation  ?  So  far  as  my  own  personal  experience  ' 
is  concerned,  I  find  that  the  situation  differs  very  markedly  in  vari- 
ous parts  of  the  country.  In  a  general  way  you  can  divide  the  coun- 
try into  four  parts,  say,  the  East,  where  conditions  are  fairly  toler- 
able; the  Middle  West,  perhaps  a  little  less  so;  the  Northwest,  where 
it  is  pretty  bad ;  and  the  South,  where  it  could  not  be  any  worse. 

Each  division  has  its  own  peculiar  problems.  You  will  find,  for 
instance,  that  not  only  do  conditions  differ  between  States,  but  they 
differ  between  different  localities  within  the  State. 

I  have  known,  for  instance,  places  where  you  could  get  a  first 
mortgage  with  tolerable  ease  in  one  place  and  25  miles  away  you 
could  not  get  one  for  love  or  money.  There  are  really  no  two  places 
in  the  country  that  you  could  put  on  the  same  level.  ' 

To  account  for  this  is  perfectly  simple.  It  is  simply  a  question 
of  supply  and  demand.  We  have  always  been  wondering  as  to  what 
ailed  our  farm  credits.  In  my  student  days  I  studied  economics 
under  a  teacher  whom  all  of  you  doubtless  know.  Prof.  Cancer.  I 
ren  embered  that  one  of  the  fundamental  laws  of  economics  was  the 
law  of  supply  and  demand. 

Now,  to  apply  this  law  to  farm  credits.  In  one  place — take  Con- 
necticut, Massachusetts,  or  whatever  place  you  may  choose — ^there 
may  live  a  retired  farmer  probably  worth  several  hundred  thousand 
dollars.  He  was  probably  bom  and  raised  there.  What  is  he  going 
to  do  with  his  money?     If  he  invested  in  Government  bonok  he 
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I  probably  get  something  like  3  per  cent  interest  or  less.  Knowr 
le  situation  in  that  locality  he  loans  his  money  on  farm  mort- 

and  nets  5  or  6  per  cent.  And  in  this  way  you  will  find  tliat 
armers  in  that  particular  section  of  the  country  are  able  to 
1  mortgages  with  comparative  ease  and  on  fair  terms. 

instead  of  a  private  mvestorj  that  neighborhood  may  have  a 
ing  little  industrial  conmiunity,  where  the  men  save  their 
Y-  As  a  result  there  is  a  savings  bank  or  a  trust  company 
ically  doing  the  work  that  the  private  investor  does  in  the  other 
Tnis  is  provided  the  little  town  or  village  has  no  other  de- 
s  upon  it.  In  places  where  business  is  ratner  brisk  or  where 
state  is  booming  in  the  town  itself  the  advantage  of  having  a 
te  investor  or  savings  bank  there  is  nullified  by  these  other 
Qds.  The  farmer  is  a  little  bit  out  of  the  way,  and  why  should 
1  who  has  money  to  invest  go  out  of  his  way  10  miles  in  order 
ke  a  loan  to  the  farmer  when  he  can  invest  his  money  right  next 
to  him  and  among  his  own  friends? 

other  words,  that  farmer,  when  he  has  to  compete  for  credit 
the  business  man  or  the  promoter  or  real  estate  speculator,  has  a 
poor  show.  In  this  way,  having  local  credit  conditions  favorable 
very  little  good  to  the  farmer.  I  have  known  of  instances  in 
York,  New  Jersey,  and  other  States  where  a  farmer  can  not  get 
1  on  gilt-edge  mortgage  on  any  terms,  although  the  credit  condi- 
there  could  be  no  better. 

other  commodities,  including  credit,  for  instance,  what  governs 
J  is  the  world  market.  The  price  of  your  bread  here  in  Wash- 
1  does  not  depend  upon  the  wheat  raised  in  the  District  of 
tibia,  Chicago  or  Liverpool  fixes  the  price  for  that  wheat  for 
bread.  It  is  the  same  way  with  credit — ^business  or  commercial 
.  The  interest  rate  in  Wall  Street  or  Vienna  or  Berlin  or  Paris 
ctically  the  same.  It  is  regulated  by  the  world's  market — the 
's  supply  and  demand.    On  the  other  hand,  our  poor  farmer's 

suppfy  is  regulated  by  purely  local  conditions,  conditions  more 
s  accidental. 

s  evident,  therefore,  that  the  trouble  with  our  agricultural-credit 
ion  is  the  lack  of  the  necessary  mechanism  by  which  this  law  of 
7  and  demand  can  be  regulated  the  same  way  as  the  law  of  sup- 
nd  demand  is  regulated  in  New  York  or  any  other  financial 

;reat  deal  of  loose  talk  has  been  indulged  in  on  the  subject  of  the 
ry  banker.  I  have  dealt  with  hundreds  of  country  banks  and  I 
found  them,  on  the  whole,  a  fairly  decent  human  lot.  Of  course 
wrant  their  pound  of  flesn,  as  some  one  has  said.  So  does  the 
r  and  the  butcher.  You  would  not  find  a  grocer,  for  instance, 
out  of  his  way  and  selling  his  groceries  5  miles  away  at  a  lower 
when  he  can  dispose  of  the  same  stuff  right  next  door  to  him  at 
er  price.  The  banker  is  not  worse  than  the  lawyer.  I  would  like 
any  lawyer  take  a  poor  case,  with  no  prospect  of  a  good  fee 
lot  of  hard  work  thrown  in,  rather  than  a  good  case,  with  a 
sized  fee  attached  to  it.    And  it  is  the  same  way  with  everybody 

v^,  the  bankers  are  doing  precisely  the  same  thing,  and  I  can 
56  why  they  should  be  censured  for  not  extending  credit  to 
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farmers,  where  they  find  it  more  convenient  or  more  profitable  to 
loan  it  to  others. 

Of  course  most  country  bankers  know  very  little  about  their  own 
business.    But  that  is  another  story. 

I  will  just  give  an  illustration:  Some  years  ago,  when  I  toe* 
charge  of  our  office — it  was  in  1907 — ^we  had  about  $150,000  in  loans 
outstanding  in  the  Northwest,  on  Government  hcwnesteads-  The 
only  security  we  had  was  the  notes  of  the  farmers,  chattel  mort- 
gages, and  the  moral  obligation  and  written  agreement  of  the  bor- 
rowers that  they  would  give  us  a  real  estate  mortgage  as  soon  as  they 
obtained  patent  from  the  Government.  Of  course,  this  agreement 
on  the  part  of  the  farmer  to  give  a  mortgage  after  he  gets  a  patent 
is  nonenforceable. 

Our  loans  in  that  country  around  North  Dakota,  South  Dakotii 
Montana,  and  Wyoming  began  to  accumulate  and  it  gave  me  no  litde 
concern.  I  sent  a  number  of  letters  to  our  correspondents,  banken 
and  lawyers,  asking  them  to  suggest  a  way  of  protecting  our  intereBii 
out  there.    They  said :  "  Impossible;  it  can  not  be  dcwae." 

Finally,  I  did  get  a  little  encouragement  from  one  of  our  lawyers 
He  is  now  the  Treasurer  of  the  United  States — former  Gov.  Burte,  of 
North  Dakota.  I  remembered  the  legal  rule  that  if  a  man  gave  i 
mortgage  on  a  piece  of  property  he  did  not  own,  the  mortgage  spon- 
taneously attached  to  the  property  as  soon  as  he  acquired  title  to  it 
I  asked  Gov.  Burke  about  taking  mortgages  from  our  farmers  be 
fore  they  got  their  patents  and  he  thought  it  could  be  done. 

I  wrote  to  the  General  Land  Office  here,  asking  for  a  ruling  on  thit 
point.  I  waited  several  weeks.  I  was  getting  very  much  discouraged 
and  ready  to  run  down  to  Washington  and  see  what  could  be  dcme, 
but  I  finally  got  the  ruling  I  wanted  to  the  effect  that  we  could  tab 
real  estate  mortgages  on  unpatented  homesteads  without  prejudicially 
affecting  the  interests  or  forfeiting  the  rights  of  the  settler. 

We  set  to  work  at  once  instructing  our  correspondents,  our  bankers, 
and  lawyers  to  convert  all  of  our  unsecured  loans  into  mortgage 
They  all  replied  substantially  as  follows:  "You  are  crazy;  you  ctn 
not  do  it ;  it  is  against  the  law."  We  were  actually  obliged  to  said 
them  copies  of  the  ruling  from  the  General  Land  Office  before  they 
would  be  convinced. 

Now,  some  of  those  bankers  had  been  in  the  business  in  thit 
country  for  20  years  or  more.  Some  of  those  lawyers  were  judm 
of  some  of  the  highest  courts  of  their  respective  States,  and  they  fid  ! 
not  know  this  simple  fact,  which  had  such  important  bearing  00  i 
their  own  business,  until  we  told  them  of  it.  Since  we  started  the 
ball  rolling  they  are  all  taking  mortgages  on  unpatented  homesteads. 
If  you  want  real  authentic  information  about  farm  credits,  the 
country  banker  is  the  last  man  to  go  to  for  it.  As  for  the  poor  f armei^ 
of  course,  he  does  not  know  where  it  hurts  him  the  most.    Perhaps  iz 

}rou  asked  him  what  he  wanted  most  he  would  probably  ask  you  for  a 
ittle  more  seed,  or  something  of  that  sort.  f 

As  far  as  his  credit  troubles  are  concerned,  he  looks  upon  them  if 
a  visitation  from  Heaven,  to  be  taken  with  due  Christian  resignatio 
and  himiility,  just  as  he  does  droughts  and  frosts  and  bugs. 

Of  course,  the  poor  farmer  is  not  an  economist.  But  most  of  Iba. 
economists  are  not  farmers,  so  honors  are  about  even. 
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\Ve  therefore  see  that  rural-credit  conditions  are  not  alike  through- 
t  the  country.  Generally  speaking,  however,  the  farmer  can  not 
t  the  long-term  credit  that  he  needs.  When  he  gets  a  mortgage  it 
not  the  land  he  wants ;  it  is  the  hand-to-mouth  kind  that  he  must 
new  every  once  in  a  while.  He  also  pays,  as  a  rule,  an  exorbitant 
ice  for  what  he  does  get. 

There  is  a  rather  falacious  notion  entertained  by  those  advocating 
lew  system  of  farm  credits.  They  claim  that  it  will  help  eliminate 
B  tenancy  evil  and  that  it  will  also  assist  in  the  "  back-to-the-land  '^ 
>yement. 

N'ow,  if  we  stop  to  think  just  for  one  moment  we  will  see  how  ab- 
rd  it  is.  The  question  is,  do  we  want  to  finance  the  solvent  farmer 
the  insolvent  farmer?  The  same  solution  for  both  is  impossible. 
kke  the  tenant  on  a  farm  worth  about  $5,000,  we  will  say.    Suppos- 

!:  he  can  get  a  mortgage  from  a  land  bank  equal  to  50  per  cent  of  its 
ue,  where  is  he  to  get  the  other  $2,500?  It  is  the  same  trouble 
th  the  "  back-to-the-land  "  idea.  A  man  without  money  wants  to 
ly,  say,  a  $3,000  farm.  He  can  get  a  $1,500  mortgage  from  the 
ad  bank,  but  he  must  have  $1,500  more  to  complete  uie  purchase 
the  farm,  and  in  addition  at  least  $1,000  to  equip  it.  How  will  a 
iw  land  baiik  help  him! 

So  you  see  that  we  can  not  put  the  solvent  and  the  insolvent  in  the 
me  category. 

Mr.  BuLKLBY.  It  has  been  suggested,  Mr.  Robinson,  that  among 
Hants  now  many  of  them  have  very  little  hope  of  ever  being  able 
\  own  their  own  land,  whereas  if  we  establish  some  such  system  as 
lis  they  would  be  encouraged  to  save  enough  money  to  pay  a  part 
Efhe  purchase  price  and  borrow  the  balance. 

Mr.  KOBiNSON.  Well,  as  far  as  that  is  concerned,  I  will  tell  you 
imething  of  my  own  experience :  A  man  who  has  money — say  any 
uui  whoTias  $1,500  or  $2,000— can,  if  he  wants  to,  buy  a  farm,  and  if 
e  knows  how  to  buy  the  farm  he  can  get  it  on  his  own  terms.  What 
mean  is  that  he  can  make  the  vendor,  if  the  vendor  is  anxious  to 
0 — and  many  of  them  are — he  can  make  him  take  a  purchase 
oney  mortgage  almost  on  his  own  terms.  We  have  had  a  <yreat 
«1  of  experience  in  this  line.  In  many  cases  we  obtained  purchase- 
ttney  mortgages  running  for  20  years  and  mure.  I  call  to  mind  one 
iticular  instance  in  Connecticut  where  we  induced  a  man  who  was 
ixious  to  sell  to  take  a  first  mortgage  of  $3,000,  I  think  it  was,  re- 
yable  in  annual  installments  of  $50,  thus  making  it  a  r.O-year  mort- 

Si.    Can  you  beat  that  ? 
r.  Bui*KL£T.  That  is  a  rather  exceptional  case,  is  it  not? 
Mr.  Robinson.  Yes;  it  is  a  rather  exceptional  case,  but  I  can  not 
lUj  see  how  men  without  money  can  acquire  a  farm  under  a  land- 
edit  system  such  as  is  proposed  m  the  various  bills  pending  in  Con- 


Mr.  BuLKLEY.  Of  course,  that  is  obviously  true.  The  question  is, 
lether  such  a  system  would  not  be  an  encouragement  to  them  to 
ve  up  money  enough — or  at  least  a  large  number  of  them — of  course 
ere  are  a  number  of  men  that  would  not  be  encouraged  even  by 

At 

Mr.  Robinson.  Well,  I  can  not  see  how  such  a  system,  based  on  a 
per  cent  equity,  will  expedite  either  the  "  back-to-the-land  "  move- 
nt or  make  a  larm  owner  of  the  tenant. 
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Mr.  BuLKiiEY.  What  per  cent  do  you  think  you  would  have  to  1( 
in  order  to  be  of  some  real  help  t 

Mr.  EoBiNSON.  Some  countries  in  Europe,  Sussia  for  instai 
loan  as  much  as  nine-tenths  of  the  value  of  the  land.  In  other  cc 
tries,  such  as  Sweden,  they  sometimes  loan  a  tenant  the  full  valu 
the  farm.  But  of  course  you  can  not  do  that  on  a  business  b 
For  this  jpurpose  some  other  agency  must  be  devised,  and  that  agi 
must  be  either  philanthropic,  lust  as  ours  is,  or  governmental,  ju 
obtains  in  many  countries  oi  Europe — or,  in  a  measure,  coopera 
which  is  i)erhaps  the  more  difficult.  Probably  the  best  system  w 
be  a  combination  of  the  three ;  a  combination  of  the  altruistic — 

Mr.  BuLKLEY  (interposing).  And  the  governmental  and  tlfi 
operative  ?  That  is  the  only  way  you  can  help  the  farmer — the  ! 
less  man?    Have  you  thought  out  any  such  system  in  detail? 

Mr.  EoBJJs'spi^.  I  have  given  this  subject  a  great  deal  of  the 
i^lthough  I  haven't  put  it  down  in  writing.  I  have  some  very 
t^ve  ideas  on  the. subject,  which  are  at  the  service  of  this  commit! 

Much  has  al§o  been  said  about  adopting  the  Landschaften  sy 
To  my  u^ind,  Gxat  system  is  absolutely  impracticable  for  the  U 
States. 

In  the  first  place,  the  Landschaften  prevail  only  in  countries  \ 
the  feudal  idea  is  very  strong.  It  is  oased  upon  thQ  feudal  sy 
where  a  number  of  noble  landowners — whose  traditions  are  ; 
whose  history  is  alike — combine  for  the  purpose  of  financing 
another.  You  could  never  get  so  strong  individualists  as  the  A: 
can  farmers  are  to  be  responsible  for  one  another's  debts  wi 
limit  as  to  liability.  Of  course,  we  have  it  in  our  municipal  ai 
where  every  man  binds  himself  to  the  full  value  of  his  proper 
pay  the  municipal  debts,  and  so  on.  We  have  it  also  in  water-i 
associations  out  West.  But  that  is  only  for  a  common  purpose 
not  for  an  individual  end. 

Senator  Hollis.  For  a  public  purpose? 

Mr.  Robinson.  For  a  public  purpose;  yes;  but  not  for  an 
vidual  purpose.  And  the  very  fact  that  even  in  Germany,  \ 
the  system  has  been  in  operation  over  100  years,  the  corporate 
banks  are  doing  five  times  the  amount  of  business  that  the  I 
schaften  banks  do  is  sufficient  of  itself,  I  think,  to  disprove  the  ge 
adaptability  of  the  Landschaften. 

Senator  Hollis.  Which  banks  do  you  refer  to  that  were  doin| 
times  the  business  of  the  Landschaften  banks? 

Mr.  Robinson.  The  corporate  banks. 

Senator  Hollis.  You  mean  the  joint-stock  banks? 

Mr.  Robinson.  Yes;  the  joint-stock  banks.  And  the  Lands 
found  very  little  favor  outside  of  Germany.  They  have  it  in  Sv 
and  Hungary,  but  not  to  any  very  great  extent.  So  I  think  w 
dismiss  them  as  not  worthy  of  serious  consideration. 

Mr.  Platt.  Mr.  Robinson,  in  Sweden  and  those  countries 
you  speak  of,  where  they  lend  the  tenants  as  high  as  90  per  ce 
the  value  of  the  land,  that  is  in  the  case  of  tenants  who  have 
on  the  same  land  for  a  great  many  years,  perhaps,  with  their  i 
tors  for  generations  ? 

Mr.  Robinson.  Yes,  sir.  They  have  been  on  the  same  soil 
time  immemorial. 
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.Mr.  Platt.  You  would  hardly  advocate  that  for  our  tenants,  who 
^t  from  farm  to  farm  whenever  they  feel  like  it,  would  you? 
^Ir.  Robinson.  Of  course,  we  are  confronted  with  a  great  many 
Lore  difficulties  than  they  are  over  there.  We  can  not  bodily  estab- 
3h  any  European  system  here.  We  can  import  the  system,  if  you 
loose  to  do  mat-  We  can  import  such  things  as  the  "  supervisory 
munittee,'*  and  we  can  import  the  fiduciary  agent,  and  so  on,  but 
e  can  not  import  their  spirit.  We  must  reckon  with  the  American 
ririt,  American  genius,  in  any  system  devised  for  any  part  of  the 
nited  States.  Does  that  answer  your  question  ? 
Mr.  Platt.  Yes. 

Mr.  Robinson.  A  great  deal  has  also  been  said  about  our  troubles 
.  1893,  as  an  argument  against  anv  land-credit  legislation.  Now, 
ly  student  of  the  subject  knows  that  the  conditions  at  that  time 
ere  just  right  for  the  collapse  that  took  place,  and  that  Europe  was 
r  no  means  exempt. 

The  chief  reason  for  the  failure  of  our  land  banks  at  that  time  was 
)wnright  crookedness.  The  commissioner  of  foreign  corporations 
f  Massachusetts,  in  his  report  in  1894,  made  the  statement  that  the 
Luse  of  all  the  trouble  was  that  these  land  banks  had  utilized  their 
»dit  as  land-credit  institutions  for  private  purposes  and  for  specu- 
Aion,  and  that  those  that  confined  themselves  to  farm  loans  have 
irvived  the  shock. 

We  have  to-day  several  institutions  that  pulled  through  and  live 
)  tell  the  tale.    One  of  them  is  paying  53  per  cent  a  year  in  divi- 
ends— the  Vermont  Loan  &  Trust  Co.,  of  Grand  Forks,  N.  Dak. 
lie  British- American  Co.  also  makes  farm  loans  in  the  Northwest, 
od  I  think  they  earned  last  year  22  per  cent  on  their  capital.    The 
oottii^-American  Co.  has  been  paying  12  per  cent.    The  Pearson- 
ift  Co. — Heaven  knows  what  they  pay ;  they  will  not  tell. 
Ifr.  Badow.  It  is  7J  per  cent. 
Mr.  Robinson.  Do  they  pay  that? 
Mr.  Badow.  Yes. 

Mr.  Robinson.  I  have  been  trying  to  get  some  information  from 
cm,  and  they  would  not  let  me  have  it.  I  guess  they  suspected  me. 
Mr.  Badow.  It  is  7J  per  cent. 

Mr.  Robinson.  Another  company  in  New  York,  the  United  States 
ortgage  &  Trust  Co.,  which  is  aoing  a  good  banking  business,  is 
iding  money  on  mortgages  in  40  cities  in  the  United  States,  and  it 
a  very  thriving  institution. 

Mr.  Rlatt.  None  of  these  are  debenture  companies,  however? 
Mr.  Robinson.  Yes. 
Mr.  Platt.  They  issue  debentures! 
Mr.  Robinson.  Practically  all  of  them. 
Mr.  Badow*  The  Vermont  Co.  does  not. 

Mr.  Robinson.  Yes;  the  Vermont  Co.  had  $260,000  in  debentures 
itstanding  in  1912, 1  believe. 

Mr.  Badow.  The  c(»nmissioner  of  banking  of  the  State  of  Vermont 
1912,  on  €ie  16th  of  December,  reported  to  me  that  there  was  no 
mpany  organized  under  any  Vermont  charter  that  was  issuing  any 
bentures. 

Bfr.  Robiksok.  I  have  a  list  showing  that  they  did  issue  those 
bentures. 
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Senator  Hollis.  Well,  this  Vermont  C!o.,  perhaps  has  a  charter  in 
West  Virginia? 

Mr.  Robinson.  No;  it  is  organized  under  the  laws  of  Vermont 

Mr.  Badow.  How  about  the  Deming  Co.,  of  Oswego,  Kans.t  The; 
have  been  in  business  since  1882. 

Mr.  ^  BoBiNSON.  Well,  those  who  did  a  straightf orwad  busina 
have  lived  to  tell  the  tale. 

Mr.  Badow.  May  I  interrupt  to  make  a  statement  ?  I  would  lu 
put  it  that  way,  that  the  cause  of  the  panic  of  1913  was  downrigl 
crookedness,  because  that  was  proven  in  only  one  or  two  cases.  The 
were  certain  conditions  that  all  worked  together  and  caused  the  pan 
of  1893,  among  which  was  this:  That  they  had  three  bad  crops 
succession;  and  that  condition  would  cause  a  panic  at  any  time.  '. 
we  should  have  three  bad  crops  in  succession,  there  are  certain  par 
of  this  country  where  the  farmers  are  going  to  leave.  I  have  sei 
them  move  from  one  State  into  another  after  they  had  had  <me  en 
failure,  and  I  think  that  condition  would  arise  again.  And  the 
loans  had  been  made  at  60  per  cent,  and  they  were  made  on  an  u 
flated  value,  and  when  the  land  came  back  to  its  actual  productii 
value — and  that  is  the  only  value  that  ought  to  be  considered,  eve 
when  it  comes  down  to  appraising  afterwards — ^the  mortgaj 
amounted  to  a  bill  of  sale,  and  then  something  on  top  of  that ; 
was  no  more  a  mortgage.    That  was  how  thetrouble  started  in  189J 

Mr.  Platt.  Did  they  not  issue  debentures  on  their  poor  mortgage 
and  sell  the  good  mortgages  directly? 

Mr.  Badow.  I  do  not  think  they  made  any  good  mortgages,  as 
matter  of  fact  at  that  time.    Of  course,  the  crop  failures 

Mr.  Platt  (interposing).  Well,  only  a  few  operated  in  one  StuU 
and  they  could  not  have  had  crop  failures  all  over  the  countrv. 

Mr.  Badoav.  But  the  real  trouble  started  in  Kansas,  and,  of  course 
Kansas  has  suffered  for  it  ever  since,  although  there  is  no  reasoi 
for  holding  that  State  up  as  a  bad  example  now ;  but  that  happene- 
to  be  the  State  that  was  hit  the  hardest. 

Mr.  Robinson.  The  failure  of  crops  was  only  one  of  the  reason 
for  that  panic.    There  were  a  great  many  cumulative  reasons.    Th< 

feneral  conditions  of  the  country  were  ripe  for  a  panic.  Not  onl> 
id  our  inflated-mortgage  companies  suner,  but  many  banks  anj 
three-fourths  of  our  railroad  companies  went  into  the  hands  of  re 
ceivers.    The  panic  was  general  all  over  the  country. 

Coming  back  to  this  Vermont  Loan  &  Trust  Co.,  it  has  a  paid-in 
capital  of  $60,000.  Loans  outstanding,  $2,000,000:  debentures. 
$187,000.    That  was  their  report  of  1911. 

As  to  the  interest  rates  in  those  years,  I  have  a  little  list  which 
might  interest  you.  They  were  compiled  by  Mr.  Ralph  Ingalls,  of 
New  York. 

There  were  6,770  mortgages,  amounting  to  over  $1,500,000,  on 
which  interest  was  20  per  cent. 

There  were  211  mortgages  on  which  the  interest  was  30  per  cent; 
there  were  579  mortgages  on  which  the  interest  was  40  per  cent 
273  mortgages  on  which  the  interest  was  60  per  cent;  23  mortnge 
on  which  the  interest  was  80  per  cent ;  22  mortgages  on  whicK  w 
interest  was  120  per  cent;  and  2  mortgages,  amountmg  to  $700,  bor 
the  interest  rate  of  180  per  cent.    Of  course,  if  you  make  a  moit 
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with  the  interest  rate  of  180  per  cent,  it  does  not  take  very 
•e  the  mortgage  will  be  valueless, 
res.  The  man,  you  mean,  do  you  not?    [Laughter.] 
jiNSON.  Yes;  eveirthing  and  everybody  connected,  with  it. 
)out  the  pending  le^slation.    I  notice  that  you  gentlemen 
sked  me  many  questions ;  it  would  help  me  it  you  did. 
LKiiET.  I  would  like  to  ask  you  about  your  own  organiza- 
it  the  source  of  your  funds  and  the  amount  you  have 

JINSON.  Our  funds,  as  I  have  stated,  I  believe,  are  derived 
Baron  Hirsch  Foundation.  It  was  created  in  1890.  It  is  a 
c  corporation.  We  get  part  of  our  money  from  that  cor- 
ind  the  other  part  we  get  from  the  Jewi^  Colonialization 
n  of  Paris,  France,  the  residuary  legatee  of  the  late  Baron 

LKLEY.  Are  these  endowment  funds? 

3IN80N.  Yes;  they  are  endowment  funds. 

YES.  How  much? 

BiNSON.  The  Baron  de  Hirsch  Foundation  is  worth  some- 

$2,400,000. 

YES.  I  mean,  how  much  comes  to  you? 
iiNSON.  We  get  about  $160,000  a  year  from  the  two  sources, 
an  out  something  like  a  quarter  of  a  million  dollars  a  year, 
r^ou  that,  even  with  the  granting  of  second  and  third  mort- 
3,  we  manage  to  exist,  I  will  teU  you  that  we  collected  last 
3 — a  total  of  $125,000  from  our  farmers,  of  which  $95,000 
e  principal  and  $30,000  was  for  interest  at  the  rate  of  4  per 
mnum. 

LKLEY.  You  do  not  invest  the  principal  sum  of  the  endow- 
lortgages,  do  you? 

HNSON.  We  have  no  control  over  that. 
LKLEY.  You  simply  get  the  income? 
$iNS0N.  We  simply  get  a  portion  of  the  income. 
X.KI4EY.  You  simply  get  a  portion  of  the  income;  that  is 
th  cases,  the  Hirsch  fund  and  this  fund  from  Paris,  is  it? 
JINSON.  Yes;  and  that  Paris  fund  is  probably  worth  some- 

$20,000,000  or  $30,000,000. 
YES.  What  do  you  do  with  this  $150,000;  do  you  loan  it 

BINSON.  We  keep  on  loaning  it  out.    Last  year  we  loaned 

00. 

YES.  And  every  year  you  get  the  $150,000  from  the  funds  in 

BINSON.  We  keep  turning  it  over.     Our  regular  income  is 

,000.    We  loan  out  a  quarter  of  a  million  dollars  a  year  in 

o  our  disbursements  for  the  various  educational  work  that 

>ng  the  farmers. 

oow.  Do  you  sell  those  mortgages? 

VINSON.  Nobody  would  buy  them. 

X)w.  You  keep  them  yourselves,  do  you  ? 

iiNSON.  Would  j^ou  buy  those  mortgages? 

)OW.  You  could'issue  iJonds  against  them. 

JINSON.  Would  vou  buv  such  bonds  ? 
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Mr.  Badow.  I  personally  would  not,  but  I  could  get  somebody  else 
to  buy  them. 

Mr.  BuLKLET.  Does  your  mortgage  business  result  in  a  loss? 

Mr.  Robinson.  Our  losses  to  dkte,  for  the  14  years  we  have  been 
in  existence,  amount  to  2.45  per  cent — less  than  one  year's  interest. 

Mr.  BuLKMiT.  Well,  on  that  kind  of  a  record  could  vou  not  sell 
debentures? 

Mr.  Robinson.  Well,  that  is  not  our  object.  We  can  only  do  as 
much  Avork  as  our  funds  will  permit.  Of  course  debentures  would 
mean  obligations  which  we,  as  administrators  of  trust  funds,  could 
not  very  well  incur. 

Mr.  BuLKLEY.  Well,  it  would  mean  additional  funds  to  carry  on 
your  work,  would  it  not? 

Mr.  Robinson.  Yes;  I  understand  that;  but  we  do  not  think  we 
ought  to  do  that. 

Mr.  Seij>omridge.  How  does  the  number  of  loans  granted  compare 
with  the  number  applied  for? 

Mr.  Robinson.  We  had  last  year  applications  of  various  kinds  in 
the  neighborhood  of  1,600,  and  we  granted  over  400  loans. 

Mr.  Seldomridge.  And,  of  course,  the  loans  are  granted  to  people 
of  Jewish  descent  exclusively  ? 

Mr.  Robinson.  Exclusively;  yes. 

Mr.  Seldomridge.  Do  you  have  any  requirements  as  to  the  amount 
of  land  an  applicant  must  own  or  have  title  to? 
^  Mr.  Robinson.  No;  that  is  not  material  at  all.     Each  case  is  con- 
sidered upon  its  own  merits.     Every  application  is  investigated  by 
one  of  our  expert  investigators. 

Mr.  Seijk)mridge.  And  you  loan  to  farmers  exclusively? 

Mr.  Robinson.  We  loan  to  farmers  exclusively. 

Mr.  Seldomridge.  And  do  you  make  any  selection  as  to  the  section 
of  country  ? 

Mr.  Robinson.  As  I  have  said,  we  have  made  loans  in  82  States  in 
the  Union;  we  are  absolutely  impartial  as  to  territorj'. 

Mr.  Seldomridge.  Are  these  loans  largely  made  to  immigrants— 
that  is,  people  who  have  recentlv  come  to  America — or  to  people  who 
have  been  citizens  or  residents  for  some  time  ? 

Mr.  Robinson.  We  make  no  distinction  as  to  that.  The  majoritr 
of  them  are  people  who  have  been  here  some  time  and  have  accumu- 
lated some  money. 

Mr.  Seldomridge.  And  you  loan  to  them  at  4  per  cent? 

Mr.  Robinson.  We  loan  to  them  at  4  per  cent. 

Mr.  Seldomridge.  And  without  any  reference  to  the  interest  they 
are  paying  on  their  first  mortgages.  Suppose,  for  instance,  a  man  hid 
to  pay  10, 12,  or  15  per  cent  interest  on  his  first  mortgage? 

Mr.  Robinson.  Regardless  of  the  interest  on  his  first  mortgage. 

Mr.  Seldomridge.  Do  you  take  something  from  them  each  year  for 
amortization  ? 

Mr.  Robinson.  Yes;  we  require  a  nominal  sum,  depending  very 
largely  upon  the  man's  other  obligations.  If  these  other  obligl- 
lions — if  nis  annual  overhead  charges — ^are  comparatively  small,  nt 
i^uire  a  payment  to  us ;  if  thev  are  large,  we  do  not  require  so  muck 

Mr.  SEiiX)MRn>GE.  What  is  the  largest  amount  that  you  loan  to  (M 
man ;  do  you  have  any  limit  ? 
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Robinson.  We  have  loaned  as  much  as  $3,000  to  one  man;  but 
rerage  loans  are  not  quite  $600. 

Haybs.  Now,  according  to  your  statement,  Mr.  Robinson,  and 
r  losses  are  not  more  than  ^ou  say,  your  company  or  association 
[  be  a  good  business  proposition,  would  it  not? 

Robinson.  Except  that  we  spend  some  of  our  money  for  edu- 
lal 

Hayes  (interposing).  Yes;  but  I  mean,  eliminating  that,  your 
)usiness  would  be  a  good  business  proposition,  would  it  not? 

Robinson.  Well,  if  you  are  satisned  with  a  moderate  return  it 
I.    Of  course,  you  could  not  get  a  return  of  more  than  4  per 

.  Hayes.  Because  that  is  all  the  interest  you  charge? 

.  Robinson.  That  is  all  we  charge;  yes. 

.  BuLKLEY.  If  you  would  eliminate  your  educational  work  and 

strictly  mortgage  business,  does  your  experience  show  that  you 

1  make  4  per  cent  on  the  investment  ? 

.  Robinson.  Of  course,  there  are  the  running  expenses  to  be 

iered. 

.  Hayes.  One-half  of  1  per  cent  would  cover  those. 

.  Robinson.  It  probably  would.    If  we  eliminated  the  educa- 

work  and  the  philanthropic  work,  we  could  make  money  even 
)er  cent,  but  that  depends  on  what  you  call  making  money. 
.  Hayes.  Why,  therefore,  do  you  say  that  a  thin^  of  this  kind 

not  be  a  success  unless  the  uovernment  got  behind  it,  and  it 
lie  other  cooperative  features  that  you  mention  ? 

Robinson.  Because  no  business  m«,n  would  care  to  go  into  it 

Hayes.  I  am  not  so  sure  about  that. 

Robinson.  If  you  can  jget  business  men 

Hayes  (interposing).  To  tell  you  the  honest  truth,,I  am  think- 
)out  going  into  it  myself  if  the  plan  is  adopted. 

Seldomkidoe.  But  not  on  the  second  and  third  mortgage 
sit  ion.. 

Hayes.  No;  not  on  second  and  third  mortgages. 

Robinson.  WeU,  that  is  what  I  am  driving  at.  As  far  as  first 
ages  are  concerned,  that  is  an  entirely  different  proposition, 
confiningmy  remarks  to  second  and  third  mortgages. 

Hayes.  But  I  am  recalling  to  your  mind  your  statement  that 
3heme  could  not  be  a  success,  because  it  must  have  two  other 
its  in  it:  and  I  am  asking  you  to  state  if,  in  case  your  elimi- 

your  educational  work  and  your  philanthropic  work,  your 
ation  would  be  a  good  business  proposition,  and  yon  say  it  would 
Now,  I  do  not  see  how  you  reconcile  that  with  the  statemer^t 
low  much  interest  you  make  on  the  investment. 

Robinson.  I  think  we  misunderstand  each  other.  I  thought 
;re  talking  about  putting  the  insolvent  man  upon  the  farm; 
lot  right  in  that? 

BuLiKLBY.  That  is  what  I  thought  you  were  discussing. 

Hayes.  You  are  speaking  of  the  man  who  has  no  money  ? 

Robinson.  Yes;  the  man  who  has  no  money;  that  is  what  I 
iving  at ;  the  man  who  has  enough  to  pay  down  50  per  cent  of 
irchase  price  on  his  farm  must  be  dealt  with  in  a  purely  business 

If  I  did  not  make  myself  clear  on  that 
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Mr.  BuLKUBY  (interposing).  The  greater  part  of  your  borrowers 
are  men  whom  you  would  term  insolvent,  are  they  not? 

Mr.  BoBiNSON.  The  great  majority  of  them  are ;  yes. 

Mr.  BvLKLET.  In  passing  upon  an  application  for  a  loan,  you 
consider  rather  the  needs  and  the  character  of  the  applicant  tiian 
the  character  of  the  security,  do  you  not? 

Mr.  Robinson.  Yes;  and  the  prospect  of  his  making  a  success  oi 
the  venture. 

Mr.  BuLKiiBY.  That  is  to  say,  he  must  have  the  health,  for  example! 

Mr.  Robinson.  He  must  have  the  health ;  he  must  have  the  make-up. 
Of  course,  we  are  human  and  we  are  not  infallible;  but  at  the  same 
time  we  have  been  in  the  business  long  enough  to  be  able  to  size 
a  man  up  fairly  well  and  determine  whether  he  is  going  to  "nub 
good." 

Mr.  PiiATT.  You  do  not  require  previous  farm  experience,  do  yon! 
,  Mr.  Robinson.  If  we  did  we  could  not  do  very  much,  because  our 
people  generally  are  not  farmers. 

Mr.  ft-ATT.  Yes ;  that  is  correct. 

Mr.  BuiiKLEY.  Among  your  borrowers,  do  they  appreciate  your 
work  in  putting  them  on  their  feet,  and  feel  that  it  is  more  than  in 
ordinary  obligation  to  be  repaid? 

Mr.  Robinson.  I  would  say  yes ;  they  appreciate  what  we  do  in 
helping  them.  At  the  same  time,  they  are  human,  and  I  suppose 
they  are  more  ready,  perhaps,  to  meet  the  obligations  they  contnd 
on  a  business  basis  than  their  obligations  to  us,  for  the  reason  thil 
they  feel  a  certain  proprietarjr  interest  in  our  money.  It  is  a  fund 
established  especially  for  their  benefit;  and  for  that  reason  th^ 
may  often  pay  almost  everybody  else  before  they  pay  us. 

Mr.  Seldomridge.  Another  thing:  Are  you  obliged  in  some  case 
to  foreclose  and  take  possession  of  the  property? 

Mr.  Robinson.  We  have  foreclosed  only  where  the  farm  wis 
abandoned.  We  have  started  foreclosure  proceedings  in  other  in- 
stances, but  never  carried  them  through;  they  have  always  settled 
up 

Mr.  Seldomridge  (interposing).  In  order  to  protect  your  mortgage 
do  you  foreclose,  or  just  simply  charge  it  up  to  loss  if  the  holder 
does  not  meet  his  obligation? 

Mr.  Robinson.  We  do  everything  possible  to  protect  our  interests, 
and  each  case,  of  course,  is  judged  purely  upon  its  own  merits.  H 
we  find  that  it  will  serve  our  interests  best  to  let  the  thing  alone  and 
give  the  man  another  chance  and  see  if  he  can  rehabilitate  his  for- 
tunes, we  do  so  every  time. 

Mr.  Seldomridge.  Suppose  a  man  has  met  his  obligation  to  jcw, 
and  the  man  who  holds  the  first  mortgage  comes  in  and  demands  his 
pound  of  flesh,  what  do  you  do  then? 

Mr.  Robinson.  Well,  in  that  case,  as  I  have  tried  to  bring  out,  we 
make  an  effort  to  raise  another  mortgage  for  him ;  and  in  this  way  we 
have  come  face  to  face  with  the  real  land-credit  situation  in  tta 
United  States,  by  trying  to  raise  mortgage  loans  from  other  soaM 
for  our  clients ;  and,  as  I  have  stated,  we  have  been  more  or  less  il 
touch  with  something  like  25,000  or  30,000  mortgages  in  this  way.^ 

Mr.  BuLKLEY.  Do  you  attribute  your  low  percentage  of  losses  is 
any  measure  to  the  gratitude  on  tne  part  of  the  borrowere,  dMir 
friendly  feelings,  sense  of  brotherhood,  or  anything  of  that  kindt 
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Mr.  Robinson.  No;  I  do  not  think  so.  If  a  man  makes  good  and 
t  is  to  his  interest  to  remain  on  the  farm,  there  will  not  he  a  loss. 
The  only  possible  losses  we  have  are  when  the  man  pulls 

Mr.  Hayes  (interposing).  Gets  discouraged. 

Mr.  Robinson.  Yes;  gets  discouraged  and  pulls  up  stakes  and  goes 
i^ajr. 

Air.  Seldombidcie.  You  have  never  considered  the  matter  of  organ- 
^ng  associations  for  the  purpose  of  short-term  credit,  have  you, 
uside  from  the  land  loans? 

Mr.  Robinson.  Yes;  I  think  I  mentioned  the  fact  rather  briefly. 
Yes;  we  have  considered  that.  We  were  the  first  to  introduce  the  co- 
operative-credit idea  among  farmers  in  the  United  States.  We  have 
organized  18  credit  unions — a  name  which  Mr.  Myrick  objects  to, 
but  which  I  like  very  much.  Eight  of  them  are  in  New  York,  5  in 
Uew  Jersey,  4  in  Connecticut,  and  1  in  Massachusetts.  The  last  was 
organized  only  recently  and  is  the  first  farmers'  credit  union  under  the 
3Iassachusetts  law.  The  first  one  was  organized  in  1911.  These 
organizations  had  been  in  operation  on  September  tSO,  1913,  for  a 
"period  of  about  13  months.  They  have  a  membership  of  about  600, 
tnd  a  total  capitalization  of  about  $10,000.  They  made  something 
like  1,500  loans  among  themselves,  amounting  to  perhaps  $80,000. 
Their  total  expenses — and  I  would  like  to  direct  particular  attention 
to  this— amounted  in  13  months  to  $796.23. 

Mr.  Hayes.  Of  all  of  them? 

Mr.  Robinson.  Yes;  all  of  them;  they  do  not  pay  their  officials. 
The  only  one  who  gets  paid  is  the  secretary,  and  his  pay  is  only 
nominal.  During  the  13  months  they  have  accumulated  a  reserve 
fimd  of  $1,317.93,  making  something  like  13^  per  cent  on  their  capi- 
talization. 

Mr.  Hayes.  Let  me  ask  you  a  question  along  the  line  of  what  I  was 
laking  you  a  few  moments  ago,  before  we  get  too  far  away  from  it: 
The  very  fact  that  you  have  taken  farmers  who  you  say  are  insolvent, 
^ho  have  no  money,  and  in  lending  them  money  have  had  losses  of 
ess  than  2  per  cent 

Mr.  Robinson  (interposing).  Less  than  3  per  cent. 

Mr.  Hayes  (continuing).  Less  than  3  per  cent;  do  you  not  think 
^liat  that  emphasizes  the  proposition  that  I  put  to  you  a  while  ago, 
'hat  it  is  a  good  business  proposition? 

Mr.  Robinson.  To  make  first-mortgage  loans;  is  that  your  idea  ? 

Mr.  Hayes.  No;  even  the  way  you  have  done  it.  it  is  a  business 
proposition.  I  would  not  advocate  it  as  a  rule  to  follow ;  but  I  mean 
to  say  that,  in  spite  of  the  handicap  you  have  worked  under,  you  have 
made  it  a  business  proposition. 

Mr.  Platt.  He  has  not  counted  expenses  in;  ho  is  simply  counting 
Ihe  losses  in  that  2.45  per  cent. 

Mr.  Hayes.  He  says  the  expenses  will  probably  be  covered  by 
<me-half  of  1  per  cent. 

Mr.  Robinson.  If  we  eliminate  our  philanthropic  and  educational 
features,  of  course  the  expenses  would  be  very  little,  perhaps  not 
more  than  1  per  cent.  But,  of  course,  I  would  not  recommend  these 
loans  to  a  business  man  as  a  business  proposition. 

Mr.  BLayes.  No;  but  it  is  very  interesting  to  me  that,  evon  on  the 
basis  on  which  you  have  been  doing  business,  you  have  made  it  (of 
course  at  a  low  rate  of  interest)  a  business  propositiou.    T\\^\^  \^  \\q> 
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loss,  but,  say,  3^  per  cent  a  year,  even  loaning  at  4  per  cent;  ai 
correct? 

Mr.  Robinson.  It  could  be  done. 

Mr.  BLayes.  Yet  there  has  been  no  governmental  aid,  and  no  o 
eration  at  all? 

Mr.  Robinson.  But  it  is  altruistic. 

Mr.  Hayes.  Yes;  but  I  was  eliminating  that,  and  making  it  s 
by  itself,  and  it  would  be  all  right. 

Mr.  Platt.  These  credit  unions  are  not  among  farmers,  are  t 
they  are  mostly  in  towns? 

Mr.  Robinson.  Exclusively  so. 

Mr.  Hayes.  Exclusively  what? 

Mr.  Robinson.  Exclusively  among  farmers ;  we  are  not  inter 
in  town  people. 

Mr.  Platt.  These  lists  that  you  have  read  from  are  of  farm  uni 

Mr.  Robinson.  Yes ;  farm  unions — 18  of  them.  And  I  would 
to  call  your  attention  to  one  thing,  the  losses  of  these  credit  ui 
during  the  13  months  they  have  iSen  in  operation.  They  repoi 
losses  at  all,  except  a  loss  of  $20,  and  that  loss  was  caused  bj 
failure  of  a  national  bank,  the  First  National  Bank  of  Nor 
Conn.,  their  depository.     [Laughter.] 

So  much  for  the  credit  unions. 

Now,  if  you  gentlemen  would  like  to  have  my  opinion  on 
pending  legislation — and  I  have  some  very  positive  opinions  oi 
subject— I  shall  be  very  glad  to  give  it. 

Mr.  BuLKLEY.  We  shall  be  very  glad  to  hear  you. 

Mr.  Robinson.  As  I  understand  it,  there  are  three  bills  pen( 
two  of  them  providing  for  Government  loans,  and  one  of  them 
American  commission^  bill,  providing  for  a  system  of  small  bi 
"  independent  competitive  banks,"  as  the  commission's  report 
them,  with  a  minimum  capitalization  of  $10,000,  and  any  grou 
10  men  possessing  $10,000  can  start  a  land  bank. 

I  have  given  the  matter  of  land  credit  a  great  deal  of  thougl 
think  that  this  bill  possesses  three  very  vulnerable  points. 

Mr.  BuLKLEY.  You  are  speaking  now  of  the  Fletcher-Moss 
the  commission  bill,  are  you  ? 

Mr.  Robinson.  Yes;  the  Fletcher-Moss  bill,  the  commission 
I  have  jotted  down  a  few  points  which  I  will  try  to  bring  out 

The  first  objection  is  that  legislation  on  these  lines  will  be 
fectual.  I  do  not  believe  the  law  will  accomplish  what  it  is  desij 
to  accomplish.  One  very  important  point,  it  seems,  has  been  ( 
looked,  and  that  is  the  bringing  of  the  investor  and  the  ft] 
together.  Until  you  can  do  that  and  establish  a  system  that 
command  the  confidence  of  the  little  man  with  $10  in  the  sa^ 
bank  or  with  $5  in  his  stocking  or  with  $25  or  $50  in  his  bail 
and  loan  association,  I  do  not  see  how  you  will  ever  be  able  to  t 
the  desired  relief  to  the  farmer. 

Mr.  Hayes.  Why  should  this  bill  not  do  it? 

Mr.  Robinson.  In  the  first  place,  can  you  sell  the  debentures 
little  bank  with  a  capitalization  of  $10,000?  Will  they  sell  oa 
of  the  immediate  vicinity  of  the  issuing  bank?  Will  you,  who 
in  Washington,  or  I,  who  live  in  New  York,  invest  in  the  Ntt 
Land  Bank  of  Skaneateles,  N.  Y. — about  which  we  know  abfiol 
I20thingf 
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JLYE8.  Of  course  not. 

0BIN80N.  Now,  that  is  the  crucial  point.  Unless  you  devise 
I  that  will  command  the  confidence  of  the  investmg  public 
legislate  from  now  until  the  last  trumpet  call  and  our 
wiU  only  find  that  they  can  not  get  enough  credit  to  pay 
'  halos. 

AYES.  Well,  our  banks  in  our  county  have  $12,000,000  in  their 
banks,  and  they  can  not  accept  more  than  $13,000  from  any 

OBiNSON.  Yes. 

[ayes.  Now,  they  are  getting  4  per  cent  on  that.    If  -they 

it  a  bank  had  started  at  San  jose,  Cal.,  and  knew  the  people 

Bad  of  it,  and  knew  that  the  Grovernment  was  examimng  it, 

;  a  Government  official  certified  to  their  securities  and  was 

track  of  them,  what  is  to  prevent  those  people  from  invest- 

lat  sort  of  securities — say  at  4^  per  cent  interest? 

lOBLNsoN.  The  ffovernmental  examination  of  these  banks — 

U  it  consist  off 

[ayes.  Well,  there  is  a  Government  officer  who  has  charge 

e  securities. 

ULKiiEY.  However  that  may  be,  Mr.  Robinson,  that  could  be 

I  in  the  bill.    Assuming  that  there  was  a  good  Government 

ion,  how  would  it  work? 

[ayes.  Yes;  suppose  that  we  have  got  it  so  that  there  is 

safety? 

lOBiNSON.  I  mean  this — that  the  Government  supervision 

I  in  the  bill  now  is  not  very  much;  the  fiduciary  agent  is 
see  that  there  are  a  certain  number  of  mortgages  for  the 
es  that  are  outstanding. 

ULKLEY.  You  are  right  about  the  Government  supervision 

II  is  drawn;  it  does  not  amount  to  much.  But  suppose  we 
bat  and  have  Government  appraisers? 

3BINSON.  Government  appraisers  might  help  it  very  much. 

jlkley.  Do  you  think,  then,  the  bonds  would  have  a  market? 

3BINS0N.  I  do  not  think  they  would. 

ELDOMRiDGE.  Supposc  there  was  some  central  association  in 

I,  through  which  these  bonds  would  be  issued  ? 

OBiNSON.  I  am  coming  to  that. 

AYES.  Before  you  go  any  farther  I  would  like  to  say  that 

iary  agent,  according  to  tliis  bill,  has  something  more  to  do 

see  that  the  mortgages  underly  the  debentures.    They  are 

eping;  he  keeps  the  record  of  them. 

OBINSON.  Well,  the  books  and  records  would  not  run  away ; 

slants  them. 

AYES.  But  the  securities  are  in  his  hands. 

3BIN80N.  Nobody  wants  the  securities. 

AYES.  Well,  they  can  not  be  hypothecated  over  again ;  there 

be  any  crooked  work  done. 

OBINSON.  As  far  as  that  is  concerned,  you  have  very  little 

it  crookedness  of  that  kind.     It  is  the  dishonest  appraisal 

lan  the  destruction  or  the  doing  away  with  the  securities 

Id  cause  the  trouble. 

^YES.  Of  course  there  is  the  danger  there. 
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Mr.  BuiiKLEY.  According  to  the  bill  the  fiduciary  agent  has  n 
any  responsibility  as  to  the  value  of  the  mortgage  imderlyingt 
bonds. 

Mr.  Robinson.  Furthermore,  it  will  take  several  years  before  s\ 
a  system  could  be  extended  to  all  parts  of  the  country. 

Mr.  Hayes.  Would  it  not  take  several  years  for  any  system  to 
under  way? 

Mr.  Robinson.  Not  quite  as  long  as  this.    I  will  come  to  that 

Then  the  returns  from  a  small  bank  are  not  sufficiently  attract 
and  many  parts  of  the  country  will  probably  never  have  a  land  h 
Suppose  here  is  a  $10,000  bank.  They  can  issue  debentures  u] 
$150,000.  They  are  permitted  to  charge  a  premium  of  1  per  c 
which  is  $1,500  a  year.  They  can  accept  deposits  of  25  per  cen 
their  capitalization. 

Mr.  Hayes.  Fifty  per  cent. 

Mr.  Robinson.  All  right ;  there  is  $5,000  more  on  which  they 
have  to  pay  interest. 

Mr.  Hayes.  Four  per  cent  in  my  country. 

Mr.  Robinson.  Yes.    Now,  probably  the  total  income  that  t 
banks  can  have  is  probably,  on  a  $10,000  bank,  $2,500  a  year, 
you  tell  me  how  such  banks  can  multiply  very  rapidly?    Whei 
the  profit? 

Mr.  Hayes.  Personally  I  do  not  think  the  $10,000  bank  wil 
much  business.  I  think  the  business  will  be  done  by  large  bi 
ultimately. 

Mr.  Robinson.  There  is  another  point.  I  think  I  have  stated 
the  banks  were  too  small  to  inspire  confidence.  In  addition,  t 
very  number  will  create  confusion  and  distrust.  The  Federal  i 
ciary  agent  is,  of  course,  simply  a  figurehead.  All  he  does  i 
put  his  name  to  the  debenture  and  see  that  there  are  certain  pa 
m  the  strong  box ;  that  is  about  the  extent  of  his  supervision. 

Mr.  Badow.  That  amounts  really  to  a  Government  guaranty, 
fiduciary  agent  is  actually  the  representative  of  the  commissi* 
of  farm-land  banks. 

Mr.  Robinson.  Does  that  guarantee  them? 

Mr.  Badow.  It  does  not ;  but  when  it  comes  down  to  a  legal  (\ 
tion,  although  I  am  not  a  lawyer 

Mr.  Hayes  (interposing).  There  is  no  guarantee. 

Mr.  Bulkley.  No;  he  is  not  required  to  guarantee  them. 

Mr.  Badow.  I  understand  he  countersigns  the  bonds. 

Mr.  Bui.KLEY.  He  countersigns  the  bonds,  but  that  means  • 
that  there  is  a  mortgage  behind  them;  it  does  not  mean  that 
mortgage  is  good;  it  simply  means  there  is  security  there;  it  does 
mean  that  the  security  is  good. 

Mr.  Robinson.  I  admit  that  some  of  these  little  banks  wil 
able  to  sell  their  debentures;  but  with  the  competition  for  fi 
among  these  small  banks  the  debentures  will  require  a  high  rtt 
interest  to  make  them  attractive,  and  that  means  a  high  rate  t 
paid  by  the  farmer  for  his  loan  and  leaves  him  where  he  is  to- 
The  banks  will  also  endeavor  to  make  their  loans  for  as  short  a  i 
hs  possible  in  order  to  ^et  as  much  profit  as  possible  from  renei 

Now,  what  I  have  said  covers  only  one  of  my  objections  that 
bill  will  be  ineffectual. 
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TPhe  second  objection  is  that  there  are  real  elements  of  danger  in 
bilJ  of  this  sort.  The  capital  is  so  low  that  it  is  practically  an  in- 
tation  to  irresponsible  persons  to  go  into  the  business.    There  will 

a  deluge  of  small  banks  of  indigestible  debentures,  and  that  is 
re  to  cause  trouble.  The  necessary  limitation  of  a  bank's  opera- 
>iis  as  to  territory  will  increase  risk  in  case  of  floods,  crop  failures, 

other  purely  local  happenings,  and  small  losses  will  prove  dis- 
brous.  It  won't  take  much  for  one  of  these  small  banks  to  be 
ped  out.  Let  us  say  there  is  a  little  bank  on  the  Mississippi  and 
e  of  its  little  floods  occurs.  The  farmers  are  wiped  out  and  can 
t  meet  their  obligations  and  the  loss  of  one  year's  interest  on  its 
bentures  will  practically  wipe  the  bank's  entire  capital. 
Mr.  Badow.  Fardon  me,  but  as  it  is  now,  I  do  not  think  that  the 
•mer  who  lives  so  near  the  Mississippi  River  that  he  is  liable  to 
flooded  can  get  any  loan  on  his  land  at  all.    Something  ought  to 

done  for  that  man.  I  know  our  company  would  not  loan  on  a 
we  of  land  that  had  any  overflow,  at  the  time  I  was  connected  with 

There  is  no  chance  for  that  man  to  get  a  loan  at  all,  because  his 
;tle  will  be  drowned,  as  well  as  his  lana  being  overflowed,  and  so  he 
lid  not  get  money  on  a  chattel  loan  either.  Something  ought  to 
done  for  him. 

Mr.  BoBiN€iox.  I  will  come  to  that,  if  you  will  permit  me.  I  just 
Jit  to  cover  the  objections  to  the  bill. 

rhere  is  also  danger  of  land  speculation  and  fraud.  What  is 
sre  to  prevent  a  number  of  land  sharks,  who  own  about  10,000 
res  of  swamp  land  somewhere,  from  forming  a  land  bank  and 
fins  to  a  prospective  purchaser  of  40  acres,  "Here  is  a  national 
id  bank  ready  to  loan  you  $2,000  upon  that  piece  of  land ;  it 
rely  must  be  worth  $4,000.  That  bank  is  supervised  by  the  Gov- 
iment"?  In  that  way  they  can  inflate  land  values  without  limit. 
hat  is  there  to  prevent  such  inflation  or  to  prevent  the  system  from 
bg  used  simply  as  a  stalking  horse  for  land  sharks  to  sell  their 
>rmless  land  at  inflated  prices?  I  think  this  is  really  a  grave 
irce  of  danger. 

Much  emphasis  is  laid  upon  this  Federal  fiduciary  agent.  His 
e  function,  as  I  understand  it,  is  to  see  that  the  debentures  do 
t  exceed  the  mortgages.    He  knows  nothing  of  the  intrinsic  value 

the  underlying  mortgages,  and  jret  his  name  on  the  debenture 
ill  endow  it,  in  the  public  mind,  with  a  sense  of  safety  which  the 
curity  does  not  possess.  Furthermore,  default  by  one  bank  will 
idermine  confidence  in  general,  and  the  slightest  shock  is  sure  to 
eate  panic  and  distrust. 

My  third  objection  is  that  such  a  system  is  cumbersome  and  abso- 
tely  unnecessary.  Why  not  make  use  of  as  much  of  the  existing 
icninery  as  possible?  There  is  no  need  of  creating  new  banks. 
iltiplicity  and  duplication  of  banks  is  highly  imdesirable.  The  ex- 
ing  banks,  of  which  we  have  25,000 — State  and  national,  trust 
apanies,  savings  banks,  and  so  on — can  do  all  that  any  of 
se*  little  land  banks  can  do,  and  much  better.  Those  located  in 
r1  districts  know  land  values  in  their  vicinity;  they  have  busi- 
I  dealings  with  the  farmer  in  one  way  or  another;  they  under- 
id  the  farmer  and  know  his  needs;  and  most  of  them  are  ex- 
enced  in  the  handling  of  mortgage  loans.  AVhy  can  not  they  do 
lending? 
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All  the  new  mechanism  needed  is  to  enable  these  lending  banks! 
institutions  to  unload  or  "  rediscount "  their  mortgages,  ji^  as  fti 
will  soon  be  able  to  rediscount  their  commercial  and  short-term  fai 
paper. 

Mr.  Hayes.  Well,  you  evidently  do  not  put  much  emphasis  on  i 
proposition  that  these  banks  which  it  is  proposed  to  organize  i 
run  on  long  time  with  an  amortization  feature  which  flie  prea 
banks  do  not  give. 

Mr.  Robinson.  But  what  is  there  to  prevent — ^why  should  i 
any  local  bank  in  a  rural  community  be  willing,  if  it  could  mah 
profit  by  making  20  or  30  year  amortization  loans  to  a  farmer, 
make  such  loans  when  it  knows  that  it  can  immediately  turn  i 
mortgage  over  to  some  one  else  and  get  cash  for  it,  or  its  equivala 

Mr.  Woods.  The  bank  would  be  willing  to  do  that  for  not  to  exa 
one-quarter  of  1  per  cent.    Nearly  all  the  banks  would. 

Mr.  Robinson.  I  am  quite  sure  they  would.  A  number  of  bai 
actually  do  our  work  for  us  for  next  to  nothing.  Now,  if  they  can* 
rive  a  profit  without  in  any  way  interfering  with  their  other  ope 
tions,  there  is  no  reason  why  they  should  not  do  so.  On  the  c 
trary,  it  will  help  their  other  operations,  because  they  will  have 
good  will  of  the  farmers,  thus  making  depositors  and  good  custom 
of  them.  Incidentally,  it  will  help  the  growth  of  the  commun 
which,  of  course,  will  redound  to  their  own  benefit.  Why,  tl 
should  not  a  bank  do  it? 

The  existing  banks  will  be  very  glad  to  loan  to  the  farmers 
long-term  amortization,  under  certain  rules  laid  down  by  the  cen 
institution  and  under  proper  supervision.  They  can  make  the  far 
a  20  or  30  year  loan — I  think  25  years  is  quite  sufficient  for 
country — and  take  that  mortgage  to  the  central  institution  and 
cash  or  its  equivalent  for  it  in  debentures,  whichever  they  pw 
ThOT  can  also  act  as  agents  for  the  sale  of  debentures. 

]Mfr.  Hayes.  I  take  it,  then,  that  you  would  advocate  the  organ 
tion  of  one  central  institution  and  utilize  the  small  ones  as  agent< 

Mr.  Robinson.  Yes;  either  one  or  a  limited  number  of  cen 
institutions. 

Mr.  Hayes.  I  mean  one  in  each  of  the  States. 

Mr.  Robinson.  Well,  if  we  have  12  Federal  reserve  banks,  we 
have  12  land  banks,  if  you  choose;  that  is  a  matter  of  detail. 

Mr.  Hayes.  Yes;  I  understand  your  thought. 

Mr.  Robinson.  One  central  issuing  bank,  or  at  most  a  limited  n 
ber,  is  all  that  is  needed.  Such  bank  or  banks  should  have  a  I 
capitalization  and  close  Government  supervision,  in  order  to  in? 
confidence.  I  think  a  majority,  or  at  least  a  certain  number,  of 
board  of  directors  of  this  central  institution,  should  be  appointe< 
the  President,  by  and  with  the  consent  of  the  Senate.  It  will  I 
be  able  to  market  its  debentures  at  a  low  figure  and  draw  upon 
whole  civilized  world  for  its  funds.  It  may  even  not  have  to 
its  debentures  in  the  market,  but  can  readily  exchange  them  for  m 
gages  held  by  insurance  companies,  philanthropic  foundations, 
other  large  institutions,  as  well  as  for  those  taken  bv  its  correep^ 
ent  banks,  thus  preventing  a  deluge  of  undigestible  debenturec 
the  market,  with  the  resulting  financial  strain. 

Such  bank  can  begin  operations  and  extend  tliem  to  every  | 
of  the  country  with  nttle  loss  of  time.    It  does  not  have  to  cpmI 
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'ge,  cumbersome  machinery  out  of  nothing.     The  machinery  is 

"eady  here  and  waiting  to  be  utilized. 

The  relief  brought  to  our  farming  interests  will  be  immediate 

d  ^neral.     The  competitive  and  independent  system  which  the 

1  aims  to  bring  about  will  be  neither  competitive  nor  independent. 

le  onlv  possible  competition  will  be  for  funds,  and  their  independ- 

ae  will  be  most  conspicuously  shown  against  the  farmer. 

Hie  claim  that  it  is  based  on  American  models  loses  force  in  the 

56  of  the  new  banking  and  currency  law.    It  is  strange  that  the 

Item  of  independent,  competitive  banks,  discarded  as  inadequate 

•  our  commercial  and  industrial  needs  and  thrown  into  the  scrap 

ip,  i^ould  be  recommended  for  adoption  for  our  agriculture. 

Mj.  BuiiKLEY.  We  are  very  much  obliged  to  you,  Mr.  Robinson, 

r  your  statement,  which  we  have  found  very  interesting. 

Ifr.  Hayes.  Yes;  very  much  so. 

(Thereupon,  at  5.40  o'clock  p.  m.,  the  subcommittee  adjourned 

til  to-morrow,  Friday,  March  6,  1914,  at  10.30  o'clock  a.  m.) 
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FRIDAY,    MABCH    6,    1914. 

House  of  Rbpresbntath^es, 

Washingtonj  D.  C. 
The  subcommittee  assembled  in  joint  session  at  10.30  a.  m.,  Hob. 
Robert  J.  Bulkley  presiding. 

Present  also  Senator  Hollis,  Representatives  Stone,  SeldomridgOi 
Moss,  Piatt,  Woods,  and  Ragsdale. 

STATEMENT  OF  HON.  HAEVIE  JOEDAN,  MEMBEE  OF  THE  XnniD 
STATES  COMMISSION  ON  ETTEAL  CEEBITS. 

Mr.  Bulkley.  State  your  name  and  occupation. 

Mr.  Jordan.  My  name  is  Harvie  Jordan.  My  principal  bnsiiieBi 
is  that  of  a  cotton  farmer. 

Mr.  Woods.  Are  you  a  member  of  the  Southern  Commerdil 
Congress? 

]Mfr.  Jordan.  Yes,  sir ;  I  am  a  director  of  it. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  want  to  tfaiak 
you  for  this  opportunity  of  presenting  my  views  on  the  sabjed 
of  rural  credits.  My  discussion  of  the  matter  will  necessarily  bt 
brief,  because  of  my  full  and  complete  indorsement  of  the  report  and 
suggested  bill  for  the  creation  of  national  farm-land  banks,  pre*' 
sented  to  your  committee  by  the  United  States  Commission  on  Rml 
Credits,  of  which  I  have  the  honor  to  be  a  member. 

In  discussing  any  phase  of  rural  credits  I  shall  do  so  entirely  from 
the  standpoint  of  a  farmer  and  with  no  purpose  save  that  of  en- 
deavoring to  aid  in  the  general  uplift  and  betterment  of  Americas 
agriculture.    I  have  been  engaged  in  farming  in  the  State  of  Georgia j 
all  my  life.     I  believe  that  a  well-defined  system  of  farm  finanoaj 
in  the  United  States  should  first  begin  with  land  as  the  basis  <rfj 
security. 

This  should  supersede  any  plan  which  may  hereafter  be  pro* 
posed  for  short  time  personal  cooperative  credit  banksf  amoi^ 
farmers,  and  must  necessarily  precede  any  system  for  the  orgtiB- 
zation  of  cooperative  marketing  societies  among  farmers.  Tfcl 
land-mortgage  bank  first  laid  the  foundation  for  the  emancipatioi' 
of  European  farmers  from  the  usurer,  and  it  must  be  the  bisil 
upon  which  American  farmers  can  secure  their  freedom  and  »* 
habilitate  American  agriculture.  Any  impartial  student  of  hxB 
economics  in  this  country  must  reach  that  conclusion.  My  indoai^ 
ment  of  the  suggested  national  farm-land  bank  bill  submitted  ^ 
the  United  States  commission  is  based  upon  the  following  reasoi 

First.  Such  bank  will  be  under  the  control  and  supervision  ' 
the  National  Government,  which  assures  confidence  to  the  boi 
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d  protection  to  the  investors.  It  ffives  uniformity  in  operation 
d  provides  a  system  of  banking  wnich  will  be  profitable  to  the 
^cknolders,  and  at  the  same  time  enable  borrowers  to  secure  loans 
the  lowest  rates  of  interest  and  upon  the  most  satisfactory  and 
>eral  terms  of  repayment  of  the  obligation.  It  liquifies  our  landed 
set  which  is  the  best  security  in  the  Nation  and  enables  land  to 
*ve  three  distinct  and  valuable  purposes,  namely,  a  contented 
mestead  for  the  owner,  the  true  source  of  capitalizing  the  business 
agriculture,  and  for  the  production  of  crops  upon  the  most  eco- 
mic  basis.  These  are  the  three  fundamental  principles  which 
derlie  a  peaceful,  happy,  and  progressive  rural  lite. 
Second.  The  establishment  of  such  banks  as  proposed  under  the 
ms  of  the  suggested  bill  will  tend  to  rapidly  eniorce  uniformity 
our  State  laws  regarding  land  titles  and  homestead  exemptions. 
Third.  It  will  reduce  the  present  high  interest  rates  paid  by  Amor- 
n  fanners  who  own  lana,  because  the  system  provides  gilt-edge 
lurity  in  the  form  of  bonds,  issued  against  land  mortgages,  while 
ieving  the  capital  of  the  banks,  the  mortgages,  and  the  bonds  from 
cation.  • 

Fourth.  Such  banks  will  be  popular  because  the  volume  of  busi- 
SB  to  be  transacted  will  be  practically  unlimited  and  good  profits* 
jU  assured. 

Fifth.  Because  the  bill  provides  for  the  establishment  of  small 
0,000  cooperative  farm-land  banks  by  farmers,  thus  encouraging 
e  cooperative  features  in  finance  among  farmers  and  thereby  the 
adual  elimination  of  the  expensive  middleman,  who  is  a  burden 
Ui  upon  the  producer  and  the  consiuner. 

At  tne  present  time  farmers  in  the  South  are  paying  from  8  to 
I  per  cent  discount  on  short-time  personal  loans  and  from  40  to  60 
IT  cent  on  supplies  bought  on  credit.  I  contend  that  no  business 
in  prosper  under  these  conditions,  and  increasing  tenantry  and  a 
x)wing  distaste  for  farm  life  is  the  natural  result. 
These  farm-land  banks,  as  suggested  here,  are  restricted  both  in 
le  amount  of  business  which  they  can  do  and  the  amount  of  loans 
hich  can  be  made  to  a  borrower,  and  their  transactions  will  be  care- 
dly  supervised  by  a  Federal  examiner  and  their  business  is  under 
le  joint  supervision  of  a  Federal  officer. 

As  far  as  possible  the  bill  provides  reasonable  restrictions  for  the 
e  of  money  borrowed,  in  order  to  prevent  the  misuse  of  a  system 
lich  is  intended  solely  to  aid  fanners  in  the  development  of  their 
rming  operations. 

Ifen  who  are  annually  producing  10  billions  of  dollars  of  wealth 
d  who  would  be  compelled  under  this  bill  to  put  up  as  security 
of  good  securities  for  each  dollar  borrowed  can  be  depended  upon 
make  proper  use  of  the  funds  they  secure  from  a  farm-land  bank, 

E Tactically  every  farmer  who  owns  land  has  already  had  more 
sss  experience  in  borrowing  money  from  banks  to  operate  their 
sdnesB. 

rhe  method  of  amortization  as  applied  to  long-term  loans  on 
rm  lands  has  my  unqualified  approval,  and  the  right  and  necessity 
gradually  liquidating  these  long-term  loans  will  be  of  decided 
rantage  to  a  borrower. 

rhe  observations  of  the  members  of  the  United  States  commission 
£uropean  countries  confirm  the  fact  that  land-mortgage  banks 
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were  absolutely  safe  institutions,  that  the  bonds  issued  were  popul 
with  investors,  and  that  the  system  had  established  agriculture  up 
a  sound  and  profitable  basis. 

I  favor  the  restrictions  as  set  out  in  the  suggested  bill  with  refi 
ence  to  deposits  and  the  use  of  the  farm-land  bank  capital  for  e 
gaging  in  commercial  banking.  I  favor  the  deposit  of  postal  savin 
and  other  trust  savings  funds,  State  and  national,  in  such  ban 
under  the  conditions  as  prescribed  in  the  bill. 

Now,  gentlemen,  those  are  my  views  in  regard  to  the  bill.  ( 
course  I  would  be  glad  to  answer  any  questions  that  you  may  ask  i 
concerning  it. 

Senator  Hollis.  How  do  you  feel,  Mr.  Jordan,  about  any  dire 
loans  by  the  Government  to  farmers? 

Mr.  Jordan.  I  do  not  favor  the  lending  of  money  direct  to  lan< 
owners  by  either  our  State  or  Federal  Government.  America 
farmers  who  own  the  lands  possess  the  highest  type  of  gilt-edp 
security  in  this  country,  and  the  only  thing  needed  to  convert  the 
lands  into  a  liquid  asset  most  attractive  to  investors  is  to  provide  tl 
right  kind  of  governmental  machinery  for  handling  the  securit 
The  direct  financing  of  American  landowners  by  the  Federal  Go^ 
ernment  would  open  the  doors  to  a  system  of  paternalism  which 
obnoxious  to  American  manhood,  and  our  free  institutions.  Dire 
Government  aid  should  never  be  encouraged  or  resorted  to  excej 
in  those  cases  where  the  individuals  seeking  such  aid  are  unable  b 
environment  or  condition  to  help  themselves. 

Senator  Hollis.  Can  you  think  of  any  suggestions  that  migl 
help  the  committee  along  the  line  of  indirect  help  through  banks! 

Mr.  Jordan.  Through  the  banks? 

Senator  Hollis.  Yes. 

Mr.  Jordan.  Is  your  question  with  regard  to  the  land-mortgag 
banks  ? 

Senator  Hollis.  Yes :  anything  to  help  the  system  to  get  on  ia 
feet,  until  it  is  well  established. 

Mr.  Jordan.  I  think  the  fact  that  you  would  put  into  operation  I 
system  of  national  farm-land  banks  under  the  supervision  of  th 
(government  will  give  to  the  system  all  the  aid  necessary  to  mih 
these  banks  popular. 

Mr.  BuLKLEY.  Do  yon  believe  it  will  be  desirable  to  coordimii 
these  banks  into  State  units,  as  has  been  suggested  by  some  of  (* 
witnesses?  . 

Mr.  Jordan.  I  do  not  believe  that  restriction  of  that  kind  shoiu| 
be  placed  upon  the  system.  It  would  be  natural  to  suppose  thit  i 
multiplicity  of  those  banks  would  not  be  organized  in  any  one  Sfa* 
because  the  subscribers  to  the  capital  stock  of  the  banks  would  i| 
limited  to  the  amount  of  business  to  be  done  and  if  too  many  biil( 
were  created,  as  a  matter  of  course,  the  business  of  each  bank  wodi 
be  extremely  limited. 

Mr.  Seldomridge.  Suppose  we  should  provide  for  the  esiiblidl 
ment  of  one  large  mortgage  bank  in  one  particular  State  wiA  A 
power  given  to  that  institution  to  establish  branches  in  diftiil 
sections  of  the  State ;  would  not  an  institution  of  that  land  comflMi 
more  confidence  than  a  number  of  institutions  without  any  coor& 
tion? 
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Ir.  Jordan.  I  think  perhaps  in  the  beginning  it  would,  but  I  think 
n  the  right  to  establish  branch  banks  should  be  limited  to  a  cer- 
1  number  of  counties. 

►It.  BtiLKELY.  Do  you  not  think  a  larger  unit  could  sell  bonds 
re  economicaly  than  so  many  small  units? 
At.  Jordan.  I  do,  unquestionably. 

ilr.  BuLKUEY.  That  is  to  say,  there  would  be  less  expense  and  also 
etter  market  for  the  bonds,  would  there  not  ? 
dr.  Jordan.  Yes;  undoubtedly. 

At,  Bulkley.  Then  what  is  your  suggestion  ?  Would  you  suggest 
t  it  would  be  desirable  to  make  it  permissive  for  these  banks  to 
er  into  State  institutions,  but  not  compulsory? 
At,  Jordan.  Our  bill  provides  that  not  only  shall  these  land  banks 
organized  as  separate  and  distinct  institutions,  but  that  other 
Lte  institutions  may  come  into  the  sysem. 

At.  Bulkley.  Yes;  but  it  does  not  coordinate  with  them  in  any 
y  because  it  does  not  provide  for  a  larger  unit  to  issue  bonds. 
w,  you  say  you  think  a  larger  unit  may  issue  bonds  more  econom- 
Uy,  and  I  was  trying  to  get  your  idea  as  to  whether  it  would 
desirable  to  make  that  compulsory  for  the  banks  to  enter  into  the 
ger  unit  or  merely  permissive? 

At.  Jordan.  I  think  that  if  we  had  one  central  bank  in  each  State 
ich  would  have  the  right  to  issue  these  bonds  and  market  them  it 
dd  be  more  economically  done  and  would  perhaps  attract  more 
^estors  than  a  large  number  of  these  banks  limited  in  capital 
king  the  same  market. 

At.  BuLKiiBY.  Do  you  think  that  these  land-mortgage  bonds  will 
npete,  for  instance,  with  New  York  City  bonds,  which  are  also 
:  exempt  and  sell  on  a  basis  of  less  than  4|  per  cent? 
At.  Jordan.  My  belief  is  that  they  would  sell  more  readily. 
At.  Bulkley.  Do  you  think  they  would  bring  a  lower  rate  of 
erest  than  the  New  York  City  bonds? 

At.  Jordan.  I  believe  that  they  would,  because  the  security  offered 
better  and  their  method  of  repayment  is  more  attractive.  The 
leral  sentiment  among  the  people  of  this  country  is  that  land 
he  safest  investment  in  which  money  can  be  put. 
d[r.  Bulkley.  Can  you  justify  that  by  experience?  Did  you  find 
bonds  abroad  selling  on  a  basis  of  competition  with  municipal 
ids? 

St.  Jordan.  In  Europe  they  do.  They  sell  in  competition  with 
best  commerciol  bonds. 

f  r.  Bulkley.  Do  you  not  think  there  is  some  distinction  between  the 
ditions  there  and  here?  Do  you  not  think  that  something  de- 
ids  upon  these  securities  being  well  seasoned? 
fr.  Jordan.  Well,  perhaps  so,  but  the  fact  is  nevertheless  true  that 
estors  in  the  land  bonds  in  Europe  regard  them  as  safe  as  Gov- 
ment  bonds. 

fr.  Bulkley.  Yes ;  but  land  bonds  in  Europe  are  not  in  any  sense 
ew  thing  as  these  land  bonds  we  are  proposing  here  would  be. 
you  think  you  can  start  right  off  at  full  speed  ? 
It.  Jordan.  I  believe  you  would.    You  see,  Mr.  Chairman,  land 
he  United  States  now  has  a  stable  value.    A  quarter  of  a  century 
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ago,  with  the  millions  and  millions  of  public  lands  thrown  open  to 
the  public,  that  was  not  so,  but  that  gave  land  more  or  less  circula- 
tive  value.  But  those  large  Government  possessions  have  been  home- 
steaded  and  we  have  reached  a  point  in  our  agricultural  development 
in  this  country  where  there  are  no  more  of  these  large  domains  to 
be  thrown  open  to  public  settlement,  and  consequently  the  lands  in 
the  United  States  now  are  becoming  as  stable  as  any  other  well-estab- 
lished security. 

Mr.  BuiiKLEY.  Do  you  think  they  are  as  stable  as  lands  in  France 
or  Germany? 

Mr.  Jordan.  They  are  as  stable;  yes,  sir. 

Mr.  Weaver.  Do  you  mean  all  over  the  country?  Are  yoo 
familiar  with  the  conditions  in  a  new  country,  for  instance  a  country 
like  Indian  Territory  and  New  Mexico  and  the  southwestern 
country  ? 

Mr.  Jordan.  I  am  not  familiar  with  those  sections. 

Mr.  Weaver.  I  think  your  position  would  probably  be  changed 
if  you  knew  the  conditions  in  that  section  of  the  country  as  well  I  do. 

Mr.  Jordan.  I  am  not  as  familiar  as  you  are. 

Senator  Hollis.  The  plan  is  to  issue  dollar  for  dollar  of  bonds 
against  the  mortgages ;  that  means  that  the  only  chinking  in  between 
the  bonds  and  the  liability  to  the  mortgagor  is  the  capital  and  sur- 
plus, if  any,  and  reserve,  possibly,  of  these  banks.  Do  you  think 
that  if  the  business  is  done  with  reasonable  care  and  intelligence 
there  will  not  be  any  loss  to  the  banks  through  mortgages  that  are 
not  good?     Do  you  think  it  is  possible  to  contemplate  that? 

]\^.  Jordan.  It  will  largely  depend  upon  the  appraisement  of 
the  land  offered  for  the  security. 

Senator  Hollis.  Do  you  think  the  appraisement  is  likely  to  be 
done  under  the  terms  of  this  bill  so  that  there  will  not  be  more  or 
less  bad  mortgages  get  through? 

Mr.  Jordan.  I  do,  for  this  reason;  because  the  bank  which  issues 
the  bond  has,  in  addition  to  the  mortgage  security,  all  of  its  capital 
and  surplus. 

Senator  Hollis.  Yes;  I  assume  that.  But  that,  of  course,  would 
only  be  enough  to  take  care  of  one-fifteenth  oi  the  outstanding 
bonds  under  this  bill,  unless  they  accumulated  a  surplus;  and  my 
question  is,  judging  from  your  experience,  and  what  you  learned 
in  Europe,  should  you  expect  that  all  these  mortgages  should  turn 
out  to  be  worth  100  cents  on  the  dollar? 

Mr.  Jordan.  I  would.  Now,  if  you  only  lend  50  per  cent  of  the 
appraised  market  value  of  any  improved  lands,  it  appears  to  me 
that  it  is  very  much  safer  than  the  present  rule  of  our  commercitl 
banks  in  lending  60  per  cent  of  the  face  value  of  commercial  papff. 

Senator  IIoixis.  I  do  not  quite  get  what  you  mean  by  that,  0)L    i 
Jordan.     They  loan  the  full  value. 

Mr.  Jordan.  No,  sir;  as  a  rule,  they  do  not;  they  only  lend  60  per 
cent  of  the  face  value  of  the  notes  that  are  sent  up  for  rediscount 

Senator  Hollis.  Oh,  I  see  what  you  mean.  You  mean  redis- 
count ? 

Mr.  Jordan.  Yes. 

Senator  Hollis.  That  is  not  what  is  contemplated  imder  llie 
Federal  reserve  act.  They  are  supposed  to  come  along  at  their 
face  value. 
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JoBDAN.  Then,  clearly  security  placed  upon  land  at  50  per 
f  its  value  is  safer  than  loans  made  upon  a  note  with  douDle 
:y  behind  it  at  100  cents  on  the  dollar, 
ator  HoLUS.  I  think  that  is  apparent. 

BuLKLET.  Are  you  not  losing  sight  of  the  distinction  that  the 
age  note  is  supposed  to  be  worth  its  face  value,  but  it  is  sup- 
to  have  double  security  behind  it,-  while  a  commercial  note  is 
5ed  to  be  worth  its  face  value,  but  might  have  one  hundred  times 
e  value? 

itor  HoLLis.  I  think  the  people  generally  think  that  a  note  that 
ired  by  a  land  mortgage  at  50  per  cent  of  the  fair  appraised 
would  be  a  safer  proposition  than  a  commercial  loan.  Fre- 
y  a  man  has  good  commercial  rating  when  he  is  hollow  and 
o  pieces  with  a  shock.  The  land  is  still  there.  The  only 
r  would  be  that  it  has  been  appraised  too  high. 
BuLKLEY.  The  land  is  more  apparent  than  in  the  case  of  com- 
.1  paper. 

Jordan.  This  is  true:  the  bankers  in  the  South  will  tell  you 
ley  never  lose  any  money  on  loans  made  to  farmers,  and  their 
will  show  it,  as  a  general  rule. 

itor  HoLLis.  You  mean  mortgage  loans  of  both  kinds  ? 
Jordan.  Mortgage  loans.    That  is  personal  property  and  also 

itor  Hoixis.  I  asked  you  because  I  know  you  had  studied  it  in 

tical  way  and  had  been  to  Europe.     I  wondered  if  it  was  the 

oi  the  commission  that  all  of  these  loans  would  be  good  if  the 

sal  was  sound. 

Jordan.  I  think  a  great  deal  depends  upon  the  appraisal. 

itor  HoLUS.  Yes;  it  must. 

Platt.  You  said  that  farm  land  was  just  as  staple  and  valu- 

.  this  country  as  in  Germany. 

Jordan.  No;  I  did  not  say  that. 

Platt.  What  did  you  say? 

Jordan.  I  said  they  were  becoming  stable. 

Platt.  I  believe  tfie  gentleman  representing  the  grange  who 

•ed  here  the  other  day  told  us  that  the  farm  he  owned  increased 

le  125  per  cent,  although  it  was  not  as  productive  now  as  it 

hen  he  first  bought  it.     How  do  you  explain  such  conditions 

:? 

Jordan.  Well,  that  is  true,  in  a  general  way,  all  over  the 
y;  the  values  of  farm  lands  are  increasing  every  year. 

Platt.  Without   regard   to   the   productivity   of   the   land? 

you  not  say  that  the  value  would  have  been  at  least  possibly 
'  speculative? 
Jordan.  Xo,  sir:  not  any  more  so  than  the  increase  of  value 

estate  in  the  cities  and  towns. 

Pi.att.  When  you  say  that  you  give  the  whole  thin^r  away. 

3  the  value  of  the  real  estate  in  the  cities  and  towns  is  very 

ery  largely  speculative. 

Jordan.  Not  the  normal  increase. 

Platt.  Tf  lands  will  increase  in  value,  as  they  have  in  a  gi-eat 

parts  of  the  country,  more  than  100  per  cent,  without  any 

to  the  increased  productivity,  is  it  going  to  be  always  safe  to 
)  per  cent  on  that  land? 
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Mr.  Jordan.  I  think  if  it  continues  to  increase  it  will  be  very  safe. 

Mr.  Platt.  In  other  words,  the  higher  you  can  get  the  land  up  the 
safer  it  will  be  to  loan  50  per  cent  on  it? 

Mr.  Jordan.  The  value  of  lands  in  this  country  is  far  behind  the 
value  in  other  great  agricultural  countries. 

Mr.  Van  Cortlandt.  Will  you  permit  me  to  make  a  statement! 

Mi*.  BuLKLEY.  Yes. 

Mr.  Van  Cortlandt.  It  seems  to  me  that  the  question  is  whether 
this  is  the  time  to  form  these  banks ;  whether  through  the  increase  of 
population  and  wealth  of  this  country  land  values  are  suflRcientiy 
staole.  Undoubtedlv  30  or  40  years  ago  I  do  not  think  you  could 
have  founded  these  banks,  because  land  was  very  unstable,  owing  to 
small  population  and  small  wealth.  Now  we  are  approximating 
conditions  in  Europe,  which  means  the  greatest  stability  of  land 
You  can  not  *use  land  for  banking  and  credit  if  the  fluctuations  in 
value  are  too  violent,  because  if  you  were  to  loan  a  reasonable  amount 
on  it  it  might  decrease  in  ^alue  and  you  would  lose,  and  the  loan 
would  not  be  good.  But  it  seems  to  me  now  that,  at  least  in  a  grcit 
many  States,  we  have  reached  the  point  where  land  would  not  fluc- 
tuate too  violently,  so  that  a  loan  based  on  a  reasonable  appraise- 
ment of  the  value  of  the  land  would  be  quite  safe. 

Mr.  SELDOMRrooE.  Do  you  not  think  general  appraisement  of  the 
land,  such  as  would  be  provided  for  in  the  operation  of  this  system, 
would  have  a  tendency  to  stability  of  value  or  farm  lands? 

Mr.  Van  Cortlandt.  I  think  this  system  of  banks  would  tend  to 
stability  of  land  values,  and  in  that  way  would  help  that  very  tbin£. 
That  is  necessary  for  the  banks.  The  two  things  would  work  in  wiUi 
each  other.  If  you  can  make  it  easier  to  borrow,  easier  to  mortgage 
land,  that  will  tend  to  stabilize  it,  and  it  will  bring  in  large  amounts 
of  money  that  does  not  come  in  now. 

Mr.  Seldo.acridge.  Are  you  sufficiently  familiar  with  the  value  of 
farm  lands  that  you  would  yourself  state  as  a  general  proposition 
that  you  think  farm  land  is  too  high  in  this  country  or  too  low? 

Mr.  Van  Cortlandt.  That  would  depend  upon  the  yield  that  you 
can  get  out  of  it,  so  that  question  would  depend  very  largely  on  the 
locality.  • 

Mr.  Seldomridge.  There  has  been  a  general  advance  on  all  products 
of  the  farm  to  an  amazing  degree. 

Mr.  Van  Cortlandt.  This  brings  up  the  point  that  I  have  9«d 
in  the  testimony,  that  this  may  be  bad  because  it  would  tend  to 
bring  about  speculation  in  land,  and  tend  to  raise  the  price  of  land; 
but  I  do  not  attach  any  great  importance  to  that,  it  through  this 
system  you  can  raise  twice  as  much  on  the  land  so  that  on  a  price  of 
$500  an  acre  you  can  get  6  per  cent  or  8  or  10  per  cent  interest  on 
$200  an  acre.    It  seems  to  me  that  a  country  is  great  according  to  its 
resources.     Countries  have  to  compete  with  other  countries.    If  ^ 
can  increase  values  in  this  country,  giving  ils  greater  wealth  and 
greater  credit,  as  long  as  it  is  a  sound  value — and  it  is  sound  if  thi 
price  which  you  pay  will  yield  vou  a  reasonable  income — that  then  yd 
can  not  say  that  there  is  any  objection  to  land  selling  at  $600  an  acre, 
or  even  more.    For  instance,  I  was  in  Oldenberg,  in  the  northern  otrt 
of  Germany,  and  I  figured  out  there  from  what  they  got  from  tneir 
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land  would  undoubtedly  be  worth  about  $800  an  acre. 

that  if  I  had  told  those  people  up  there  that  it  was  a 
their  land  to  be  worth  $800  an  acre,  that  it  would  be 
»  be  worth  $200  an  acre,  they  would  have  thought  we 
"6  a  queer  people. 

Then  you  base  your  appraisement  of  land  upon  the 
frondering  whether  it  was  based  on  the  productivity  of 

BTE^ANDT.  That  is  the  sound  way  to  base  an  appraise- 
inder  reasonable  conditions. 
iVithout  regard  to  its  selling  value  at  all  ? 
rrLAKDT.  Tne  farming  land ;  yes — of  course,  the  selling 
»« farm  land  within  10  miles  of  a  city  has  a  speculative 
anuenced  by  conditions  that  are  special,  but  naturally 
'  to  appraise  farming  lands  is  what  it  will  return  under 
^ooa  cultivation  in  an  ordinary  year. 

uKiAT.  Col.  Jordan,  have  you  prepared  some  more  remarks? 
jiAN.  I  would  like  to  say,  the  gentleman  said  that  real  estate 
citijes  are  entirely  speculative.  I  want  to  say  that  it  is  not 
ficnlt  to  procure  loans  at  50  per  cent  of  the  market  value 
tate  from  our  large  insurance  companies  and  savings  banks 
tations  of  that  kind,  whereas,  it  is  not  carried  on  so  exten- 
regard  to  our  farm  lands.  So  it  appears  that  the  lenders 
y  are  not  worried  about  the  speculative  values  of  city  real 

*i.ATT.  Here  in  the  city  of  Washington  only  a  few  months 
Ckmiptroller  of  the  Currency  went  to  work  and  marked  down 

IMS  of  certain  real  estate,  and  pretty  nearly  ruined  a  trust 

ly  which  had  to  be  gobbled  up  oy  another  m  order  to  keep 

aeurth. 

JoRDAK.  I  suppose  that  was  due  to  appraisement. 

Platt.  The  appraisement  was  all  right,  when  it  was  made,  ap- 

ly.    I  have  got  some  town  lots  now  that  I  would  like  to  trade 
"  a  Jew  mules. 

BuLKUST.  Mr.  Piatt,  are  we  not  getting  into  a  matter  upon 
I  there  might  be  some  difference  of  opinion  which  is  rather 
'  from  our  subject  matter? 
'.  Platt.  Possibly  so. 

r.  Jordan.  Mr.  Chairman,  the  question  of  short-time  personal 
it  banks  is  a  matter  which  our  commission  now  has  under  in- 

tion,  and  we  hope  to  be  able  to  draft  some  suggestions  along 


p.  BiTi<KLBT.  Can  you  tell  us  whether  you  are  in  favor  of  having 
■me  institution  handle  both  long  and  short  term  credits? 
r.  JoBDAN.  I  can  not  find  any  institution.  Mr.  Chairman,  where 
business  has  ever  been  done.    That  would  be  entirely  specula- 

%  Woods.  Col.  Jordan,  is  not  that  done  by  State  banks? 

\  Jordan.  No,  sir;  I  think  not — that  is,  not  \mder  my  obser- 

n  and  experience. 

•.  Woods.  All  through  the  Mississippi  Valley  it  is  done  entirely 

[ate  banks,  and  I  think  largely  all  through  tne  West. 
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Mr.  Jordan.  I  do  not  know  of  any  bank  doing  a  short-time  com- 
mercial business  and  taking  short-time  deposits  which  could  afford 
to;ffo  into  the  business  of  making  long-term  loans. 

Mr.  Woods.  They  do  that  entirely  with  a  certain  extent  of  their 
money  in  the  Mississippi  Valley  and  all  through  the  West. 

Mr.  Jordan.  Perhaps  so.  I  think  that  right,  to  a  certain  extent 
is  being  given  by  the  new  currency  law  to  national  banks.  I  am  not 
prepared  to  state  positively  just  what  would  be  best  in  regard  to 
that  matter.  Undoubtedly  there  is  absolute  necessity  for  some  sys- 
tem by  which  all  cooperative  farm  banks  can  be  organized  for  the 
handling  of  short-term  personal  credit.  If  something  of  that  kind 
is  not  done  undoubtedly  this  country  will  continue  to  increase  in 
tenantry,  which  is  a  bad  thing  for  agriculture.  My  idea  is,  that  if 
you  develop  a  system  of  small  cooperative  national  banks  with  a 
couple  of  thousand  dollars  each,  to  be  organized  in  conmiimities  of 
farmers  for  the  purpose  of  handling  short-term  personal  paper,  that 
these  small  institutions  may  be  in  some  way  connected  witn  the  State 
farm-land  bank  and  the  national  farm-land  bank,  located  in  that 
State,  so  far  as  it  relates  to  the  handling  of  loans  in  that  particular 
community.  But  it  appears  to  me  it  would  be  much  better  to  con- 
nect those  small  banks,  in  the  handling  of  their  short-term  paper, 
with  the  regional  bank,  because  the  regional  bank  is  engaged  in  that 
particular  line  of  business  and  not  the  farm-land  bank,  except  to  a 
limited  extent.  There  is  a  very  great  demand  in  this  country  for 
those  small  cooperative  farmers  banks.  It  is  almost  impossible  for 
a  tenant  to  ever  become  other  than  a  tenant  under  our  present  system 
of  finance.  In  the  South,  particularly,  and  more  particularly  in 
the  old  States,  the  tenant  is  supplied  by  the  supply  merchant  at  an 
enormous  rate  of  interest,  and  it  presents  no  hope  that  he  can  ever 
accumulate  enough  money  out  of  his  yearly  earnings  to  purchase  a 
farm  and  pay  for  it.  As  a  general  rule,  if  he  breaks  even  at  the 
end  of  the  year  it  is  the  best  that  he  can  do.  For  that  reason  we  find 
that  the  prize  boys  and  girls  on  the  farm  are  drifting  to  the  towns 
and  cities,  and  it  is  due  almost  entirely  to  the  iabsence  of  some  system 
of  finance  which  will  enable  the  farmer  to  operate  his  farm  upon  i 
profitable  basis.  I  believe  in  that  regard  that  there  is  room  for 
Federal  aid  in  the  establishment  of  homesteads  for  people  who  are 
now  operating  as  tenants. 

Mr.  Bi  LKi.EY.  What  would  be  vour  suggestion  for  carrving  thai 
out? 

Mr.  Jordan.  As  I  stated  a  few  moments  ago,  it  is  a  matter  which 
we  are  now  considering,  and  we  have  not  arrived  at  any  definite  or 
positive  conclusion,  and  for  that  reason  I  would  prefer  not  to  enter 
mto  any  detailed  discussion  of  it  at  this  time.  But  undoubtedly  I 
think  that  a  system  of  that  kind  should  be  put  into  operation.  In 
fact,  it  is  a  necessity.  T  regard  it  of  greater  necessity  than  the 
organization  of  farm-land  banks,  b.ut  I  believe  that  the  farm-land 
bank  must  come  first. 

Mr.  BuLKLEY.  You  do  not  mean  that  you  propose  to  have  them 
both  taken  care  of  in  the  same  legislation? 

Mr.  Jordan.  Not  if  it  could  l)e  operated  upon  a  practical  basis. 

Mr.  BuLKLEY.  You  are  not  prepared  to  say  whether  or  not  it 
could  be? 
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Mr.  Jordan.  No;  because  I  know  of  no  system  which  has  been 
perated  successfully  along  that  line,  except  to  a  very  limited  extent. 

Mr.  Hayes.  Perhaps  the  gentleman  does  not  understand.  He 
jfers,  I  take  it,  to  two  systems,  but  provided  for  in  the  same  bill. 

Mr.  BuLKLEY.  Yes.  I  do  not  mean  necessarily  that  the  two  func- 
ons  should  be  performed  by  the  same  institution,  but  that  the  two 
P'stems  might  be  taken  care  of  under  the  same  act. 

Mr.  Jordan.  Under  the  same  general  law. 

Mr.  BuLKLEY.  Yes. 

Mr.  Jordan.  Well,  I  think  that  might  be  done  under  the  same 
^neral  law. 

Senator  Hollis.  The  trouble  is.  Col.  Jordan,  that  you  do  not  know 
whether,  from  the  information  that  you  have,  tney  can  operate 
inder  the  same  system  here  until  they  know  more  about  it?  Is  that 
eally  it? 

Mr.  Jordan.  I  could  not  act  intelligently  on  that  matter  until  I 
mew  what  would  be  the  purview  of  the  small  cooperative  bank.  If 
t  is  to  be  done  upon  the  unlimited  liability  idea,  I  believe  it  is 
absolutely  impossible  in  the  South.  I  do  not  know  how  it  might  be 
in  the  Middle  West. 

Mr.  Weaver.  Can  you  give  us  any  idea  when  your  commission  will 
bave  its  suggestions  and  report  ready  in  regard  to  the  credit,  which 
it  is  studying  now  ? 

Mr.  Jordan.  No,  sir ;  I  can  not.  Of  course,  we  want  to  prepare  it 
it  the  earliest  possible  date. 

Mr.  Ragsdale.  What  is  your  idea  there  about  recommending  that 
he  loans  be  limited  to  a  particular  State? 

Mr.  Jordan.  I  think  that  is  wise. 

Mr.  Ragsdale.  Why? 

Mr.  Jordan.  Because  of  the  different  laws  in  the  different  States. 

Mr.  Ragsdale.  But  the  people  who  are  loaning  the  most  money  in 
his  country,  it  seems  to  me,  from  what  I  know,  on  lands  are  not  con- 
ining  it  to  any  one  State,  and  the  land  loans  that  are  made  to-day 
re  made  by  people  who  loan  them  in  different  States.  Is  that  not 
rue? 

Mr.  Jordan.  That  may  be  true  where  the  institution  is  loaning  the 
loney  itself. 

Mr.  Ragsdale.  But  is  not  this  system  loaning  its  money  itself? 

Mr.  Jordan.  Here  you  are  authorizing  the  institution  to  issue 
onds  predicated  upon  mortgages  secured  to  be  floated  in  a  general 
larket,  and  a  bond  issued  by  that  institution  should  be  of  a  general 
laracter. 

Mr.  Ragsdale.  But,  now,  do  vou  not  think,  for  instance,  the  con- 
iming  public,  you  might  say,  oi  these  bonds  will  be  located  to  a  large 
[tent  in  the  large  cities?  Do  you  not  believe  that  they  would  be 
ore  apt  to  purchase  those  bonds  if  they  were  purchased  through 
eir  local  bankers  or  people  that  they  know,  rather  than  through  a 
mk  in  the  South  on  southern  properties? 

Mr.  Jordan.  Perhaps  these  farm-land  banks  will  have  agencies 
r  the  purpose  of  distributing  those  bonds  in  various  investment 
aters. 

Mr.  Ragsdale.  But  do  you  think  that  it  would  be  wise  to  say  that 
nunicipality  should  sell  its  bonds  only  through  banks  in  its  State — 
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that  they  only  should  handle  them?  Has  it  not  been  shown  that  in 
the  greater  number  of  instances  the  municipal  bonds  have  been  pur 
chased  by  banks  in  other  States?  Do  you  not  think  that  the  fanner 
in  the  sale  of  his  bonds  is  entitled  to  the  same  competition  and  the 
same  market  that  the  municipalities  are? 

Mr.  Jordan.  I  do  not  think  that  this  bill  provides  that  shall  not 
be  done.  On  the  contrary,  I  think  that  this  bill  provides  that  those 
banks  can  have  distributing  agencies. 

Mr.  Ragsdale.  On  page  3  of  this  report  (H.  Doc.  No.  679),  it  says: 

In  consequence  the  commission  has  concluded  that  while  competitive  banking 
should  be  encouraged,  yet  the  loans  of  each  bank  should  be  limited  to  one  State. 

Mr.  Jordan.  That  is  the  loan.  That  only  refers  to  the  mortgage 
and  has  nothing  whatever  to  do  with  the  bond. 

Mr.  Ragsdale.  When  you  come  right  down  to  it,  what  is  the  essen- 
tial difference  between  a  bond  and  a  mortgage? 

Mr.  Jordan.  It  was  stated  in  section  44 — 

That  any  national  farm-land  bank  may,  with  the  consent  of  the  commis- 
sioner of  farm-land  banks,  maintain,  either  within  the  State  within  which  it  is 
operating  or  elsewhere,  sales  agents  or  agencies  for  the  sale  of  Its  national  Urnd- 
bank  bonds  or  for  trading  in  the  same. 

Mr.  Bagsdale.  I  realize  that,  that  after  having  acquired  it  it  maj 
avail  itself  of  the  right  of  competition  to  sell  it,  but  why  should  not 
the  farmer  be  entitled  to  the  same  competition  when  he  sells  his 
bonds  ? 

Mr.  Jordan.  All  of  those  bonds  offered  for  sale  are  bonds  which 
have  been  issued  on  security  put  up  by  the  farmer. 

Mr.  Ragsdale.  That  is  true.  Why  should  not  outside  bankers  come 
in  and  buy  that  originally  instead  of  going  through  a  local  bank  to 
do  it,  if  they  want  to  do  it? 

Mr.  Jordan.  I  say  that  they  could  do  it.  Anybody  could  buy  those 
bonds. 

Mr.  Ragsdale.  But  you  recommend  that  there  should  be  no  loans 
made  by  a  bank  other  than  in  its  own  State. 

Mr.  Jordan.  That  is  confining  its  business  in  regard  to  loans  with- 
in its  own  State.  That  was  done  because  of  the  difference  in  State 
laws. 

Mr.  Ragsdale.  But  is  it  not  a  very  easy  matter,  and  do  you  not 
know  that  the  big  lending  institutions  in  America  have  a  legal  de  i 
partment  that  familiarizes  itself  with  the  laws  of  all  the  States?  M 
they  are  going  to  consume  these  bonds  and  then  sell  them  through  ^ 
the  North,  they  would  have  to  know  the  lending  laws  of  each  State, 
and,  if  they  did  that,  why  should  not  they  come  and  compete  with 
the  local  bankers  in  the  purchase  of  those  bonds  ? 

Mr.  Jordan.  I  do  not  think  that  it  would  be  wise  to  have  theai 
farm-land  banks  operating  all  over  the  United  States. 

Mr.  Ragsdale.  Is  it  not  a  fact  that  where  the  greatest  amount  of 
these  farm-land  loans  will  be  made  will  be  in  communities  whera 
there  is  no  money  ? 

Mr.  Jordan.  That  covers  a  pretty  good  section  of  the  Nation. 

Mr.  Ragsdale.  Yes,  sir.  Well,  why  is  it  that  we  should  shut  tlia 
money  centers  out  of  coming  in  tnere  and  competing  in  the  purchMl 
of  those  bonds?  i 
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3Mr.  Jordan.  They  are  not  shut  out 

3fr.  Platt.  AnylJody  can  buy  the  bonds. 

3fr.  Raosdale.  They  can  buy  the  bonds,  but  the  lending  banks  can 
M  lend  down  there. 

Mr.  Moss.  The  interest  on  the  mortgage  is  fixed  by  the  interest  on 
le  bonds — that  is,  the  bank  can  not  lend  on  the  mortgage  at  a  rate 

per  cent,  at  least,  higher  than  what  it  sells  its  own  bonds.  There- 
Dre,  having  fixed  a  free  comj>etitive  market  for  the  bonds  anywhere 
I  the  United  States,  fixing  at  the  same  time  the  free  competitive 
ite  upon  the  mortgages,  in  the  proposed  case,  the  interest  upon  the 
Dnds  limits  the  interest  upon  the  mortgages. 

Mr.  Kagsdale.  Granted  that  is  true,  where  is  the  wisdom  of  saying 
lat  a  bank  in  New  York,  having  thoroughly  satisfied  itself  as  to  the 
due  of  the  property  and  the  conditions  surrounding  the  loan — what 
I  the  wisdom  or  saying  that  that  money  center  shall  not  loan  money 
own  in  my  district? 

Mr.  Seldo3irtdoe.  There  is  no  reason  at  all,  but  it  can  issue  no 
onds  at  all  against  it. 

Mr.  Eagsdale.  But  the  recommendation  on  page  3  is  that  each 
tnk  shall  be  confined  to  its  own  State  in  making  loans. 

Mr.  Seldomrtdoe.  That  is  the  bond-issuing  bank.  In  other  words, 
he  bank  of  Georgia  shall  not  be  allowed  to  issue  bonds  or  mortgages 
b  South  Carolina.  That  each  State  bank  should  be  back  of  its  bonds 
!l  its  own  particular  State. 

Mr.  Raosdale  (reading) : 

|Tbe  land-bank  bonds  Issued  by  such  bank  on  mortgages  or  deeds  of  trust  on 
nds  In  n  single  State,  where  the  general  provisions  regarding  conveyancing, 
Vstration,  foreclosure,  taxation,  exemption,  etc.,  are  the  same,  would  form 
I  Ideal  kind  of  investment  at  home  and  abroad. 

It  would  make  very  little  difference,  if  I  were  running  an  insti- 
.tion  in  New  York,  whether  the  investigation  I  should  have  to 
ake  should  be  subject  to  the  laws  of  Arizona  or  New  Mexico  or 
exas,  or  the  laws  in  Massachusetts.  It  is  something  that  would 
I  governed  by  legal  interpretation,  and  a  legal  mind  could  pass 
Mn  the  laws  of  one  State  as  well  as  another. 
Mr.  Moss.  There  is  absolutely  nothing  in  this  bill  to  prohibit  a 
mk  in  New  York  or  in  Chicago  or  in  any  other  money  center  from 
tuiing  money  in  any  State  in  the  Union,  just  as  tliey  are  doing 
>-day.  The  only  proposition  is  it  will  simply  make  another  agency, 
ad  this  particular  agency  is  confined  in  its  loans  to  its  own  State. 
Nitside  persons  can  go  up  against  the  land  bank  if  it  cares  to  do 
piY  loaning. 

,  Ifr.  Raosdale.  Land  banks  in  South  Carolina,  as  T  understand 
would  be  the  only  banks  that  could  issue  bonds  in  South  Caro- 
a  under  this  recommendation. 
Kr.  JoBDAK.  That  is  true. 

'Mr.  BAG8DAI4E.  And  the  same  thing  would  apply  to  Georgia  and 
I  other  States? 
Mr.  Jordan.  Yes. 

Mr.  Eagsdalb.  Where  is  the  wisdom  of  that?  If  the  security 
m  which  it  is  issued  is  finally  the  land,  and  if  the  land  bank  in 
ith  Carolina  had  ^ne  as  far  as  it  should  go  in  making  its  loans 
it  well  could  go,  if  for  any  other  reason  its  powers  for  makmg 
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loans  should  become  impaired  under  this  bill,  no  relief  coul 
given  by  land  banks  in  any  other  State,  even  if  they  wished  to  ( 

Mr.  Moss.  It  can  invest  its  money  in  other  land  banks. 

Mr.  Ragsdale.  That  is  true;  but  would  that  not  fall  as  an  i 
tional  hardship  upon  some  other  person?  The  man  that  gets 
money  finally  is  going  to  pay  for  it. 

Mr.  Moss.  I  can  only  answer  that  of  course  we  merely  made 
suggestion  to  the  committee  and  put  it  in  here,  and  of  course 
is  subject  to  discussion  as  to  whether  it  is  wise  or  unwise. 

Mr.  Ragsdale.  That  is  what  we  are  debating. 

Mr.  Moss.  All  conveyances  of  land  titles  ana  all  property  in 
is  held  under  State  law.  Now,  those  laws  applicable  to  liens  i 
land  in  any  way  differ  in  the  different  States. 

Mr.  Ragsdale.  That  is  true  of  municipalities  also. 

Mr.  Moss.  That  being  true,  it  seemed  to  the  commission  tha 
State  was  a  natural  unit  under  which  all  of  the  land  in  that  I 
would  be  controlled  under  a  common  law,  therefore  that  the  t 
that  are  issued  by  any  banks — not  the  mortgages,  but  the  bor 
should  be  based  upon  securities  held  under  the  same  law. 
that  is  just  a  suggestion  on  the  part  of  the  commission,  and  hi 
as  a  State  fixed  that  the  interest  upon  the  mortgage  is  controlU 
the  bond,  and  giving  the  bond  the  widest  possible  competition 
have  brought  in  competition  on  the  mortgage.  That  is  as  fi 
the  commission  goes,  and  it  just  submits  that  for  what  it  is  w 

Mr.  Ragsdale.  I  understand  that  this  commission  has  mad 
recommendation  after  investigation,  and  I  am  trying  to  find  oul 
why  it  made  this  reconiniendation.     In  other  words,  I  differ 
this  recommendation. 

Mr.  Moss.  It  made  it  precisely  as  I  said,  namely,  that  it  is  the 
of  the  State  that  gives  title  and  permits  the  conveyancing  and 
mits  the  pledging  of  real  estate  as  security,  and  it  is  very  well  ki 
that  in  48  States  there  are  48  systems  in  the  matter,  and  it  seem( 
the  commission  that  as  large  as  our  States  are  in  themselves,  in 
being  equal  to  European  countries,  it  would  be  no  hardship  to  i 
a  State  the  natural  unit,  and  it  was  most  advantageous  to  do  & 
think  I  may  state  that  is  the  conclusion  upon  which  the  report 
made.     There  is  no  other  reason. 

Mr.  BiLKLEY.  Is  that  your  view,  Col.  Jordan? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Coulter.  I  think  there  is  one  other  very  good  reason,  whi 
just  a  reason  of  natural  economic  law  entirely  aside  from  any 
nical  legal  restriction  and  limitation.  Your  institution  loans  ie 
to  farmers  in  48  States.  We  will  say  you  start  an  institution 
lend  money  in  48  different  States,  and  you  have  48  types  of  i 
gages  and  deeds  of  trust  and  vendors'  liens,  and  then  you  is 
bunch  of  bonds  upon  this  miscellaneous  potpourri  of  instrun 
and  then  let  us  say  that  you  start  selling  tnese  bonds.  The  im 
is  going  to  say  "What  is  back  of  these  bonds?  "  And  you  say 
there  is  a  piece  of  land  up  on  a  rocky  mountain  side  in  Colo 
there  is  a  piece  of  good  farm  land  down  here  in  Illinois,  there  is 
everglade  land  down  in  Florida,  and  there  is  a  nice  piece  of  c 
land  down  in  South  Carolina,"  and  you  go  on  through  the  s 
He  says,  "  Now,  what  if  this  institution  gets  up  against  it  in 
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and  I  want  to  get  rid  of  my  bonds? "  You  say,  "Well,  there 
11  these  farm  lands  back  of  it."  He  says,  "Do  I  go  out  then 
ry  to  foreclose  under  48  different  State  laws,  and  go  through  all 
process  ?  " 

ur  bonds  will  sell,  I  venture  to  sajr,  much  better  if  they  are 
I  upon  instruments  of  any  one  individual  State.  If  the  inves- 
uys  bonds  in  Minnesota  he  knows  the  Minnesota  laws.  If  he 
bonds  under  the  laws  of  South  Carolina  he  knows  the  South 
iina  laws.  He  knows  that  all  mortgages  back  of  that  particular 
•  bonds  are  of  one  type.  I  believe  that  that  is  true. 
.  BuLKLEY.  I  suggest  that  Dr.  Coulter  has  had  a  hearing  before 
onimittee  and  we  would  like  to  hear  him  again,  and  while  we 
1  like  to  have  these  discussions  free  and  we  would  like  to  have 

sitting  on  the  side  to  contribute  from  time  to  time,  yet  I  should 
t  gettmg  into  a  long  argument  with  Dr.  Coulter  at  this  time. 
.  Coulter.  I  do  not  think  it  is  necessary,  but  I  think  this  is  a 

of  importance. 

.  Ragsdale.  After  this  much  has  gone  into  the  record  I  should 
;o  have  my  views  go  into  the  record. 
•.  BuLKLEY.  Do  you  not  think  that  others  have  a  right  to  present 

views  ? 

.  Ragsdale.  Col.  Jordan  has  a  right  to  express  his  views,  but  if 
nee  is  produced  here  to  support  his  theory  I  think  the  whole 
5  ought  to  be  brought  out. 
.  Reporter,  you  need  not  take  this  down, 
iformal  discussion  followed.) 

.  BuLKLEY.  Have  you  anything  further,  Col.  Jordan  ? 
.  Jobdan.  I  have  expressed  myself  about  as  fully  as  I  care  to  in 
d  to  the  bill  which  we  suggested,  £^nd  as  I  stated  further,  I 
)ciate  the  absolute  necessity  of  some  system  of  Federal  aid  in 
rganization  of  small  short-time  personal-credit  banks;  still  I 
1  not  like  to  discuss  that  phase  of  the  business  fully  at  this  time, 
se  our  commission  is  undertaking  to  pi-epare  some  suggestions 
our  committee  along  that  line.  So  I  prefer  to  confine  myself 
>t  entirely  to  the  discussion  of  these  farm-land  mortgage  banks, 
less  there  are  some  additional  questions  that  the  committee 
i  like  to  ask  me,  I  have  nothingmore  to  say,  sir. 
.  Woods.  Are  you  a  member  of  the  Southern  Commercial  Con- 
? 

.  Jordan.  Yes,  sir;  I  am  a  director  of  it. 

.  Woods.  That  is  the  American  commission  that  you  are  speak- 
P  as  having  this  matter  of  short-time  credit  under  consideration  ? 
.  Jordan.  No,  sir;  the  United  States  commission.  I  am  also  a 
)er  of  the  American  commission. 

STATEMENT  OF  OEEABD  M.  J.  BADOW,  CHICAGO,  ILL. 

.  BuLKLEY.  Will  you  give  your  name  and  occupation  to  the 
jrapher? 

.  Badow.  Grerard  M.  J.  Badow,  Chicago,  111:,  formerly  vice 

lent  of  the  American  Investment  Co.,  of  Oklahoma  City,  with 

at  Chicago,  HI.;  now  a  special  contributor  to  the  Chicago 

ng  Post,  Band  McNally  Bankers'  Monthly,  and  the  Investment 
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News,  which  Frank  M.  Huston,  financial  editor  of  the  Chic^ 
Evening  Post,  and  Auguste  C.  Babize  began  publishing  Januaij 
1914.  1  am  perhai)s  best  known  as  a  statistician  and  writer  on  lai 
credit  subjects,  articles  of  mine  having,  for  instance,  been  asked ; 
by  a  French  bank,  and  having  caused  the  archive  and  bureau 
international  land-credit  statistics  of  Germany  to  authorize  me 
act  as  its  correspondent  for  the  United  States.  In  addition  to  tli 
I  act  as  counsellor  of  publicity  to  mortgage-loan  institutions, 
you  permit,  I  will  go  a  little  further.  I  came  to  the  United  Sti 
in  1901  from  Germany.  After  having  taught  school  a  little  wl| 
here  I  made  a  connection  with  a  certain  financial  paper  which  a 
me  out  West  to  interview  and  see  farm-loan  men  and  get  their  vii 
as  to  farm-loan  conditions,  etc.,  and  incidentally  get  their  money : 
advertising.  I  did  both,  with  a  certain  degree  of  success,  and  wh 
ever  I  had  my  man's  money  I  usually  sat  down  for  an  hour  or  U 
to  discuss  rural  conditions  m  that  locality.  When  I  got  back  to  i 
hotel  I  got  my  little  card  index  out  and  put  down  everything  I  h 
heard.  In  that  way  I  acquired  a  knowledge  of  local  conditions 
some  20  States,  intrinsically  local  conditions,  so  that,  for  instaa 
in  Oklahoma  I  had  at  one  time  facts  and  figures  in  regard  to  75 
cent  of  the  counties  of  the  State. 

Some  four  years  ago,  after  Just  having  received  my  check  for 
advertising  contract,  I  was  offered,  by  an  Oklahoma  law  coDcenj 
position  to  sell  their  farm  loans  in  the  East,  and  after  some  tim 
finally  concluded  to  do  that.  This  was  the  American  Investment  ( 
mentioned  before,  one  of  the  best  concerns  in  the  Southwest.  T 
made  me  vice  president  of  the  concern,  and  I  spent  some  time  on 
farms  there  and  looked  over  the  territory,  got  familiar  with  th 
methods  of  making  loans,  and  finally  went  out  to  Chicago,  open 
an  office,  and  began  to  sell  farm  loans.  During  the  summer  tiiM 
w^nt  to  the  New  England  States,  called  on  every  savings  bank 
the  States  of  Vermont  and  New  Hampshire,  and  some  in  New  Y( 
Massachusetts,  Connecticut,  and  Rhode  Island. 

In  spite  of  my  success  and  the  eagerness  with  which  our  mort^ 
were  bought,  I  could  not  help  but  notice  the  handicaps  under  whic 
careful  investor  places  his  money  in  that  class  of  securitv.    T 
time  it  takes  for  him  to  acquire  that  knowledge  of  the  standing  i 
methods  of  the  very  best  loan  concerns,  to  enable  him  to  place 
confidence  wisely.     The  difficulty  of  distributing  his  farm-loan 
vestment  funds,  geographically,  so  as  to  scatter  them  over  seva 
States  without  having  to  deal  with  a  half  dozen  or  more  concef 
and  employ  perhaps  as  many  lawyers  and  title  experts. 

I  also  noticed  the  difficulty  of  supplying  investors  with  loans 
certain  denominations,  certain  rates  of  interest  demanded,  which  ^ 
always  higher  than  we  could  offer  on  the  class  of  securities 
handled.  In  addition  to  that  I  lost  several  sales  because  I  could 
supply  enough  loans  of  our  standard  to  take  care  of  large  ini 
ments.  or  investments  that  were  to  cover  several  States. 

In  a  creneral  way  I  maintain,  and  I  am  absolutely  positive  d 
the  whole  trouble  with  land  credit  conditions  to-day — and  that  mfi 
the  dearth  of  money,  the  rate  of  interest,  and  so  on — ^is  nothing! 
the  consequence  of  an  insufficiency  of  market  for  the  security  ra 
the  farmer  offers  and  the  reason  for  this  insufficiency  of  market  is 
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the  form  in  which  farm  loans  are  usually  offered,  not  only  the 
bjr  of  laws  governing  the  business,  but  also  the  variety  of  other 
Lties,  with  which  the  American  market  is  clogged,  quite  in  con- 
to  the  European  market,  which  is  comparatively  free  from 
cipal  and  railroad  and  also  some  classes  of  public-utilitv  se- 
es. 

w,  after  I  had  been  connected  with  that  loan  concern  for  some 
these  facts  became  sort  of  oppressing  to  me,  so  much  so  that  I 
ually  resigned  my  position  and  went  to  work  with  the  idea  of 
dzing  a  model  land-credit  bank  in  Chicago, 
is  bank,  the  Central  Farm  Mortgage  Bond  &  Trust  Co.,  wa^ 
ve  a  paid-in  capital  of  $1,000,000  and  a  surplus  of  $250,000. 
is  to  follow  existing  lines  of  operations  in  the  loan  business, 
o  make  use  of  existmg  banks  and  loan  concerns  as  correspond- 
and  intended  operating  in  as  many  States  as  its  capital  per- 

d,  selling  loans  acquired  in  their  original  form  or  depositing 
in  trust  to  form  the  basis  of  central  land-credit  bonds,  issued 
b  5  per  cent. 

loan  concern  or  bank  having  less  than  10  years'  experience 
IS  than  $50,000  actual  resources  was  to  be  dealt  with  for  the 
being.    All  loans  were  to  be  made  on  a  uniform  application. 
such  as  I  had  prepared  by  combining  the  best  features  of  some 
pplication  blanks,  collected  from  the  most  successful  loan  con- 
life  insurance  companies,  and  banks    This  application  blank, 

8  way,  after  its  completion,  was  passed  upon  by  the  foremost 
rities  in  the  business  and  pronounced  the  most  complete  and 
cal  blank  ever  devised. 

r  correspondents  were  required  to  subscribe  to  an  agreement 
lich  any  security  found  upon  reinspection  by  our  bank  to  be 
mt  in  fact  from  statements  made  to  us  was  to  be  cashed  back 

e,  accrued  interest,  plus  a  penalty.  Keoccurrence  of  such  mis- 
lent,  or  even  unintentional  error,  would  have  meant  an  imme- 
severance  of  our  relations  with  such  correspondent.    We  pro- 

for  this  contingency,  although  we  would  never  have  expected 

this  provision.  The  concerns  we  had  in  view  have  agreed  to 
is  of  their  own  free  will  for  years,  but  during  their  activity, 
ng  periods  of  from  20  to  45  years,  have  never  been  called  upon 
eem  a  loan  for  such  reasons. 

for  any  reason  whatsoever  forecloseure  proceedings  became 
ary,  our  correspondent  was  to  take  back  the  loan  in  question. 

reasons  which  I  do  not  care  to  put  into  the  record  this  bank 
ne  failed  to  materialize,  although  we  worked  day  and  night, 
considerable  money,  and  had  reached  a  point  where  the  nec- 
'  capital  seemed  to  be  fully  in  sight.    The  principle  upon 

my  plan  was  based  was  correct;  in  fact  some  of  the  leading 
[K>]icems,  insurance  companies,  and  bankers  proclaimed  my 
IS  the  most  feasible  and  practical  ever  proposed.  This  adven- 
however,  cost  me  all  I  had  and  some  more,  and  it  was  hard 
e  to  realize  that  a  certain  wall  was  too  strong  and  high  for 

break  through  or  climb  over. 

9  is  as  much  as  I  think  I  ought  to  say  by  way  of  introduction 
myself  and  my  experience. 

Chairman  and  gentlemen  of  the  Senate  and  House  com- 
s,  before  I  now  address  myself  to  the  subject  before  you, 
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permit  me  to  thank  you  for  the  opportunity  of  testifying  as  to  whA\ 
I  know  of  rural  credit.  I  deeply  appreciate  the  honor  you  do :  ' 
in  listening  to  me,  but  at  the  same  time  I  think  it  but  right  to  de  * 
to  you  that  I  have  no  personal  or  financial  advantages  to  gain  : 
one  form  or  another  oi  a  bill  that  may  ultimately  be  passe<L  I  hzr 
1  am  sorry  to  say,  nothing  but  an  academic  interest  in  the  subjed 
which,  if  I  had  heeded  the  advice  of  mv  very  practical,  good  wife-^1 
who,  by  the  way,  was  born  and  brought  up  under  the  rather  &3xb 
principles  of  French  economy — I  should  have  dismissed  it  from  mji 
mind  long  ago,  as  it  has  not  added  a  penny  to  my  income  for  sevcfiij 
years  past.  i 

However,  I  felt  I  had  certain  knowledge  to  which  the  Congress  of 
the  United  States  is  entitled,  and,  although  born  and  educated  iiil 
Germany,  I  am  now  a  good  American  and  am  happy  to  be  hewi 
to-day,  particularly  after  having  noted  the*  apparent  seriousness  ol 
purpose  with  which  you  gentlemen  apply  yourselves  to  the  subject  i 

Land-credit  reform  became  a  necessity  of  the  future  on  the  dij 
when  the  United  States  Government  donated  the  first  160  acres  < 
land  to  the  immigrant  willing  to  settle  thereon  and  make  it  his  ho 
stead.  The  average  immigrant  that  comes  to  this  country  never  1 
more  than  20  acres  of  land.  I  might  even  say  less  than  that 
father,  as  a  preacher,  had,  as  a  part  of  his  salary,  the  use  of  ab 
36  acres  of  land,  the  income  from  which,  computed  at  a  cerL 
figure,  made  up  for  part  of  his  salary.  Of  this  36  acres  of  land ' 
rented  20.  We  cultivated  16,  and  on  this  16  acres  of  land  fal* 
supported  a  family  of  six  children,  kept  alive  three  servant  girls  i 
a  hired  man,  who  acted  as  coachman.  That  means,  in  all,  really  ] 
people,  not  to  forget  two  meals  a  day  supplied  to  every  man,  worn 
and  child  who  helped  in  the  work,  particularly  at  harvest  tu 
That  was  all  done  with  food  derived  irom  16  acres  of  land.  Nd 
in  addition  to  that,  we  sold  rye,  oats,  potatoes,  etc.  We  butcherei 
for  ourselves  about  five  hogs  during  the  year,  one  or  two  steers,  i 
calf  or  two,  and  so  forth,  and,  excepting  for  certain  occasions  whi 
army  officers  of  high  rank,  like  the  Crown  Prince  of  Germany  fl 
the  !Prince  of  Coburg-Gotha,  took  quarters  with  us  during  the  art 
maneuvers,  I  might  say  we  never  bought  a  piece  of  meat  of  the  toi 
butcher. 

The  immigrant  from  Germany,  Sweden,  Norway,  and  Frtoce 
used  to  this  kind  of  agriculture,  but  why  should  he  do  it?  He 
working  160  acres  of  land,  and  the  size  of  his  propertv  makes  ' 
in  a  year  two  superficial;  he  gets  away  from  doing  things  the  wi 
they  do  over  there.  Instead  of  cultivating  the  land  he  begins  fin 
ing  it,  and  the  result  is  that,  in  the  first  place,  instead  of  raising' 
bushels  of  wheat  per  acre  upon  old  land  he  raises  only  an  average  I 
17  bushels  on  virgin  land.  And  another  consequence  is  that,  inS* 
of  creating  the  economic  unit  of  a  little  village— a  street  with  h(MM 
on  both  sides  and  land  laying  around  it — he  is  forced  to  live  ttai 
sometimes  as  far  as  2  or  more  miles  away  from  his  neighbor,  tndl 
get  the  isolated  farmer  instead  of  the  community-loving  agrk 
turalists. 

It  may  seem  as  if  that  had  nothing  to  do  with  the  matter 
it  has. 

I  do  not  intend  to  say  very  much  in  regard  to  cooperative 
deavorers  in  this  country  nor  treat  extensively  cooperative  or  '^ 
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ne  credit  proposals,  because  there  are  others  that  are  able  to  talk 
3re  intelligently  on  this  subject,  but  I  want  to  say  this:  That  co- 
deration,  to  my  mind,  has  certain  prerequisites,  the  nonexistence 
which  precludes  its  successful  existence,  and  one  of  which  is  the 
Dst  desirable  influence  of  the  community  life.  I  do  not  mean  just 
street  and  houses  on  both  sides,  but  everything  that  goes  along  with 
— ^the  personal  knowledge  of  each  other's  character,  the  opportunity 
:  studying  each  other's  good  and  bad  qualities,  and  therefore  the 
tablidfiment  of  a  pretty  correct  basis  of  personal  or  character 
^cdit.  That  is  almost  impossible,  to  my  mind,  under  the  American 
ode  of  segregated  farm  life. 

Another  pomt  that  enters  into  this  question  of  cooperation  would 
3 — ^well,  I  hate  to  mention  it,  because  it  might  start  a  long  discus- 
on — anyway,  the  most  successful  cooperative  societies  that  I  have 
wr  seen  in  Europe  are  those  which  are  formed  or  run  by  people 
elonging  to  the  same  church.  In  Italy  the  societies  organized  and 
an  by  the  Roman  church  are  unquestionably  the  most  successful. 
Now,  Mr.  Robinson  told  us  yesterday  about  the  success  of  the 
•wish  organization  of  which  he  is  general  manager,  and  in  this  con- 
IKtion  let  me  say  that  I  have  run  across  some  Semitic  farming  conr 
kttnities  in  North  Dakota  and  that  I  was  impressed  with  the  spirit 
tf  cooperation  existing.  They  were  people  of  the  same  race,  creed, 
ptes — ^people  that  knew  each  other  when  they  were  still  subjects  of 
■eCzar — that  know  exactly  what  and  what  not  to  expect  from  each 
Ifcer — ^people  that  are  willing  to  take  the  necessary  risks  if  for  no 
fe*  but  quasi-altruistic  reasons  to  better  each  other's  condition. 
wftilar  conditions  exist  wherever  a  homogeneous  people  has  settled. 
I  met  a  farmer  out  in  North  Dakota  at  one  time.  ''  Ed,"  I  said, 
Tou  are  Swedish;  over  yonder  you  have  a  farmer  that  comes  all  the 
}y  from  Russia;  and  across  the  road  there  lives  a  fellow  that  is 
Jsh.  You  have  some  Germans,  Danes,  Italians,  and  Slovaks  within 
i^iles  of  vou.  In  other  words,  you  have  here  in  this  particular  lo- 
lity  nearly  a  dozen  nationalities  represented.  Would  it  be  possible 
c  you  people  to  form  a  society  from  which  you  could  borrow  money, 
^n  in  small  amounts,  through  which  you  could  buy  supplies,  sell 
Ur  crops,  and  through  which,  in  case  of  necessity,  you  would  be 
Uing  to  vouch  for  the  other  fellow's  debts? "  Just  what  Ed  said 
im  not  going  to  tell  you,  because  he  used  rather  emphatic  langiuige* 
t  the  substance  of  it  was  that  he  would  not  think  of  such  a  tliin^i:. 
Senator  Holms.  Bearing  on  that  point,  the  labor  unions  have 
dnd  it  practically  impossible  to  carry  out  their  form  of  c()()i)eratiou 
their  eastern  mill  cities,  where  there  is  a  great  diversity  of  race 
d  language,  and  that  is  what  has  given  an  opening  for  the  I.  W.  W., 
)ich  is  along  the  same  line. 

Ifr.  Badow.  Yes;  quite  so,  Senator.  I  have  made  similar  state- 
pits  before,  and  some  people  told  me  that  I  did  not  know  what  I 
h  talking  about.  Maylbe  I  didn't.  I  do  not  claim  to  be  an  expert 
Anything  pertaining  to  cooperative  credit.  As  I  mentioned  before, 
f  father— who  I  am  hanpy  to  say  is  still  alive — was  a  pastor  and 
such  enjoyed  the  confidence  of  his  flocks,  and  he  had  as  many  as 
Ke  churches  to  preach  in  on  one  Sunday.  During  vacations  I 
mid  go  around  with  him  or  some  other  pastor  and  preach  Raiffeisen 
the  peasants.  It  was  usually  on  Sunday  afternoons,  and  we  would 
down  to  tho  Wirtshaus,  which  was  the  only  place  where  we  could 
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get  them  easily  together,  and  we  commenced  to  explain  the  pr 
tion  of  cooperation  to  them. 

I  always  noticed  that  when  we  told  our  people  of  the  advai 
of  keeping  money  in  town,  buying  together,  selling  to  the  hest  bi 
etc.,  we  made  a  great  impression.  They  liked  that  idea  immei 
But  when  we  sort  of  mentioned  that  the  society  should  stand  b 
its  weakest  members  and  even  make  good  for  an  indebtedness 
for  instance,  August  Lehman  might  not  be  able  to  liquidate  wl 
was  due,  their  faces  changed.  They  know  August  to  be  a 
farmer,  but  they  also  knew  that  he  sometimes  spent  more  n 
than  he  ought  to  on  the  more  spiritual  means  of  physical  sustem 
in  other  words,  they  knew  him  to  become  just  a  trifle  intoxi 
sometimes.  They  perhaps  know  that,  in  spite  of  his  ability  to 
a  good  living  and  in  spite  of  his  popularity,  which  would  < 
enable  him  to  become  a  member  of  the  society,  he  might  yet  f 
himself  to  the  extent  of  getting  himself  into  trouble  or  not  pi 
his  debts  when  he  ought.  They  liked  well  enough  to  have  a  Raifl 
verein,  but,  as  Mr.  Potash  used  to  say,  "that  vas  something 
again."  [Laughter.]  To  use  a  little  plain  Chicago  slang, 
got  "  cold  feet,"  and  I  did  not  blame  them  in  one  way.  In  ord 
create  genuine  cooperation,  in  order  to  give  it  solidarity,  mutua! 
joint  liability  seems  to  my  mind  to  be  essential, 

Mr.  Weaver.  Would  not  the  remedy  for  that  be  not  to  let  Ai 
have  the  money  ? 

Mr.  Badow.  In  practice  August  would  never  become  a  mei 
you  know.  At  the  same  time  it  is  a  pretty  ticklish  job  for  y( 
anybody  else  to  tell  August,  "Now,  you  may  drink  so  many  gl 
of  whatever  it  is  and  I  shall  still  consider  you  sober,  but  if  you  ( 
more  I  consider  you  a  drunkard  and  you  can  not  get  any  en 
There  is  a  line  to  be  drawn  that  is  a  little  bit  too  psychologica 
the  average  farmer  to  establish. 

Senator  Hollis.  They  would  not  want  to  insure  Gustave  ag 
taking  too  much  ? 

Mr.  Badow.  Hardly.  Now,  you  remember  when  Mr.  Eoos 
appointed  a  committee  to  inquire  into  the  causes  of  the  preva 
cost  of  high  living  [laughter] — really  I  meant  to  say  the  high 
of  living — it  appeared  as  if  the  result  of  this  investigation  tend 
prove  that  it  cost  the  farmer  too  much  to  produce  what  he  prod 
that  the  money  used  in  farming  was  too  dear.  With  an  admi 
alacrity  the  cause  of  it  all  was  round  in  the  man  that  procured 
credit  loans — the  loan  banker  and  broker.  Knowing  conditio: 
I  did  then,  I  did  not  believe  this  implicitly,  but  began  in  my  ti 
ing  through  some  20  States  to  gather  statistics  as  to  loan 
and  productive  capacity  of  farmers  in  the  various  localitie 
came  to  the  conclusion  and  maintain  to-day  that  the  cost  of  far 
is  high  principally  because  of  the  miserable  results  the  av 
farmer  gets  from  a  soil  which  surpasses  that  of  Europe  by  fa 
matter  how  much  or  how  cheap  money  he  might  be  given."^  D 
exemplify  this  statement.  The  last  census  gave  the  gross  prodi 
value  of  an  acre  of  Illinois  farm  land  as  $20,063.  Deducting  1 
which  is  given  as  the  average  cost  of  production  per  acre  (hi 
no  information  to  the  contrary  I  assume  that  $3.22  represents 
of  labor  and  does  not  include  possible  interest  charges  on  mone\ 
rowed),  we  obtain  a  net  productive  value  of  $16.84  per  acre  ot 
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We  find,  therefore,  $1,966^386.447  of  bonds  and  stocks  and  $1,480^ 
2,871  of  real  estate  loans  in  tneir  possession.  In  a  month  or  so  I 
|all  be  able  to  show  figures  as  of  January  1,  1914,  and  I  think  this 
ifference  will  disappear ;  if  not  almost,  but  pretty  nearly  so. 

Generally  speaking,  therefore,  bond  holdings  increased  by  4.66 
w  cent ;  stock  investments  decreased  by  7.31  per  cent ;  city  loans 
Dcreased  8.53  per  cent ;  and  farm  loans  increased  by  12.33  per  cent. 
3o  if  you  choose  to  call  bonds  and  'stocks  listed  securities  and  real 
gUte  mortgages  unlisted  securities,  you  might  say  that  the  listed 
korities  increased  3.98  per  cent  and  the  unlisted  securities — ^we 
■d  better  call  them  real  estate  securities — increased  10  per  cent. 

The  reason  for  this  increased  investment  in  farm  loans  is  perhaps 
H  so  much  in  altrustic  motives  as  it  is  the  earning  capacity  of  the 
irious  securities  held. 

The  companies  that  carried  farm  loans  and  no  stocks  in  1912 
^eraged  6.67  per  cent  of  interest  on  the  mean  invested  assets.  The 
Qipanies  that  carried  farm  loans  and  stock  averaged  6.08,  and 
e  companies  that  carried  no  farm  loans,  just  bonds  and  stocks, 
'eraged  4.76  per  cent. 

Ipresume  it  will  be  time  to  get  near  our  subject  here  and  that 
BL  R.  12686.  In  order  to  give  you  my  views  on  credit  in  gen- 
al  I  would  first  like  to  read  very  quickly,  if  it  is  permitted,  a  little 
tide  here  that  I  wrote  some  time  ago  for  the  Rand  McNally 
uikers'  Monthly,  free  of  charge,  if  you  please,  on  "  Organized  rural 
edit."  If  the  chairman  permits  it  I  will  read  it  to  you,  because  it 
ill  answer  some  general  questions — ^which  I  anticipate  it  might  also 
rve  to  cause  some — but  I  will  leave  it  to  you  if  you  want  to  have  it. 
Mr.  BuLKLEY.  I  think  if  you  consider  it  germane  to  the  subject 
m  had  better  read  it. 
Mr.  Badow.  I  think  so ;  yes. 
Here  is  what  I  say : 

Oboanized  Rural  Cbedit. 

tf  Gerard  M.  J.   Badow,   correspondent  from   the   United   States   to   the   archive   and 
bureau  of  international  land-credit  statistics  of  Germany.] 

No  industryt  no  matter  how  well  financed  at  the  time  of  its  ineipiency,  can 
ury  on  its  work  and  progress  without  using  at  one  time  or  other  credit. 
he  larger  the  particular  business  grows  the  more  freely  it  will  make  use  of 
mowed  funds. 

The  fundamental  industry  of  any  country  is  that  which  supplies  the  actual 
ieessities  of  life,  and  that  means  agriculture  without  any  question. 

No  matter  what  the  state  of  cultivation  of  a  country  the  cultivator  will  and 
borrow.     Neither  the  condition  of  the  country  nor  the  nature  of  land 
nor   the   relative  position   of   agriculture   can    affect   that   fact.     If 
country  is  undeveloped,  the  early  settler  hindered  by  defective  methods  and 

tertain    climatic   conditions   must   borrow   to   overcome   the   handicaps   as 
as  possible;  If  the  country  is  well  cultivated,  populous,  the  farmer  finds 

htelf  forced  to  do  Intensive  farming,  for  which  his  own  capital  is  seldom 

Ident. 

But  It  must  be  remembered  that  in  agriculture  credit,  particularly  when  the 
Grower  is  proprietor,  represents  almost  entirely,  not  only  an  actual  business 
msactlon,  but  a  product  real  or  potential:  an  advance  to  provide  for  the 
Krtli  of  crop,  an  advance  upon  a  crop  already  existing  or  growing,  or  an 
ranee  upon  the  land  and  stock  of  the  farmer,  which  has  a  more  or  less 
Bd  market  value.  Land  credit  is,  therefore,  not  only  a  safe  transaction 
'  tbe  lender,  for  the  world  must  eat,  but  it  is  safe  in  its  essence  for  the 
TOwer,  since  it  is  merely  the  anticipation  of  a  crop  or  a  aeries  of  crops, 
nal  or  potential,  or  it  is  a  temporary  and  partial  mobilization  of  capital 
Bessed  by  the  farmer  in  his  land,  stock,  etc. 
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FARMERS    MUST    BORROW. 

In  spite  of  that  fact  agricultural  credit  is  generally  not  as  easily  obti 
afid  oftentimes  not  under  as  favorable  terms  as  commercial  credit  It  it 
that  the  farmer  of  Iowa,  Illinois,  and  favored  sections  of  other  States  ii 
to  obtain  credit  on  terms  as  favorable  as  his  urban  brother,  but  this  rul< 
not  hold  true  in  the  majority  of  States,  particularly  in  sections  of  tli 
West  and  the  South. 

But  since  credit  is  essential  to  agriculture,  it  is  equally  essential  that 
be  <!heap,  and  before  all,  safe.  Not  merely  cheap  and  facile  credit,  not  i 
money  lent  on  easy  terms  without  regard  to  the  use  made  of  the  mone 
credit  facilities,  safeguarded  and  uniform,  are  the  fundamental  nece 
of  the  present  time.  But  such  credit  should  not  be  ci'edit  of  the  indlvidua 
culturist,  for  individual  credit  means  individual  and  often  ignorant  id* 
the  use  of  credit;  credit  in  association  guided  and  influenced  as  to  its  i 
the  older  and  more  experienced  member  of  such  association ;  credit  whi* 
only  helps  over  embarrassment,  but  develops  the  character  of  the  boi 
and  of  the  Nation  that  seems  to-day  to  be  the  restorative,  educative,  an( 
disciplinary  remedy  of  rural  credit  ills. 

RECOGNIZES  THRIFT  AS  BASIS  OF  ALL  CREDIT. 

Credit  which  takes  care  of  the  lender  as  well  as  the  borrower  she 
promoted.  Thrift  and  prudent  conservation,  not  charity  or  State  sul 
are  and  should  in  this  country  be  and  remain  the  basis  of  rural  credit 
credit  must  be  cheap  and  facile,  in  so  far  as  it  must  ever  be  on  band, 
must  be  a  credit,  which  may  only  be  so  obtainable,  that  the  act  of  obtaii 
win  educate,  guide,  and  even  discipline  the  borrower,  and  it  should  be  g 
only  to  those  that  have  learned  to  think,  plan,  and  save.  The  method  < 
Tiding  such  credit  should  teach  the  much-needed  lession  of  self  and  i 
help. 

While  studying  rural  credit  conditions  and  proposing  schemes  for 
betterment,  present-day  reformers  should  always  bear  in  mind  that  it  is  i 
introduction  of  cheap  capital  merely  or  of  banking  credit,  but  of  some  a 
which  will  ultimately  and  readily  develop  essential  national  qualities  whl 
needed  in  this  country  of  a  thousand  nationalities. 

A  credit  system,  where  the  ignorant  may  be  taught  business  priclpb 
reckless  learn  heedfulness,  thrift,  and  prudence,  the  idle  and  Intempen 
turn  to  Industry  and  sobriety,  where  the  prudent,  sober,  the  skillfi 
well-to-do  unite  with  the  poorer  and  weaker  member  in  an  assocint 
mutual  help  and  self-development,  not  merely  rural  banks  seems  to  I 
demand  of  the  present  day. 

COUNSELS    STIMULATION    OF   THRIFT. 

Since  all  capital  is  derived  from  savings,  .and  all  credit  should  be 
on  thrift  and  prudence,  stimulation  of  thrift  and  prudence  becomes  a  ne< 
antecedent  to  the  grant  of  credit  It  is  emphatically  not  the  more  outp 
of  cheap  capital  that  the  farmer  of  this  country  needs,  not  the  mere  gi 
cheap  and  facile  credit — as  long  as  many  farmers  are  totally  unprepai 
such  boon — rather  a  promotion  of  facilities  as  well  as  tendency  for  i 
encouragement  of  his  individual  bank  deposits,  inculcation  of  the  true  < 
uses,  and  limits  of  credit,  or  in  other  words,  the  development  of  the  ef 
national  virtues  of  thrift,  foresight,  business  sense,  and  self-help  throug) 
tutlons  organized  for  that  purpose. 

While  the  necessity  for  cheapening  and  organizing  credit  Is  fully  ree* 
to-day.  It  must  never  be  forgotten  that  it  was  not  the  mere  change 
credit  machinery  that  made  the  radical  changes  In  the  condition 
European  farmer  possible.  The  farmer's  awakening  to  his  moral  n 
bllltles  was,  and  is  to-day  one  of  the  prime  objects  of  that  great  coop 
system  of  rural  banking  founded  by  RalflPelsen. 

The  principal  factor  which  made  cooperative  systems  successful  in 
was  by  no  means  the  superiority  of  any  law  over  those  of  any  other  c 
but  rather  the  proximity  of  borrower  and  lender  and  the  homogeneity 
people,  extending  even  to  a  uniformity  of  religious  beliefs  in  a  given  wet 

I^oximlty  of  borrower  and  lender  is  undoubtedly  the  principal  oo 
under  which  credit  becomes  possible  and  available;  without  proximltj 
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mies  practically  impossible  for  tlie  small  people.  For  proximity  involyes 
(Pledge,  mutual  confidence,  ease  and  cheapness  of  inspection  of  securities 
red.  Because  of  distance  some  of  our  Western  States  find  it  most  difficult 
ain  the  confidence  of  the  Eastern  investor  to  the  extent  of  diverting  some  of 
funds  into  their  farm  securities. 

WHERE  UNITED  STATES  DIFFERS  FROM  EUBOPE. 

nother  fact  worthy  of  consideration,  particularly  by  those  proposing  re- 
us for  the  farmers'  benefit  on  the  cooperative  plan,  is  the  lack  of  >i  honio- 
pous  people  which  confronts  the  legislator  of  this  country.  America  has 
y  been  called  the  great  melting  pot  of  nations,  but  sight  must  not  be  lost 
lie  equally  true  fact  that  no  finished  alloy  has  as  yet  been  obtained;  that 
are  still  melting,  so  to  speak. 

his  becomes  particularly  evident  In  any  of  our  more  recently  settled  States 
he  West  The  picture  of  the  President  of  the  United  Stiites  may  be  found 
nany  a  farmer's  home,  but  Just  as  often  may  be  seen  the  picture  of  some 
sign  sovereign  along  side  of  that  of  our  Chief  Executive, 
nd  even  if  the  ties  of  the  old  country  are  not  as  strong  as  that  any  more,  a 
inct  difference  will  be  found  in  the  point  of  view  of  the  farmer  of  Anglo- 
on  parentage  and  him  of  Norman,  Celtic,  or  Latin  ori^n. 
gain,  the  political  unit  of  European  countries  is  the  village,  from  twenty 
several  hundred  houses  built  along  one  or  more  streets,  lying  as  much  as 
slble  within  the  center  of  a  certain  acreage  of  land.  Everybody  knows  every- 
y  else,  knew  father  and  perhaps  grandfather,  the  success  and  failure  of 
ry  inhabitant,  his  desirable  and  less  desirable  qualities — in  short,  a  large 
lUy,  where  everybody  knows  his  neighbors. 

lie  American  system  of  farming  on  large  areas  has  as  yet  not  produced 
thing  like  a  village  of  the  type  prevailing  in  Europe.  The  county  seat,  gen- 
Uy  speaking,  forms  the  only  point  of  more  general  contact  between  the  culti- 
ors  of  a  given  area. 

roximlty,  the  fundamental  condition  of  credit,  therefore,  does  not  as  yet 
It  to  any  extent,  not  even  among  borrowers,  still  less  among  borrowers  and 
lers,  in  spite  of  telephone  and  steam  roads. 

I  attempting,  therefore,  to  organize  rural  credit  in  America,  the  main  requi- 
seems  to  be  a  thorough  knowledge  of  agricultural  conditions  of  the  country, 
from  printed  facts  and  data  so  much  as  particularly  from  actual  living  in 
conntry,  knowing  from  own  experience  the  facts  attending  the  request  or 
It  of  a  loan  on  mortgage  or  other  security. 

fiecoDd  requisite  one  might  think  desirable  in  the  man  proposing  legislation 
g  these  lines  would  be  a  thorough  knowledge  of  conditions  i)receding  the 
blishment  of  rural>credit  organizations  In  Germany  and  other  countries 
a  practical  knowledge  of  the  manner  in  which  such  organization  has  been 
into  operation  and  continues  to  be  operated. 

nd  if  such  man  could  be  found  he  should  be  wise  enough  to  recognize  that 
*  of  the  European  systems  can  possible  be  used  in  their  original  form  to 
iy  to  American  conditions. 

BEYOND  HUMAN  POWER  TO  CONCEI\'E  SET  SCHEME. 

at  as  a  matter  of  fact  it  is  beyond  the  power  of  any  brain,  however  fertile, 
jiy  man,  however  well  informed,  to  conceive  in  advance  any  set  system  or 
hod  of  rural-credit  banking,  least  of  all  in  a  country  of  so  vastly  differing 
Utions,  climatic  and  others,  as  the  United  States. 

;  is  true,  our  country  has  the  great  advantage  of  not  having  to  overcome 
smmental  obstinacy  and  antagonism,  such  as  Raiffeisen  as  well  as  Schultze- 
itssch  had  to  encounter  during  the  early  days  of  their  struggles.  On  the 
7ary«  Federal  favor  seems  to  to  be  assured  toward  and  scheme  tending  to 
)ge  conditions  for  the  better. 

nt  It  is  worthy  of  consideration  that  the  great  popular  movements  in  thrift, 
and  mutual  help,  emanated  from  individuals,  not  from  authority  as  usually 
RTStood.  Schultze-Delitzsch  labored,  and  the  German  popular  urban  banks 
t  into  being.  Raiffeisen  toiled  through  weary  years,  and  thousands  call 
to-day  Father  Raiffeisen.  Luzzati  and  Wollemborg,  of  Italy,  have  equal 
IDS  as  pioneers.  Sayings  banks  and  building  loan  societies  of  the  United 
]e0  are  tlie  outcome  of  individual  efforts,  the  law  exercising  but  regulating 
loifty  and  powers  of  supervision. 
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The  saccess  of  these  undertakings  arose  only  from  long-continued,  p 
efforts  of  Individuals,  adapting  a  principle  to  conditions,  not  carrying  01 
premeditated  scheme,  and  so  it  will  be  In  this  country.  Men  who,  wh 
Informed  as  to  the  details  of  every  system  yet  tried,  can  work  among  ai 
the  people,  will  some  day  work  out  the  one  system  of  all  others,  whi 
meet  the  requirements  of  the  American  farmer,  because  such  men,  wli 
bodying  into  their  plans  all  the  good  of  European  systems,  will  be 
evolve  a  farmers'  system  of  cooperative  credit  rather  than  a  system  by 
law. 

WHEN  GOVEBNMBNTB  SHOULD  STEP  IN. 

The  moment  would  then  come  for  the  Crovemment  to  act  by  removl 
obstacle  which  might  stand  in  the  way  of  facile  and  safe  credit  for  the 
and  small  landowner,  whether  they  be  the  obstacles  of  ignorance,  ii 
dence,  or  fiscal,  legal,  or  executive  obstacles ;  to  impose  all  necessary  rest 
upon  recklessness,  fraud,  speculation,  incapacity,  or  negligence ;  to  lay  dc 
principles  which  should  guide  rural  credit  by  means  of  special  laws. 

Such  has  been  the  course  of  development  of  organized  rural  credit  ii 
European  country;  such  would  be  the  logical  course  of  development 
country. 

This  touches  a  number  of  points  in  which  you  may  possibly 
with  me,  so  if  there  is  any  question  I  would  rather  answer  i 
and  come  to  the  land-credit  question  in  particular. 

Mr.  BuLKUBY.  I  think  you  may  proceed,  Mr.  Badow. 

Mr.  Platt.  You  do  not  necessarily  mean  to  imply  that  b 
the  system  in  Europe  was  organized  cheaply  by  individual 
that  individual  effort  is  necessary,  or  do  you  think  that  indi 
effort  could  succeed  in  any  substantial  way? 

Mr.  Badow.  To  be  entirely  frank  with  you  and  without  w 
to  appear  antagonistic  to  any  plan  you  might  finally  work  01 
put  into  execution,  a  cooperative  system  of  short-time  ere 
marketing  must,  to  my  mind,  come  from  the  man  that  is  go 
make  use  of  it— from  the  farmer  himself.  But  there  is,  of  < 
to  be  considered  that  the  American  farmer  is  so  very  self-cei 
that  he  very  often  does  not  give  a  continental  what  the  other 
does,  just  so  long  as  he  gets  along,  that  he  would  perhap 
strenuously  object  to  having  any  kind  of  supervision  exerci: 
his  neighbor;  that  he  hates  to  be  considered  no  better  than  his 
bor  and  wants  to  get  ahead  of  him.  Therefore,  I  think  that  tl 
step  in  that  direction,  perhaps,  might  be  taken  by  the  Govei 
in  the  form  of  advice,  urging  establishment  of  cooperative  so 
because  I  do  not  think  that  in  the  next  50  years  the  farmer 
himself  feel  the  necessity  of  societies  as  they  exist  in  Europe, 
is  no  question  in  my  mind  that  the  advent  of  closer  cooperai 
our  food  producers  is  most  desirable;  our  dealers  have  it  to  ; 
desirable  degree.  We  consumers  would  welcome  cooperatio 
wonderful  thing  to  have,  and  I  think  that  Congress  is  consic 
ahead  of  the  times,  and  shows  a  very  fine — well,  I  will  call  il 
nomical,"  foresight,  although  I  presume  that  there  are  other 
discernible — in  bringing  this  matter  before  the  farmer,  althou 
farmer  has  as  yet  really  not  come  to  you  and  brought  it  befoi 
I  have  not  heard  of  farmers  talking  as  to  the  necessity  of  si 
cooperative  societies  by  themselves.  I  have  not  heard  that, 
heard  them  express  their  opinion  as  to  what  they  would  do 
the  Government  organized  some  for  them.  You  know,  gei 
speaking,  we  often  very  much  prefer  being  invited  to  dinne 
inviting  others  to  come  to  our  home,  for  the  simple,  selfish 
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lat  it  causes  our  wives  more  work  than  if  they  had  only  to  dress 
id  so  to  the  invitor's  house.  The" farmer  isperf ectly  willing  to  let 
)u  do  the  work  for  him ;  he  is  used  to  it.  When  you  can  prove  the 
ling  to  be  successful,  he  will  reckon  he  might  come  in,  too. 
Mr.  Platt.  Would  you  not  think  that  such  institutions  as  the  local 
-angers  of  the  Nortnem  and  Eastern  States  would  be  sufficiently 
ose  to  each  other  to  form  a  cooperative  bank? 
Mr.  Badow.  Yes;  I  have  great  respect  for  the  grangers  in  many 
ays.  I  think  they  are  successful  in  a  certain  way.  But  I  think 
>u  will  find  that  these  grangers  exist  in  local  cities  which  are  gen- 
•ally  inhabited  by  people  of — ^well,  the  same  stock,  I  might  say. 
Mr.  Platt.  I  think  that  is  true  to  a  great  degree. 
Mr.  Badow.  I  am  not  familiar  enough  to  say  in  what  States  they 
re  particularly  successful,  but  you  have  them  in  the  East,  and  they 
re  people  of  tne  same  type.  I  presume,  for  instance,  in  Vermont  it 
ould  not  take  any  time  at  all.  If  they  only  tried,  the  Vermonters 
light,  for  instance,  organize — ^well,  call  it  some  kind  of  a  coopera- 
Te  cattle  society,  the  cattle  to  belong  to  the  community  according  to 
lares  held.  Vermont  has  got  thousands  of  acres  of  beautiful  pas- 
ire  there  that  should  be  covered  with  pretty  black-and-white  Hol- 
teins  or  other  cows — very  many  more  than  one  sees  there  now.  You 
tn  not  cultivate  that  land  very  well,  because  there  would  be  danger 
f  a  team  falling  off  backward  if  it  tried  to  take  a  plow  up  there. 
Vermont  cows  might  be  able  to  develop  the  ability  of  climbing  about 
8  well  as  those  of  Switzerland,  not  to  forget  goats.  Vermont  would 
lecome  even  more  of  a  dairy  State  than  it  is  now.  The  farmers  of 
Vermont,  I  think,  are  well  enough  knitted  together  to  form  such  a 
lodety. 

Mr.  Woods.  In  referring  to  the  cooperative  societies,  as  you  have 
bne  several  times,  do  you  refer  to  the  unlimited  liability  of  the  indi- 
ndual  or  the  limited  liability  ? 

Mr.  Badow.  Well,  I  do  not  refer  to  any  particular  kind.  Whether 
[ou  finally  decide  upon  limited  or  unlimited  liability  among  coopera- 
he  societies  remains  unimportant.  It  does  not  matter  very  much  in 
!us  country,  I  think.  A  limited  liability,  like  the  double  liability  of 
inks,  would  be  just  as  safe  as  an  unlimited  liability,  because  a  man 
lat  would  become  a  member  of  such  a  society  could  never  possibly 
5  in  as  abject  a  condition  of  living  as  those  poor  devils  among  whom 
ather  Raiffeisen  lived,  where  the  question  of  two  or  three  potatoes 
lOre  in  the  house  was  a  vital  question.  That  is  what  really  started 
le  Baiffeisen — the  actual  want  of  necessities — and  at  that  time  every- 
)dy  was  perfectly  willing  to  do  anything  to  get  out  from  under  the 
)ke  of  such  pitiful  poverty.  You  know  that  you  will  agree  to  hard 
rms  when  you  are  in  dire  need.  After  they  had  lived  under  that 
remise  for  some  time — and  the  practice  had  been  proven  successful — 
hers  made  the  same  promise,  although  they  may  not  have  been  as 
urd,  because  they  saw  how  fine  it  worked. 

Now,  let  me  approach  the  subject  of  land-mortgage  credit  legisla- 
on,  as  proposed  under  the  Fletcher-Moss  bill.  At  the  time  that 
le  first  so-called  Fletcher  bill,  S.  2909,  was  introduced  I  went  to 
te  trouble  of  writing  to  a  great  number  of  people  that  I  knew, 
Icing  their  opinion  about  it,  although  I  did  not  expect  to  appear 
re.  After  1  just  got  through  with  it  out  came  the  new  bill,  so 
did  not  have  the  time  to  start  all  over  again.    I  thought  once 
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wa3  enough,  you  know.  I  have,  therefore,  just  made  a  few  notes 
as  I  read  it  over  and  over,  and,  as  a  matter  of  fact,  I  reallv  mmt 
say  that  I  read  it  five  times  before  I  ever  understood  this  oilL  I 
presume  that  is  nothing  but  a  proof  of  my  own  density. 

Mr.  BuLKiiEY.  Which  bill  are  you  referring  to  now? 

Mr.  Badow.  I  am  referring  to  the  Fletcher-Moss  bill;  I  do  not 
know  its  Senate  number.  I  have  a  copy  only  of  H.  R.  12585.  I 
presume  it  is  another  number  in  the  Senate. 

Let  me  preface  my  remarks  by  saying  something  aside :  I  do  not  see 
why  in  the  world  we  should  have  a  farm-land  bank  bill  instead  of  t 
simple  land-credit  bill.  Bv  that  I  mean  this :  I  do  not  see  why  this 
august  body  here  in  Washington  is  so  particularly  anxious  about 
the  farmer  and  his  needs  in  regard  to  long-time  or  any  other  kind 
of  credit,  when  the  actual  facts  and  statistics  prove  that  tiie  small 
wage  earner  in  a  town  per  joctly  honest  and  hard  working  has  tht 
hardest  time  possible  to  acquire  a  home,  and  who  is  far  worse  off 
than  the  farmer's  hired  man  trying  to  become  a  landowner.  I  tm 
referring  to  actual  statistics  that  the  United  States  Grovernment  his 
compiled. 

The  statistics  showed  that  in  1912  real  estate  owners  in  urban 
communities  paid  in  33  cases  out  of  100  more  for  purchase 
money,  and  in  only  10  cases  less  for  purchase  money  thin 
farmers  of  the  same  community.  Likewise  they  paid  in  21  cases 
more  for  short-term  loans  and  in  only  11  cases  less  than  the  farm  | 
loans.  I  do  not  think  that  the  farmer  is  getting  his  money  at  i  J 
higher  rate  than  the  city  dweller,  and  I  absolutely  believe  that  it  is 
far  easier  for  a  sober,  industrious  farm  hand  who  knows  his  business, 
who  gets  up  when  he  is  supposed  to  get  up,  and  does  not  sit  on  the 
haystack  with  a  pipe  or  cigarette  in  his  mouth,  to  acauire  a  farm 
than  for  the  most  industrious  wage  earner  in  a  big  city  like  Chicago 
or  any  other  town  to  acquire  a  home.  Why,  therefore,  the  fanna 
has  been  singled  out  as  the  object  of  particular  care  and  benevolent 
consideration  by  Congress,  I  do  not  see. 

Mr.  Weaver.  You  are  not  talking  now  about  people  that  borrow 
money  on  a  commercial  basis  in  the  cities? 

Mr.  Badow.  I  am  speaking  of  land  credits  now. 

Mr.  Weaver.  You  are  comparing  one  ^.lass  of  working  people  with 
another  class. 

Mr.  Badow.  Yes. 

Mr.  Weaver.  As  I  understand,  you  were  talking  about  the  wage 
earners  in  the  cities,  as  compared  with  the  wage  earners  on  tns 
farm,  and  their  basis  of  credit? 

Mr.  Badow.  Their  ability  of  obtaining  money  by  a  mortgage 
transaction.  I  claim  that  it  is  easier  for  a  farmer,  and  he  gets  better 
rates.  I  maintained  that  for  years,  and  the  statistics  compiled,! 
think,  by  Mr.  Holmes,  of  the  United .  States  Department  of  Xgpr 
culture,  prove  my  contention. 

Mr.  "Weaver.  You  would  not  claim  that  the  farmers  get  money  H 
cheaply  as  the  men  that  are  engaged  in  the  different  avenues  d 
commerce;  for  instance,  the  merchants? 

Mr.  Badow.  The  farmer  of  equal  caliber;  yes.    I  think  that  dw 
farmer  gets  his  money  as  easily  and  as  cheap  as  the  conuncrail  : 
man;  you  will  find  8  per  cent  countrv  is  8  per  cent  country  fPT'^ 
everybody.    Bankers  have,  commercially  spealdng,  no  prefefenoe,' ' 
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r  8  per  cent  looks  alike  to  them  no  matter  who  pays  it,  as  long  as 
By  really  get  it.  If  they  have  a  preference  it  will  usually  be  in 
vor  of  the  former,  excepting  national  banks,  who  had  to  convey  a 
ma  loan,  so  that  the  examiner  did  not  find  it  until  now  they  can 
ib  them  out  and  carry  them  on  the  bo(5ks. 

Mr.  Weaver.  Are  you  speaking  of  the  United  States  generally? 
Mr.  Badow.  Yes,  I  do.  If  I  was  a  farmer  in  Iowa  to-day,  and  I 
inted  to  borrow  $5,000  or  $10,000,  and  if  I  was  willing  to  pay, 
f,  5J  straight,  and  one-half  of  1  per  cent  commission,  I  know  that 
3Duld  get  that  loan  just  as  quickly  as  I  signed  the  papers  and  got 
'  abstract  of  title.  There  is  no  question  about  that,  because  the 
va  farmer's  credit  is  fully  established. 

dr.  Weaver.  It  is  not  the  farmer's  credit.  It  is  the  land  credit. 
dr.  Badow.  I  think  it  is  as  much  the  farmer's  credit  as  that  of 
land.  I  maintain  that  the  kind  of  farming  done  in  a  locality, 
type  of  farmers,  has  something  to  do  with  rates.  Of  course, 
iximity  to  money  centers  is  one  of  the  deciding  factors  in  rates 
day. 

Ilr.  BuiiKLEY.  The  hour  for  adjournment  has  arrived  now,  and  we 
11  stand  adjourned  until  2.30  this  afternoon. 
(Whereupon,  at  1  o'clock  p.  m.,  the  subcommittee  adjourned  until 

0  o'clock  p.  m.) 

AFTER    RECESS. 

The  subcommittee  reassembled  at  2  o'clock  p.  m. 
Mr.  BuLKLEY.  You  may  proceed,  Mr.  Badow. 

STATEKENT  OF  HE.  OEEAED  M.  J.  BADOW— Continued. 

Mr.  Badow.  If  you  will  permit  me,  Mr.  Chairman,  I  will,  as 
Irtly  as  1  possibly  can,  touch  upon  the  strong  and  weak  points  as  1 

1  them  in  the  bill  which  is  known  under  the  name  of  the  Fletcher- 
)6S  bill. 

The  strongest  point  of  the  bill,  in  my  opinion,  lies  in  section  34, 
ereby  farm-land  bank  bonds  are  made  legal  investments  for  postal 
posits,  for  trust  funds,  and  estates  under  the  supervision  of  the 
ileral  courts.  This  provision  will  elevate  the  statute  of  land-niort- 
^  securities  where  they  will  rank  next  to  Government  bonds. 
IIS  is,  of  course,  a  position  which  I  personally  think  well  secured 
rm-mortgage  bonds  are  entitled  to,  because,  after  all,  food-produc- 
{  mother  earth  is  of  more  importance,  in  the  economic  scheme  of 
e,  than  Government  itself.    As  a  matter  of  fact,  there  would  be  no 

BE)le  to  be  governed  unless  it  had  land  to  obtain  food. 
nt  if  by  legislating  for  the  farmer  you  standardize  his  security, 
jjr  should  you  not  do  likewise  for  the  owner  of  real  estate  in  our 
ms?  He  also  has  land  as  his  security  for  a  loan.  A  well-made 
I-estate  loan  is  a  safe  investment,  no  matter  if  that  real  estate  lies 
lie  city  or  on  the  farm.    If  you  decide  to  exercise  supervision  over 

concerns  issuing  farm-mortgage  bonds,  by  all  means  do  not  pass 
those  concerns  pursuing  a  city-loan  business.     Our  large  cities 

millions  of  investors  would  be  more  than  grateful  to  you. 
jiother  strong  point  lies  in  section  18,  whereby  land  banks  or- 
ized  are  exempt  from  Federal,  State,  and  local  taxation  as  they 
3em  their  capital,  surplus,  and  profits  derived  therefrom.     Now, 
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it  has  been  a  question  in  my  mind  if  that  is  constitutional.  I  know 
this  particular  provision  is  simply  copied  from  the  Federal  reserve 
act,  I  think  section  7.  However  the  Federal  reserve  act  provision 
includes  only  reserve  banks,  not  all  member  banks,  and  therefore  does 
not  impair  the  tax  revenue  of  States,  inasmuch  as  the  capital  of  t 
reserve  bank  is  composed  of  about  6  per  cent  of  the  already  taxed 
capital  of  member  banks.  The  capital  and  surplus  of  farm-land 
banks  as  here  proposed  can  not  be  regarded  in  the  same  light,  and 
the  question  arises  what  will  townships  maintaining  a  local  bank— 
what  will  States  say  to  this  provision? 

You  are  taking  a  considerable  item  out  of  their  tax  revenue.  It  is 
true  the  owners  of  stock  in  said  bank,  if  honest,  will  pay  Fedenl 
income  and  personal  property  tax  on  their  holdings;  but  so  do  the 
honest  possessors  of  stock  in  any  corporation,  and  corporations  never- 
theless pay  their  corporation  tax.  Supposing  you  nad  to  consider 
the  question  of  taking  over  our  telegraph  and  telephone  lines,  and 
before  that  happens  perhaps  run  our  railroads?  If  you  exempt  one 
class  of  capital  from  taxation  you  will  justly  be  asked  to  exempt 
others,  and  before  the  States  know  it  they  will  have  nothing  to  tax 
but  real  estate.  If  that  should  ever  happen,  we  would,  of  course,  hife 
the  most  disastrous  slump  in  real  estate  values^  as  everybody  would 
want  to  sell  their  land.  This  is,  however,  a  consideration  for  lawyen, 
and  I  am  not  a  lawyer.  , 

Let  me  now  come  to  the  weak  points  in  this  bill.  Among  the  obje^  [ 
tions  which  must  be  raised,  in  all  fairness  to  the  originator  of  the  biD,  f 
as  well  as  those  that  are  to  benefit  by  the  same,  there  is  one  which  v 
perhaps  the  least  thought  of.  I  mentioned  it  before.  Why  a  Itnd- 
credit  reform  bill — and  the  country  needs  that  more  than  a  runl- 
credit  reform  bill — should  concern  itself  exclusively  with  the  fanner, 
when  statistics  of  the  United  States  Government  show  as  great  i 
need  for  credit  facilities  as  town-lot  owners,  is  not  clear. 

Had  the  clamor  of  the  farmer  been  so  overwhelming  as  to  necessi- 
tate speedy  relief  it  could  be  better  understood ;  but  this  has  not  been 
the  case.  Instead  of  the  farmers  of  the  country  beseiging  us  to  help, 
the  country  is  calling  to  the  farmers  to  improve  their  methods  of 
farming. 

The  question  might  also  be  raised  why  Federal  supervision  of  land- 
mortgage  bond  issues  should  be  exercised  only  in  regard  to  farm-land 
bank  bonds  instead  of  beinff  extended  to  city  mortgage  bonds  as  wdl. 
Our  large  cities  would  no  doubt  benefit  greatly  thereby. 

Of  this  I  have  spoken  before,  and  I  positively  affirm  that  lands  of 
the  latter  class  are  in  dire  need  of  a  regulating  supervision. 

Senator  Hollis.  Tell  us  of  some  of  the  ills  that  they  are  subject  ta 

Mr.  Badow.  Well,  you  take  cities  like  Chicago  and  New  York,  and 
even  here,  Washington,  or  any  of  the  larger  cities.  Bond  issiMi 
appear  in  the  market  based  on  values  which  are,  to  say  the  least,  nol 
the  actual  and  productive  values  of  the  properties  mortgaged.  On* 
times  they  are  not  even  first  mortgage,  out  only  leasehold  bonds*  and 
represent  a  margin  of  security  which  the  investor  in  farm  loaai 
would  not  consider  a  minute.  Still  farm  land  is  the  basis  of  a  pQ» 
sible  city's  method  of  appraisement.  The  National  Life  of  Vennw 
when  making  a  city  loan,  follows  the  policy  of  loaning  50  per  amt  d 
a  brick  building,  demanding  a  repayment  of  5  per  cent  a  year  of  At 
original  loan,  and,  as  they  term  it,  bury  the  lot,  forget  au  about  H| 
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pay  no  attention  to  its  value.  That,  according  to  my  idea,  is  the  most 
:x>nservative  manner  of  making  a  city  loan.  But  I  do  not  know  of 
iny  other  concern  following  any  such  policy. 

Senator  Homjs.  What  I  was  getting  at  was  this,  whether  there 
%re  any  special  rake-offs  from  the  city  borrower  on  real  estate  in 
the  way  of  commissions  or  other  extortions  that  did  not  apply  to 
farm  borrowers. 
Mr.  Badow.  Any  special  rake-offs? 
Senator  Holus.  Tes. 

Mr.  Badow.  No  ;  I  would  not  say  that.  I  will  say  that  I  think  the 
city  borrower  has  to  pay  about  the  same  kind  oi  commissions,  or 
rake-offs,  as  you  call  them,  as  the  farm-land  borrowers.  I  am  quite 
sore. 

Now  I  come  to  the  weakest  point  in  your  bill  here.  It  is  the 
provision  permitting  a  $10,000  concern  to  issue  bonds  against  its 
mortgages.  That  I  think  would  lead  to  a  chaotic  condition  of  the 
market.  I  do  not  want  to  howl  calamity  now,  but  from  what  I  know 
of  the  land-mortgage  business  itself,  bonds  of  such  concerns  could 
not  be  sold.  I  would  not  buy  them  under  any  consideration  and 
would  strongly  advise  against  their  purchase.  The  only  concerns 
that  are  to-day  able  to  sell  their  mor^ages  or  bonds,  farm  or  city, 
wherever  they  decide  to  sell  them,  are  those  which  are  able  to  point 
invest(»^  to  an  unblemished  record  of  many  years  and  a  strong  moral 
tnd  financial  standing.  I  do  not  think  you  could  possibly  make  a 
110,000  concern  strong  enough  to  command  confidence  beyond  the 
limits  of  its  own  county  in  less  than  10  years'  time,  unless  the  Gov- 
ernment agrees  to  guarantee  any  bond  issued  by  the  same  at  par  at 
any  time.  That  would  be  more  than  any  European  Government  has 
ever  done. 

Another  weak  point  lies  in  the  manner  in  which  this  bill  treats 
existing  loan  concerns.  The  loan  men  of  the  West  have  done  this 
country  a  greater  service  than  anyone  will  ever  recognize.  Men  like 
Robert  Deming,  of  Oswego,  Kans.,  stood  by  the  side  of  the  farmers 
as  well  as  investors.  He  went  around  to  every  uncle,  cousin,  brother, 
and  sister  and  borrowed  the  interest  money  rather  than  foreclose  the 
borrower  or  disappoint  the  lenders  of  the  East.  That  is  history ;  and 
laen  of  such  unusual  degi^ee  of  integrity  do  not  deserve  to  be  told  "  it 
ia  liable  to  be  healthier  for  you  to  come  under  this  law  but  leave  what 
you  acquired  outside.  Operate  in  one  State  only,  or,  at  any  rate,  issue 
bonds  only  on  mortgages  in  your  own  State ;  in  other  words,  cut  your 
business  in  one-hall  one-fifth,  year  in,  16  to  1."  Forego  the  result 
df  from  20  to  50  years  of  labor. 

There  is  the  Pearsons-Taft  Land  Credit  Co.,  of  Chicago — we  are 
all  proud  of  their  record — in  business  since  1848;  not  a  dollar  lost 
to  mvestors;  issuing  farm-land  mortgage  bonds  according  to  the 
European  system  for  20  years.  The  name  of  this  concern  is  a 
.liousenold  word.  They  have  something  over  $4,000,000  of  bonds 
imtstanding;  have  loaned  close  to  a  hundred  million  dollars 
in  all.  This  concern  is  doing  a  successful  business  in  16  States. 
The  law  does  not  permit  the  establishment  of  branch  banks.  How, 
then,  is  a  concern  like  this  going  to  continue  to  do  its  business  if  it 
wants  to  come  under  the  law  ?  It  simply  can't  come  under  the  law, 
no  matter  how  much  it  might  like  to. 
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Senator  Hollis.  Have  you  an  idea  that  any  considerable  numbc! 
«of  the  present  farm-loan  banking  houses — if  you  call  them  that- 
would  come  in  under  this  law?  I  supposed  that  this  was  me«| 
to  cover  a  field  that  they  did  not  cover. 

Mr.  Badow.  Well,  it  covers  the  field  of  land  mortgages,  and  it  i 
bound  to  concern  every  man  that  is  in  that  line  of  business. 

There  are,  of  course,  not  many  concerns  doing  what  I  might  ct 
an  interstate  business.  I  could  mention  the  Pearsons-Taft  Lao 
Credit  Co.,  of  Chicago,  the  dean  of  land-mortgage  banks  ii 
America ;  the  Deming  Investment  Co.,  of  Oswego,  Kans. ;  the  Amiri 
can  Investment  Co.,  of  Oklahoma ;  the  Peters  Trust  Co.,  of  Omabi 
E.  J.  Lander  &  Co.,  of  Grand  Forks;  and  perhaps  half  a  don 
more  if  I  had  my  files  here.  Most  loan  concerns  operate  in  a  niuifa 
ber  of  counties  only.  A  number  of  Kansas  concerns  make  loans  n 
Kansas  and  Oklahoma,  and  commercial  banks  like  the  Merchantt 
Loan  and  Trust  Co.  and  the  People's  Trust  and  Savings  Bank,o 
Chicago,  operate  farm-loan  departments  in  conjunction  with  thflii 
banking  business,  which  purchase  loans  in  more  than  one  State. 

I  hardly  think  that  there  are  more  than  30  of  such  concerns,  fai 
those  I  have  mentioned  are,  in  my  opinion,  the  best  managed,  fiiutt 
cially  stro;^est,  and  morally  most  reliable  concerns  we  have. 

I  omit  intentionally  a  number  of  foreign,  particularly  English 
concerns,  because  of  the  fact  that  their  bonds  are  not  sold  in  tbi 
country,  at  least  not  as  far  as  I  know. 

Mr.  Weaver.  Do  you  not  think  that  the  corporations  and  othi 
private  capitalists  engaged  in  loaning  money  now  on  land  and  wh 
are  doing  a  profitable  business  would  oppose  a  system  which  woul 
result  in  reducing  the  rate  of  interest,  and  the  creation  of  a  nfi« 
system  that  would  interfere  with  their  business?  Do  you  not  thi  " 
that  naturally,  simply  on  a  business  and  selfish  basis,  they  woi 
oppose  this  proposition  for  creating  this  new  system? 

Mr.  Badow.  No.  It  is  immaterial  to  private  capital  engaged  in. 
the  loan  business  for  gain  what  rate  they  are  permitted  to  charge.! 
If  the  establishment  of  this  system  will  make  the  investor  buy  low-:' 
rate  bonds,  farmers  will  receive  low-rate  money  from  the  brokeci. 
Loan  concerns  would  make  3  per  cent  loans  to  the  farmer  if  they' 
knew  where  to  get  2  per  cent  money.  . 

Now,  the  Pierson-Staff  Land  Credit  Co.,  I  think,  operates  on  i 
basis  of  much  less  than  1  per  cent  basis. 

Mr.  BuLKLEY.  How  long  have  thev  been  doing  that? 

Mr.  Badow.  Since  1848. 

Mr.  BuLKLEY.  Have  they  been  operating  at  that  small  margin  all 
the  time? 

Mr.  Badow.  That  is  what  they  are  doing  to-day,  but  I  do  not 
think  they  have  been  able  to  do  it  all  the  time;  no,  sir. 

Mr.  BuLKLEY.  How  long  have  they  been  operating  below  1  per* 
cent? 

Mr.  Badow.  You  would  have  to  get  that  information  from  them; 
I  could  not  tell  you. 

Senator  Hollis.  Is  that  concern  partly  philanthropic  ? 

Mr.  Badow.  Absolutely  not. 

Senator  Hollis.  It  is  plain  business?  , 
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Mr.  Badow.  Quite  so.  I  think  that  a  1  per  cent  basis,  an  annual 
liierence  of  1  per  cent  between  the  rate  demanded  by  the  investor 
md  the  rate  paid  by  the  borrower,  is  fully  sufficient  for  a  concern 
ftat  is  in  operation  for,  say,  10  years;  but  1  do  think  that  a  $10,000 
hncem  could  pay  one  decent  salary  under  this  bill  for  some  years 
b  come. 

Under  the  bill  as  you  have  it.  considering  the  various  percentages 
f  inv^tments  permissible — I  do  not  want  to  give  this  as  being 
tisolutely  correct,  but  I  figured  out  that  the  total  amount  that 
^uld  be  earned  by  a  $10,000  concern  in  a  vear  would  be  about 
L662.50. 

ilr.  BuLKLEY.  You  are  speaking  now  of  a  $10,000  bank? 

Mr.  Badow.  Yes;  a  $10,000  bank  with  a  $5,000  surphis,  with 
r,500  of  deposits  and  with  $5,000  of  postal  savings  deposits,  having 

total  of  funds  available  tot  farm  loans  of  $26,905.  They  would 
ien  be  able  to  earn  $3,299.25  a  year,  according  to  this  law. 

If  such  bank  may  sell  its  mortgages  in  their  original  form  is  not 
idicated  in  the  bill;  the  chances  are  they  could  not  market  them, 
nyway.  They  may,  however,  insure  bonds  against  mortgages  not  to 
Kceed  fifteen  times  their  capital  and  accumulated  surplus;  that 
rould  in  the  case  of  a  bank  with  $10,000  capital  and  $5,000  surplus 
lean  outstanding  bonds  of  $225,000,  1  per  cent  on  which  would  be 
S^5.  Adding  to  this  an  average  income  of  3i  per  cent  on  deposits 
arried  and  funds  invested  according  to  the  law  in  Government  or 
Jtftte  bonds,  I  calculate  an  additional  income  of  $437.50  as  being 
lerived  from  $12,500  of  such  other  funds,  a  high  rate  at  that,  and 
Hy  total  income  would  be  $2,662.50.  The  loans  carried  would  have 
xlet  about  $150  to  make,  supposing  that  they  were  20  in  number 
IT  all  in  close  prorfmity  to  the  bank,  and  there  would  be  other 
ttpenses,  so  that  less  than  $2,000  would  remain  for  salaries,  divi- 
doids,  surplus  accumulation,  etc. 

Mr.  Badow.  I  have  not. 

Now,  Mr.  Chairman  and  gentlemen  of  the  committee,  if  vou  were 
to  afidc  me  which  principal  cnanges  should  be  made  in  the  t^letcher- 
lCo6S  bill,  I  would  begin  by  changing  its  name  and  call  it  by  a  short 
title,  "  Land-credit  bank  bill,"  a  mortgage-bank  act,  and  I  would  by 
ill  means  put  the  making  of  city  mortgage  as  well  as  farm  mortgage 
loans  under  its  sphere  of  application.  My  reasons  for  that  I  men- 
tioned before. 

I  would  make  it  easier  for  existing  loan  concerns  to  comply  with 
liis  law  by  permitting  them  to  operate  in  such  localities  as  they, 
5>on  examination,  can  show  to  be  thoroughly  familiar  with,  no  mat- 
5r  in  how  many  States  they  may  be  located.  That  would  simply 
lean  such  territory  in  regard  to  which  they  have  reliable  records 
nd  data  covering  at  least  five  years.  This  would  not  affect  very 
lany  concerns,  anyhow,  so  it  would  not  make  much  difference.    But 

would  enable  those  concerns  to  come  in  under  the  law. 

You  have  a  great  many  provisions  in  that  bill,  but  I  could  not 
nd  a  single  one  that  lays  down  the  method  of  making  a  loan.  T 
ersonally  think  that  a  uniform  method  of  making  loans  should  be 
ttablished  by  law,  as  it  is  established  in  European  countries.  The 
lethod  of  making  loans  is  so  very  varied  that  some  definite  basis 
lould  be  laid  down  first,  and  whatever  local  conditions  or  accidental 
loney-market  conditions  demand  in  the  way  of  changes  could  be 
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supplied  afterwards  by  the  supervising  authority  from  time  to  t 
Such  local  provisions  could  find  place  in  the  by-laws  or  could  be 
mulgated  through  regulations  from  Washington. 

But  the  bill  should  contain,  to  begin  with,  something  as  to 
security  which  is  acceptable.  The  value  accepted  as  the  basis  fi 
loan  should  not  exceed  the  forced-sale  price  in  a  normal  market 
rived  at  by  testimony  of  residents  and  property  owners  of  at  leas) 
years'  standing  and  corroborated  by  records  of  forced  land  sales 
a  period  of  at  least  five  years  past  by  more  than  25  per  cent;  or,  r 
ting  it  in  another  way,  the  interest  which  a  farmer  pays  on  his  d 
should  not  be  more  than  one-third  the  gross  income  from  his  fai 
If  a  man  has  a  gross  income  of  $300  from  his  farm  he  should  not 
a  loan  on  which  the  interest  would  be  more  than  $100  a  year.  Pp 
erty  that  does  not  yield  a  lasting  revenue  should  not  be  considered 
all. 

Improved  property  should  be  loaned  on  at  the  rate  of  50  per  c 
of  value  arrived  at  as  above.  In  the  city  loan  the  cost  value  of  a  i 
building  should  be  taken  as  basis,  and  a  clause  for  a  mandatory  red 
tion  of  the  debt  by  5  per  cent  every  year  should  be  put  into  the  agi 
ment.  In  downtown  sections  of  cities  50  per  cent  of  the  value  of 
lot  should  be  left  out  of  consideration  in  arriving  at  loan  values. 

Unimproved  real  estate  should  be  loaned  on  at  the  rate  of  33i 
cent  only. 

This  to  apply  to  loans  of  five  vears  or  less:  Whenever  the  1 
runs  more  than  five  years  an  additional  2  per  cent  of  the  t 
value  of  the  security  might  be  loaned  for  every  year  such  loai 
to  run  above  five  years,  but  in  no  case  should  the  margin  of  secu 
exceed  60  per  cent.  So-called  leaseholds  should  not  be  acceptei 
security  for  bond  issues  enjoying  the  privileges  of  this  act. 

Loans  of  more  than  five  years  must  be  reduced  annually  by  al 
7  per  cent.  That  is,  the  amortization  or  prepayment  must  be  maj 
tory  in  a  loan  that  is  made  to  run  more  than  five  years.  The  avei 
farmer,  if  he  gets  a  60  per  cent  loan  under  certain  conditions,  I  tl 
it  will  take  him  about  15  years  to  pay  that  loan  back  with  the  e 
ings  and  without  going  and  borrowing  the  money  to  pay  off 
loan. 

Of  course,  if  you  extend  this  act  to  city  loans,  theaters  and  chiir 
should  never  be  loaned  on  by  banks. 

Loans  to  joint  owners,  unless  the  mortgage  is  placed  on  the  \ 
property  with  the  consent  of  all  owners,  should  not  be  made.  S 
of  these  provisions  exist  in  European  laws,  and  I  consider  them  i 
essential  to  the  successful  operation  of  these  banks.  They  should 
be  left  to  the  discretion  of  whoever  is  going  to  administer  this  la 
the  commissioner  or  a  board. 

In  regard  to  amortization  payment — I  do  not  want  to  go  into 
amortization  question  at  all.  That  has  been  thrashed  out,  and  ev 
body  knows  what  amortization  is.  But  partial  loans  or  amortiza 
loans  should  be  repaid  only  in  such  manner  as  to  shorten  the  tim 
the  life  of  the  loan  without  disturbing  the  amount  of  the  annual 
payment  specified  when  amortization  annuities  were  agreed  u 
This  will  save  a  lot  of  bookkeeping.  I  do  not  know  if  that  is  ^ 
into  too  much  detail  or  not.  But  that  is  a  point  that  I  think  sn 
not  be  left  to  by-laws. 

Mr.  Platt.  I  think  it  is  a  good  suggestion. 
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Mr.  Badow.  I  thought  I  might  tire  you  with  these  things,  because 
it  might  be  going  too  much  into  detail.  But  I  want  to  tell  you  that 
my  personal  opinion  is  this :  There  is  not  a  man  in  the  United  States 
bo-day  that  knows  farm-loan  conditions  in  every  State  of  the  Union 
?ufficiently  to  be  able  to  lay  down,  in  an  executive  capacity,  rules 
EUM^ording  to  which  that  loan  business  should  be  carried  on  without 
creating  either  two  much  red  tape  or  leaving  out  something  essential. 
You  have  the  opportunity  here  of  hearing  men  from  every  State  in 
the  Union,  and  two  or  three  from  a  State,  perhaps,  if  you  care  to, 
and  you  are  very  much  better  able  and,  as  I  stated  during  recess, 
better  fitted  to  evolve  the  fundamental  regulations  according  to  which 
that  law  should  be  put  into  execution  than  a  commissioner,  whoever 
he  is,  worth  to  the  country  only  $6,000  a  year.  I  do  not  know  of  a 
man  who  will  be  able  to  do  that  work  that  would  not  be  worth  at 
least  $25,000  a  year.  Any  man  that  is  able  to  carry  this  law  into 
effect  according  to  the  bill  as  it  is  here  is  worth  $50,000  a  year.  That 
is  what  I  think. 

Another  thing:  This  law  should  establish  the  rule  that  a  borrower 
must  not  pay  interest  on  his  loan  with  borrowed  money.  He  must 
earn  that  money,  and  if  he  has  not  got  it,  he  should  come  and  say  so ; 
but  he  must  earn  that  money ;  he  must  not  borrow  the  money  to  pay 
interest. 

Mr.  Weaver.  How  are  you  going  to  tell  whether  the  man  earns 
the  money  or  not?  Suppose  he  does  not  earn  it;  then  are  you  going 
to  foreclose  on  him  because  he  can  go  and  borrow  the  money  from 
somebody,  and  not  let  him  do  that? 

Mr.  Badow.  Well,  no;  I  would  not  foreclose,  but  I  would  scare 
him  by  telling  him  that  it  is  against  the  law  to  do  so;  besides,  I  would 

1>ut  this  into  the  application  blank  as  a  condition  under  which  the 
oan  is  made.    I  think  it  would  have  the  desired  effect. 
Mr.  BuLKLEY.  What  is  the  purpose  of  that  restriction  ? 
Mr.   Badow.  To  prevent  borrowers  from  pretending  they   are 
doing  well,  and  they  are  really  hard  up,  and  simply  happen  to 
have  a  friend  that  loaned  him  the  money  to  pay  his  interest. 

Mr.  BuLKLBY.  In  what  way  is  that  dangerous  to  the  holders  of 
the  mortgage  ? 

Mr.  Badow.  Well^  the  holder  of  the  mortgage  is  led  to  believe  that 
all  is  well,  although  it  is  not  so.  That  practice  is  liable  to  cause  trouble 
later  on,  if  it  should  happen  that  the  friend  calls  for  his  money  when 
the  second  interest  is  due  and  the  farmer  may  have  to  borrow  again, 
and  so  on. 

Mr.  BrrLKLEY.  Well,  I  take  it  for  granted  that  it  is  not  particu- 
larly desirable  to  borrow  money  with  which  to  pay  interest;  but  when 
a  man  has  not  got  it  I  do  not  see  any  reason  why  he  should  not 
1)orrow  it. 

Mr.  Badow.  He  should  not  have  to  do  it.  If  a  man  has  a  crop 
lulure,  this  bill  should  be  as  lenient  as  are  the  provisions  of  the 
credit  foncier,  which  in  case  of  crop  failures,  floods,  or  other  dis- 
asters gives  borrowers  a  reasonable  time  of  from  30  to  60  daj^s  to 
pay  up.  I  think  we  are  big  enough  to  provide  similar  provisions. 
If  a  man  is  honest  and  industrious  any  loan  concern  will  give  him  a 
diance. 

1*0  give  an  illustration,  in  North  Dakota  one  day,  in  summer  of, 
I  think,  1910,  between  11  a.  m.  and  2  p.  m.,  I  have  known  of  some- 
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thing  like  5,000  acres  of  wheat  burned  up,  and  some  of  the  peo 
had  nothing  in  the  world  but  that. 

Senator  Holms.  What  do  you  mean  by  "  burned  up  "1  You  do 
mean  killed  by  insects,  do  you? 

Mr.  Badow.  No  ;  burned  by  the  heat. 

Senator  Hollis.  Not  physically  burned? 

Mr.  Badow.  No;  just  destroyed  by  the  heat  within  three  houi 
thousands  of  acres.  There  is  a  calamity  which,  if  we  were  still  be 
ing  our  heads  down  to  the  ground  when  praying,  I  suppose  we  wc 
probably  call  a  visitation  from  Heaven. 

Senator  Hollis.  We  have  thought  that  extreme  heat  comes  fi 
the  other  place,  you  know.     [Laughter.] 

Mr.  BadOw.  So  I  have  been  told  also,  but  this  one  came  from  ab 
In  this  connection  let  me  urge  upon  you  a  provision,  making 
versified  farming  in  some  way  mandatory  upon  borrowers.     It  wc 
be  a  particular  olessing  to  the  South,  even  if  the  one  nigger, 
mule,  one-bale  tradition  has  begun  to  change. 

The  cost  of  every  appraisal,  title  investigation,  or  inspection,,  or 
other  service  necessary  for  passing  on  a  loan  ^ould  De  paid  by 
borrower  wheth^  the  loan  is  made  or  not.  For  the  appraisemen 
a  loan  a  fixed  scale  of  prices  should  be  adopted,  and  I  think  i 
should  be  adopted  in  the  law,  instead  of  making  it  a  subject  for  re 
lation  by  the  by-laws,  because  the  cost  would  be  about  the  same  in 
^sections  of  the  country. 

Mr.  BuLKLEY.  You  say  those  expenses  ought  to  be  borne  by  the 
plicant  whether  the  loan  is  made  or  not  ? 

Mr.  Badow.  Yes ;  whether  the  loan  is  made  or  not. 

It  is  the  rule  in  France  and  other  countries  and  it  is  only  fair  a 
should  be  the  rule  here.  I  have  spent  as  much  as  a  day  on  one  fai 
where  the  loan  amounted  to  less  than  $2,500,  and  I  inspected  tl 
farm,  went  over  every  acre,  got  muddy,  had  to  drink  a  cup 
!bad  coflFee,  contracted  colds  and  other  varieties  of  discomfort,  a 
when  I  got  back  to  the  office,  had  recommended  that  the  loan 
made,  and  we  had  gotten  the  papers  ready,  we  received  a  let) 
saying  that  "  Tom  Hiding  Horse,"  or  whatever  his  name  was,  c 
not  want  the  loan,  as  somebody  else  would  give  him  more  mon( 
and  all  my  work,  time,  and  money  was  spent  lor  nothing. 

Mr.  BuLKLEY.  Now,  suppose  that  you 

Mr.  Badow  (interposing).  That  is  an  expense,  by  the  way.  h 
men  count  on  in  fixed  charges  and  which  the  other  fellow  pays. 

Mr.  BiTLKLEY.  Suppose  that  you  recommended  that  the  loan 
not  made? 

Mr.  Badow.  Yes. 

Mr.  BiTT.KLEY.  Then  do  you  thmk  that  the  applicant  should  p 
the  expense? 

Mr.  Badow.  Yes;  jupt  the  same.  That  is  not  my  fault  that  tl 
security  is  not  good  for  the  amount  demanded.  If  that  man  isn 
willing  to  accept  the  amount  I  can  conscientiously  lend  it  is  his  faa 
You  know  there  is  not  a  piece  of  productive  land  on  which  a  loan 
some  kind  could  not  be  made.  But  if  the  man  is  not  willing  to  acce 
the  loan  which  I  am  willing  to  make,  then  he  would  be  giving  roe  i 
that  trouble  for  nothing.  If  I  appraise  the  land  to  be  good  i 
a  loan  of  $1,800,  he  ought  to  be  satisfied  and  not  insist  upon  $2,W 
Tie  should  know  that  the  loan  man's  profit  lies  in  having  his  mou 
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3ut  day  and  night — the  more  the  merrier.  But  borrowers  have 
seldom  that  much  reasoning  power,  they  must  have  $2,000;  they  even 
>ffer  more  commission  for  stretching  a  point  or  two,  and  if  I  can 
not  honestly  see  my  way  to  recommending  such  a  loan,  I  think  that 
he  ought  to  pay  the  expenses.  He  would  have  to  do  it  in  almost  every 
>ther  country  in  the  world. 

Mr.  Platt.  Do  you  think  that  the  expenses  of  inspecting  lands  on 
Mrhich  loans  mi^ht  not  be  made,  or  would  not  be  made,  would  be  quite 
%  considerable  item? 

Mr.  Badow.  Yes;  it  would  be  a  considerable  item.  I  think  that 
you  will  find  that  the  majoritv  of  loan  concerns  reject — ^well,  I 
%m  safe  in  saying  50  per  cent  oi  the  loans  that  are  offered  to  them; 
10  per  cent  of  such  rejections  are  made  after  inspection. 

Mr.  Platt.  And  you  think  that  would  be  likely  to  be  about  the 
proportion  with  these  farm-land  banks? 

Mr.  Badow.  It  may  and  it  may  not  be  the  same^  because  I  presume 
that  the  prospective  borrower  from  this  community  farm-land  bank 
would  never  nave  the  courage  to  come  and  ask  the  people  who  know 
him  and  his  land  for  a  $2,000  loan  when  he  knows  that  the  biggest 
amount  he  could  properly  get  on  that  land  would  be  $1,000.  He 
would  not  do  with  them  what  he  often  tries  to  do  under  the  present 
lystem. 

Do  not  think  for  a  minute,  gentlemen,  that  the  loan  men  are  run- 
aing  the  farmer.  That  is  not  the  case.  On  the  contrary,  I  am 
personally  convinced  by  experience  that  it  is  the  farmer,  particularly 
m  the  better  sections,  that  runs  the  loan  banker.  I  have  seen  it 
bappen  in  Iowa,  and  know  it  to  be  true  in  other  States,  that  instead 
of  accepting  what  the  bank  is  willing  to  give,  the  farmer  tells  the 
banker  the  rate  he  is  willing  to  pay. 

Mr.  Platt.  That  is  to  say,  there  is  enough  competition  for  farm 
loans  now,  in  the  best  sections  of  the  country,  so  that  if  a  farmer 
can  not  get  his  loan  on  the  terms  he  desires  in  one  place  he  can  do 
80  in  another. 

Mr.  Badow.  Oh,  yes. 

Mr.  Platt.  That  is  the  condition,  is  it  ? 

Mr.  Badow.  Yes;  undoubtedly. 

Now,  if  a  loan  is  to  be  made  the  proceeds  of  which  are  partially  to 
be  used  to  repay  a  former  indebtedness  the  credit  f oncier  retains  the 
amount  necessary  to  liquidate  that  former  debt  and  completes  pay- 
ment, instead  of  giving  the  money  to  the  borrower.  I  think  this  is  a 
good  provision  and  we  should  adopt  it. 

Mr.  Platt.  That  is  the  sort  of  regulation  that  the  commissioner  of 
farm-land  banks,  or  the  commissioners  if  there  are  more  than  one, 
^ould  make,  is  it  not  ? 

Mr.  Badow.  Well,  I  feel  that  these  are  fundamental  rules  good  for 
^U  times,  and  thej  should  be  contained  in  the  bill. 

Mr.  Platt.  It  is  very  well  to  bring  the  matter  out  now,  but  it  is  a 
Question  whether  we  ought  to  put  that  into  the  bill. 

Mr.  Badow.  Why  not?  It  would  eliminate  a  great  deal  of  experi- 
tdenting. 

Now,  Mr.  Chairman  and  gentlemen  of  the  committee,  let  me  give 
fou,  just  as  quickly  as  I  can,  my  idea  of  rural  credit  reform. 
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As  I  take  it,  you  have  before  you  here  a  threefold  problem.  The 
first  one  is  the  providing  of  cheaper,  more  facile  land  credit,  to  what 
Mr.  Robinson  yesterday  called  "  solvent "  owners — ^I  will  simply  say 
to  property  owners,  ana  I  mean  by  that  both  farm  and  city  owners. 

The  second  would  be  the  providing  of  funds  whereby  a  poor, 
honest,  hard-working  man,  farm  or  city  worker,  can  procure  a  piece 
of  property  for  his  use  and  support  on  conditions  whicn  have  to  vary, 
of  course,  very  materially  from  those  which  apply  to  an  established 
farmer  seeking  loan  funds. 

Third,  you  have  before  you  the  problem  of — I  do  not  say  organiz- 
ing a  cooperative  system,  because  I  do  not  think  you  have  that— but 
you  do  have  the  problem  of  doing  your  very  level  best  to  get  the 
farmers  to  the  point  where  they  will  organize  among  themselves  a 
cooperative  system.  Now,  those  are  the  three  problems.  I  think  that 
all  of  them  could  best  be  solved  by  a  board,  wnich  I  will  call  a  "  Fed- 
eral land-credit  board."  Whether  that  land-credit  board  should  be  a 
part  of  the  Federal  Reserve  Board  or  an  independent  body  is  a  some- 
thing on  which  I  am  not  quite  clear.  I  am  not  quite  prepare  to  state 
that.  I  think  it  can  be  combined  with  the  Federal  Reserve  Board;  I 
am  almost  sure  it  can. 

Instead  of  having  one  commissioner,  such  as  this  bill  provides,  I 
would  have  this  board.  Now,  if  it  was  an  independent  land  credit 
board,  then  I  would  have  on  that  board  a  representative  from  the 
different  sections  of  the  country,  divided,  just  as  the  United  States 
Government  does  in  getting  up  its  statistics,  into  groups  somewhat 
as  follows :  One  from  the  Soutn  Atlantic  States,  one  from  the  North 
Atlantic  States,  from  the  Central,  Southern,  Middle  Western,  Nwih- 
western,  Southwestern,  and  Far  Western  States;  that  would  gif» 
eight  members  of  the  board — one  from  each  section  of  the  country. 

In  addition  to  these  members  I  would  have  the  Secretary  of  AjErri- 
culture  and  the  Secretary  of  the  Treasury  sit  on  the  board  besides 
the  governor,  appointed  by  the  President.  The  Secretary  of  Agri- 
culture and  the  Secretary  of  the  Treasury  being  meml)ers  of  the 
Cabinet,  the  President  would  practically  have  the  appointment  of 
three  members  of  the  board ;  the  other  members  would  oe  elected  by 
the  one  national  land  credit  bank  of  each  State  belonging  to  tki 
geographical  region  mentioned. 

One  national  land  credit  bank  to  be  created  by  all  banks,  trust  com- 
panies, and  loan  concerns  within  the  State  which  have  complied 
with  the  Federal  land  credit  act. 

The  capital  of  such  State  institution  should  be  not  less  than  75 
cents  per  inhabitant,  and  the  surplus  25  cents  per  inhabitant.  I 
mean  oy  that,  that  if  you  have  a  State  like  Arizona,  for  instance, 
you  should  not  demand  a  $5,000,000  or  any  other  million  dollar 
capital,  because  it  could,  perhaps,  not  be  obtained,  and  that  State 
would  never  be  able  to  have  such  bank  on  a  fixed  minimum  amoonl 
of  capital  provision.  On  the  other  hand,  in  the  city  of  Chicago.  I 
presume,  it  would  not  take  60  days  before  we  would  have  a 
$25,000,000  concern,  provided  a  practical  law  was  passed.  As  I 
mentioned  this  morning,  I  had  an  institution  like  this  in  view,  and 
if  it  had  not  been  for  the  apparent  uncertainty  as  to  action  by  Con- 
gress on  this  particular  subject  we  would  have  gone  ahead  and  ^ 
would  have  had  a  big  concern  in  Chicago  to-day— but  it  was  thougU 
better  to  wait  until  Congress  had  acted  and  had  laid  down  the  law. 
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intended  to  come  before  Congress  and  ask  you  for  a  Federal 
ter  later  on. 

le  national  land-credit  bank  of  each  State  which  I  propose  makes 
s  in  the  State  wherever  it  wants  to.  The  local  bank  makes  its 
s  in  its  own  particular  territory;  but  such  territory  may  be  en- 
i  by  the  State  bank,  for  the  simple  reason  that  a  $10,000  local 
[  could  not  make  a  $10,000  loan,  which  a  State  bank  could  make, 
local  bank  acting  as  agent  for  the  State  bank.  The  local  bank 
Id  take  care  of  the  smaU  borrower,  and  the  larger  borrower  would 
iken  care  of  by  the  State  bank.  The  national  land-credit  bank 
ich  State  is  the  only  bank  to  issue  bonds  on  land  mortgages  of 

State.  Bonds  thus  issued  would  be  available  as  acceptable  se- 
ty  for  funds  of  the  Federal  Government  only  upon  deposit  by 
State  institution  with  the  federal  land-credit  board  as  trustee  of 
)00  worth  of  mortgages  for  every  $10,000  of  bonds  they  are  to  se- 
.  A  like  deposit  to  be  made  for  bonds  to  be  oflfered  in  extra  State 
Jets. 

le  federal  land-credit  board,  ex  officio,  would  be  trustee  for 
;gages  of  the  State  banks  that  form  the  basis  for  certain  bond 
me  a  national  land-credit  bank. 

J  to  the  local  national  land-credit  bank,  any  loan  concern,  any 
3  bank  or  trust  company  wishing  to  come  under  this  system, 
ng  a  capital  of  $10,000  and  a  surplus  of  $2,500,  may  do  so  and 
me  a  national  land-credit  blink. 

5  it  would  probably  be  just  as  desirable  to  have  the  federal  land- 
it  board  form  a  part  of  the  Federal  Reserve  Beard,  the  smaller 
:s  could  thus  become  members  of  the  Federal  reserve  system  and 
y  the  privileges  of  the  same,  which  through  the  present  minimum 
talization  of  $25,000  is  withheld  from  banks  with  a  smaller 
tal.  I  understand  that  there  are  many  banks  to-day  willing  to 
3ase  their  capital  to  $25,000  but  for  the  fact  that  their  territory 
d  not  support  such  capitalization.  Mortgages  made  by  a  local 
c  to  be  used  for  securing  the  bond  issues  of  the  State  bank  are 
e  discounted  by  the  State  institution  at  a  premium  of,  say,  one- 

of  1  per  cent,  or  under  what  we  call  the  "  split  indorsement." 
esume  you  are  familiar  with  the  split  indorsement? 
r.  Weaver.  Well,  it  will  be  better  not  to  make  too  many  violent 
umptions. 

r.  Badow.  Well,  a  split  indorsement  would  be  this: 
ake  an  ordinary  note  of  6  per  cent  made  by  John  Smith  to  him- 
Before  he  indorses  it  on  the  bank  by  signing  his  name,  some- 
g  like  this  is  stamped  upon  the  reverse  of  the  note : 

Pay  to  the  order  of  the  Wisconsin  National  Land  Credit  Bank 
en-twelfths  of  the  interest  and  all  of  the  principal  of  this  note  as 
jcted,  and  one-twelfth  of  the  interest  to  the  Watertown  National 
d  Credit  Bank  as  collected. 

"(Signed)  John  Smith." 

y  this  method  the  local  bank  is  sure  of  one-half  of  1  per  cent  a 
',  and  the  bank  of  the  State,  by  this  indorsement,  obtains  a  like 
unt — the  one  for  making  the  loan,  the  other  for  carrying  it 
tnon^  the  various  handicaps  which  exist  in  the  interstate  loan 
ness  IS  the  uncertainty  of  time  necessary  to  perfect  a  title.  1  am 
I  lawyer  and  can  not  discuss  the  subject  to  any  extent,  but  I  would 
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like  to  make  a  suggestion  here  and  leave  it  to  you  to  decide 
worth. 

It  is  in  regard  to  making  the  title  registration  of  real  estate  sn 
ing  loans  more  uniform.  I  think  that  as  soon  as  a  loan  has  I 
accepted  by  the  national  land-credit  bank  of  a  State,  the  pertii 
facts  of  that  title  should  be  entered  in  the  title  register  of  the  bi 
and  from  then  on  nothing  but  a  plain  certificate  issued  by  that  S 
institution  would  be  necessary  to  enable  the  owner  of  that  partia 
piece  of  property  to  borrow  money  again  from  such  bank. 

Mr.  Weaver.  That  is  a  sort  of  modificaticm  of  the  Torrens  L 
system? 

Mr.  Bai>ow.  Yes.  Although  I  have  not  looked  at  it  that  waj 
yet,  I  think  it  will  have  the  effect  of  inducing  States  to  introduce 
Torrens  system. 

Mr.  Weaver.  We  had  a  vote  on  that  in  my  State,  Oklahomi,  i 
it  was  carried  by  quite  a  large  majority  of  uie  voters. 

Mr.  Badow.  Yes;  I  heard  about  it. 

Mr.  Weaver.  But  not  sufficient,  under  our  constitution,  to  make  it  1 

Mr.  Badow.  I  see. 

Mr.  Wea>'er.  Let  me  make  an  explanation  about  Oklahoma.  " 
constitution  of  Oklahoma  can  be  amended  by  a  majority  vote. 

Mr.  Badow.  Yes. 

Mr.  Weaver.  But  it  must  be  a  majority  of  all  the  persons  who  i 
at  that  particular  election;  and  when  this  Torrens  land  sysi 
amendment  was  offered  in  our  State  a  number  of  other  qaeki 
were  presented,  and  a  great  many  voters  did  not  vote  at  all  on  t 
question,  and  for  that  reason  it  did  not  get  a  majority  of  all  the  ▼< 
that  were  polled  at  the  election  and  did  not  become  a  part  of 
organic  law. 

Mr.  Badow.  Well,  after  such  titles  have  once  been  entered  in  t 
Federal  land  bank  title  register  the  owner  of  this  particular  pi 
of  land  from  then  on  can  borrow  at  any  time  from  either  the  h 
or  the  State  bank  without  having  to  pay  any  attorney's  fees  to 
that  title  searched,  and  all  that  sort  of  thing.  It  will  simply  bf 
it  to  that  point. 

Mr.  Platt.  Would  it  not  do  to  accept,  in  a  similar  way,  the  ti 
of  any  land  on  which  mortgages  had  previously  been  placed  by  9 
banks  or  mutual  savings  banks? 

Mr.  Badow,  I  did  not  quite  understand  that. 

Mr.  Platt.  Or  building  and  loan  associations.  On  any  lands 
which  loans  have  already  been  made  by  mutual  savings  banks 
State  banks,  could  those  titles  be  presumed  to  be  good  and  be  re 
tered  with  the  State  farm  land  bank  without  any  further  prd 
inary  ?  If  the  bank  has  already  accepted  a  loan  on  the  land,  1 
sumably  it  has  gone  into  the  question  of  title  as  fully  as  can  be  4 

Mr.  Badow.  No ;  I  would  not  consider  this  acceptable,  and  I ' 
tell  you  why :  No  matter  how  excellent  the  men  that  are  mnning 
other  bank,  loan  association,  or  whatever  it  may  be,  the  land  ct 
bank,  being  responsible  for  its  loans,  must  have  made  its  owb 
vestigation.  I  mean  the  bank  can  not  go  after  the  officials  fi 
other  concern  and  say,  "  Well,  how  about  it;  you  told  us  the  dtb 
gjood?"  They  must  absolutelv  rely  on  their  own  judgment 
Uiat  reason  I  think  they  might  just  as  well  make  a  &oroii|^ 
spection  once  more,  so  far  as  the  title  is  concerned,  and  whati 
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ind  then  to  be  the  actual  facts  they  can  keep  on  record  from 
le  on. 

*LATT.  Well,  this  amortization  principle — suppose  these  f  arm- 
(  one  of  these  long-time  loans;  it  wUl  be  a  long  time  before 
the  title  straightened  out  in  that  case.  If  a  man  takes  a  loan 
•u  for  20  or  30  years,  he  would  not  want  to  make  another  loan 
ng  time. 

Jadow.  Well,  hardly,  as  a  matter  of  fact  he  couldn't  without 
e  from  the  first  loan.  As  to  amortization  loans,  they  will 
of  real  importance  only  in  connection  with  what  I  call  "  part 
lie  problem,  which  I  would  like  to  see  taken  care  of  by  this 
J  problem  of  the  "  insolvent "  but  very  desirable  young  man 

nts  to  acquire  land 

l^EAVER  (interposing).  You  do  not  mean  "  insolvent "? 
Iadow.  I  mean  he  has  not  money  enough  to  buy  his  home. 
Veaver.  Well,  what  we  call  an  insolvent  man  is  one  that  is 
lly  bankrupt. 

^ADOw.  Yes ;  but  I  am  using  the  expression  "  insolvent "  in 
;e  in  which  Mr.  Robinson  used  it  yesterday,  meaning  a  man 
capital.  That  will  be  the  kind  of  man  that  will  use  the  amor- 
plan. 

'latt.  Well,  he  has  to  have  50  per  cent  of  the  value  of  his  land, 
,  to  pay  down  in  cash.    You  can  not  call  him  "  insolvent." 
iADOW.  Yes.    As  the  bill  stands  now  that  is  true.    But  under 
call  part  2  of  the  problem  before  you,  he  would  not  need  50 

urse,  I  know  that  you  can  get  hundreds  of  families  that  will 
ross  f rcHn  Russia  or  Poland  with  enough  money  to  buy  a  farm 
res  by  paying  half  of  it  down  and  giving  a  mortgage  for  the 
But  Russia  is  far  away.  Those  poor  fellows  in  the  steel 
uth  of  Chicago  are  nearer  to  my  thought.  They  knew  noth- 
farming  when  they  came,  and  yet  they  are  working  in  the 
Us  and  losing  their  fingers  and  having  an  eye  put  out  or  a 
off  in  trying  to  make  a  living  when  they  could  live  nicely  on 
1.  The  little  money  they  had  is  now  gone  from  many  of  them, 
em  a  chance  to  get  a  piece  of  land,  and  say,  "  Well,  the  price 
ich ;  you  pay  me  so  much  down  " — make  it  one-third ;  make  it 
i;  I  do  not  care  with  how  much  you  trust  them;  they  will 
)od.  They  will  pay  that  debt  off  just  as  soon  as  they  possibly 
i  I  do  not  think  a  single  one  of  them  would  take  20  years  to 

Veaver.  Those  Chicago  people  that  you  were  speaking  about 

king  in  the  steel  mills  and  are  mostly  foreigners,  are  they  not, 

ve  immigrated  to  this  country  ? 

^ADOW.  Yes. 

Veaver.  Of  what  nationality  are  they  ? 

Jadow.  Thev  are  mostly  Russians,  Poles,  Slovaks,  and  Finns, 

h  you  will  find  Irish,  Swedes,  and  Germans  sometimes. 

Veaver.  What  are  they  doing  here  ? 

3adow.  Unskilled  labor.     Each  one  has  just  one  particular 

>n  to  perform,  such  as  opening  a  furnace  door,  cooling  bars, 

r  a  piece  of  red-hot  metal,  etc. 

V  EAVER.  They  belonged  to  the  farming  population  of 

sr  countries  before  they  came  here? 
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Mr.  Badow.  Yes ;  most  of  them ;  just  as  fine  farmers  as  the  Ger 
farmers  were  who  came  over  here  a  long  time  ago  and  had  m< 
enough  to  keep  alive  until  the  homestead  land  produced.  The 
sian  farmer  is  perhaps  slower  and  clumsy,  but  he  is  of  the  same  mat 
as  the  very  best  Swede,  Norwegian,  or  German.  I  know  it.  I 
met  those  Mushiks  in  the  Dakotas.  They  are  ^oods  farmers;  am 
do  not  need  to  give  them  160  acres;  40  acres  is  all  they  need, 
will  perhaps  never  become  captains  of  industry,  but  they  an 
farmers,  and  will  raise  vegetables  and  fruit  in  addition  to  whea 
other  staples.    They  will  make  a  good  living  anyway. 

Mr.  Weaver.  This  bill  is  not  designed  for  the  benefit  of  th( 
tains  of  industry,  anyhow,  is  it? 

Mr.  Badow.  No. 

Mr.  Platt.  Some  way  would  have  to  be  found  to  give  thoa 
a  margin.  Of  course,  that  could  be  done  by  another  local  a^ 
tion,  which  would  grubstake  them  and  give  them  50  per  c( 
the  V)rice  of  the  land. 

Mr.  Badow.  Who  is  going  to  grubstake  a  man  who  goes  to  a 
ing  section  and  whom  nobody  mows?     I  mean  that  it  will  tab 
years  to  establish  himself,  and  even  when  he  will  not  be  able 
anything  from  a  local  loan  association  under  the  present  cond 
as  he  owns  no  property,  he  could  not  get  a  loan  to-day  to 
piece  of  land  worth  $20  an  acre,  with  only  one-fourth  of  the 
m  his  jeans.    I  do  not  think  that  he  could  get  such  a  loan 
present  conditions. 

Mr.  Platt.  Do  you  not  think  it  would  be  possible  for  him 
that  loan,  just  as  in  the  case  Mr.  Eobinson  spoke  of,  throuj 
own  countrymen;  that  is,  through  a  lot  of  them  going  ahea 
or^nizing  a  local  credit  union? 

Mr.  Badow.  Yes;  perhaps  so. 

I  have  in  mind  the  work  done  by  the  Union  Pacific  and  othe 
roads  in  Canada,  with  assistance,  and  I  think  more  than  enco 
ment  by  the  Dominion  Government. 

The  last  time  I  was  in  Winnepeg  the  immigration  commif 
was  getting  ready  to  go  East  and  supervise  the  arrival  of  some 
farmers  from  various  European  countries ;  they  were  to  receiv 
at  a  certain  price,  cows,  teams,  implements,  seeds,  and  ever 
else  needed  to  get  them  started.  In  return  the  immigrant  1 
pay  a  very  small  amount  year  by  year.  If  Canada  can  do  i 
can  not  we  do  that.  We  would  not  have  to  go  to  Europe  to  g 
men;  they  are  already  here. 

As  to  tne  third  problem,  as  I  see  it  before  you,  I  think  it  c 
more  of  a  consistent  advocation  of  cooperative  societies  befo; 
law  is  passed.  Europe  first  had  its  societies  before  it  set  at 
regulate  their  conduct  by  law.  Why  we  should  want  to  stj 
other  way  I  do  not  know ;  neither  do  I  know  if  the  time  is  ri 
it;  if  the  farmer  has  realized  the  need  of  cooperation.  Th( 
emment  having  surely  extensive  information  on  the  subject 
questionably  in  a  position  to  know  how  ready  the  farmer 
cooperation.  But  no  matter  how  ready  he  is,  let  him  evolve  a 
first,  aid  him  in  doing  it,  but  postpone  legislation  on  the  \ 
until  such  legislation  would  really  be  the  consensus  of  opiE 
those  concerned. 
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7^  Mr.  Chairman  and  gentlemen  of  the  Senate  and  House  com- 
s,  I  think  I  have  given  you  substantially  my  humble  views  on 
lole  subject.  I  am  very  sorry  Senator  HoUis  had  to  leave  so 
as  I  would  have  liked  him  to  hear  the  last  part  of  my  disser- 
ve the  chairman  has  to  leave  also,  I  am  sorry  to  say  you  will 
5ly  not  have  time  to  ask  me  any  questions,  and  I  therefore 
you  for  all  the  many  courtesies  you  have  shown  me,  reiterat- 
^ain  that  I  am  deeply  indebted  to  you,  Mr.  Chairman,  for 
I  called  me  here.  I  enjoyed  every  minute  of  my  stay, 
t  is  all  I  have  to  say,  Mr.  Chairman. 

BuLKiiEY.  Mr.  Badow,  we  thank  you  very  much  for  your 
ance  and  the  information  that  you  have  given  the  committee, 
ereupon,  at  4.10  o'clock  p.  m.,  the  subcommittees  adjourned 
Tuesday,  March  10, 1914,  at  10.30  o'clock  a.  m.) 
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TUESDAY,  MABCH  10,  1914. 

House  of  Representatives, 

WashingUm,  D.  0. 
The  subcommittees  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
Hon.  Robert  J.  Bulkley  presiding. 

Present:  Representatives   Seldomridge,   Stone,   Moss,   Piatt,  and  , 
Woods. 
Mr.  Bulkley.  Mr.  Cunningham,  we  will  hear  you  now. 

STATEMENT  OF  JOHN  CUNNINGHAM,  FARMER,  GBANVILLB, 

OHIO. 

Mr.  Bulkley.  Please  state  for  the  record  your  occupation  and 
connection  with  this  subject. 

Mr.  Cunningham.  My  name  is  John  Cxmningham;  I  reside  at 
Granville,  Ohio;  am  a  farmer,  and  at  present  a  member  of  the  Ohio 
Senate.  My  connection  with  the  subject  has  been  in  the  nature  of 
commissioner  representing  Ohio  in  studying  the  European  coopera- 
tion in  agricultural  finance  with  the  American  commission  last  sum- 
mer, and  in  compiling  and  making  a  report  to  the  governor  of  Ohio. 

Now,  Mr.  Chairman  and  gentlemen,  notice  to  come  down  here  was 
rather  unexpected,  and  my  preparation  to  make  an  address  before 
you  has  been  rather  limited.  Anyway,  I  feel  that  you  have  had  a 
very  large  amount  of  testimony  given  to  you  on  the  subject  of  rural 
credits,  and  that  there  is  no  need  for  me  to  go  into  any  detail  with 
reference  to  analyzing  it.  I  take  it  that  wnat  is  most  important 
before  the  committee  is  a  discussion  of  the  proposed  bills  tnat  are 
up  for  your  consideration.     Is  that  right,  Mr.  Cnairman? 

Mr.  Bulkley.  Yes,  sir. 

Mr.  Cunningham.  The  matter  of  amortization  and  the  manner 
of  loaning,  and  such  things  as  that  I  will  not  attempt  to  go  into  in 
detail,     it  has  not  been  my  privilege  to  have  a  copy  of  afl  the  pro- 

Kosed  bills  that  are  before  you,  but  there  are  two  bills  which  I  have 
een  studying  more  or  less  closelv,  one  proposed  by  Senator  Fletcher 
and  Mr.  Moss,  and  one  proposed  by  Mr.  Bathrick  of  Ohio. 

Now,  I  will  attempt  to  make  my  remarks  as  a  farmer  and  on  the 
subject  that  deals  directly  with  a  farmer,  without  bias  or  prejudice, 
not  being  guided  by  any  selfish  interests.  I  am  not  connected  with 
any  financial  institution,  and  I  am  not  a  financier  in  that  sense  of 
the  word  at  all.  My  thought  on  the  subject  is  what  will  be  for  the 
betterment  of  agriculture,  what  will  better  the  condition  of  the 
agricultural  people  of  the  whole  United  States. 

I  reaUze,  m  the  first  instance,  to  compare  the  subject  of  roral 
credits  legislation  with  that  that  is  in  effect  in  Europe,  we  have  manj 
conditions  to  meet  in  this  country  that  are  not  pertinent  in  Europe. 
In  the  first  instance,  the  scope  which  our  Government  covers  is  so 
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r^er  in  area,  and  the  conditions  so  much  more  varied  than 
ticular  country  Europe  has  to  deal  with  that  it  makes  a 
rger  subject  for  us  to  handle.  For  instance,  Germany,  the 
cooperative  credit,  is  a  country  with  an  area  much  less  than 
the  State  of  Texas.  We  have  possibly  25  or  30  times — I  do 
ctly  know  the  comparative  area  at  tnis  time  and  have  not 
on  that  point — but  we  have  possibly  25  or  30  times,  or 
$ven  more,  area  to  cover,  than  tne  Germans,  so  that  in  scope 
ation  proposed  there  is  a  much  larger  area  and  much  more 
ed  conditions  to  cover.  While  tne  principle  appUed  to 
agricultural  credit  may  be  embodied  or  followed  to  a  great 
3y  the  legislation,  either  by  the  Nation  or  by  the  States, 
3  come  to  divide  those  parts  off  to  be  worked  out  to  meet  the 
OS  of  the  various  sections  of  the  country  we  may  have  to 
•me  changes  in  details.  There  are  conditions  in  the  various 
tiat  make  it  particularly  hard,  I  beheve,  to  adequately  frame 
legislation  so  that  they  will  harmonize,  but  I  think  in  the 
Dosed  by  Mr.  Moss  and  Senator  Fletcher  that  these  condi- 
kve  been  admirably  taken  care  of — that  is,  speaking  as  to 
3.  There  may  be  some  minor  points  that  can  be  changed  to 
Jy  help  the  bill,  but  I  think  the  bill,  as  drafted,  combines  all 
lary  essential  and  best  features  that  make  for  the  success  of 
jrent  systems  in  Europe,  and  that  they  have  to  a  very  large 
•een  so  arranged  that  it  makes  it  possible  for  their  easy  appu- 
n  this  country.  It  is  also  made  possible  for  the  various 
0  supplement  this  bill  with  legislation  that  will  put  an  agri- 
credit,  farm  credit,  system  mto  operation  with  the  least 
or  expense. 

«7^ell  aware,  as  a  farmer  and  a  member  of  farmer  organizations, 
5  Fletcher-Moss  bill  has  some  opposition;  but  I  think,  and 
3  a  farmer  and  a  member  of  these  farmer  organizations,  that  a 
al  of  this  opposition  comes  from  a  feeling  of  being  slighted  in 
inner  or  other,  and  some  from  not  having  made  a  close  study 
picultural  credit  systems. 

if  I  may  be  permitted  to  explain  myself  with  reference  to  this 
mean  there  that  the  Bathrick  bill  has  been  indorsed  by 
Farmer  organizations,  and  the  reasons  given  for  the  indorse- 
e  at  variance  with  the  principles  laid  down  by  those  same 
,tion  that  indorse  the  Bathrick  bill.  For  instance,  certain 
,tions  declare  for  an  equal  opportunity  for  the  agricultural 
connection  with  their  business  organizations.  They  declare 
any  special  privilege  for  any  paternalism,  but  they  turn,  on 
r  hand,  and  come  back  and  ask  for  a  bill  that  is  paternalism  in 
d  the  main  part  of  the  bill  really,  to  my  mind,  is  of  a  paternal- 
ure. 

ULKLEY.  Which  organization  are  you  referring  to  now  ? 
CTNNiNGHAM.  I  refer  primarily  to  the  National  Grange.     lam 
r  myself,  but  I  hold  no  official  position  outside  of  tne  county 
,tion,  but  at  the  same  time  I  am  very  familiar  with  grange 

ULKLEY.  Do  you  mcaii  in  that  respect  the  legislative  com- 
f  the  grange  has  failed  to  fairly  represent  the  sentiment  of  the 
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Mr.  Cunningham.  I  can  not  say  that  I  will  answer  that  in  that 
I  will  say  that  I  think  the  legislative  committee  of  the  National  Gi 
iias  not  attempted  to  find  out  the  exact  position  of  the  grange, 
have  attempted  to  lead  the  indorsement  oi  the  grange  to  their  wa] 
4;hinking. 

Mr.  BuLKLEY.  Is  it  your  judgment  that  the  membership  of 
grange  generally  does  not  agiee  with  that? 

Mr.  Cunningham.  It  is  my  judgment  that  the  membership  of 
grange  primarily  has  not  entered  mto  this  subject  to  such  an  exi 
that  they  are  in  position  to  pass  judgment  in  the  manner  tlut| 
desired  by  the  committee;  that  the  action,  primaiily,  of  the  gn 
has  been  taken  on  certain  statements  sent  out  by  the  executive 
mittee  of  the  National  Grange,  and  that  they  have  not  entirely  cqt( 
the  subject  in  an  unbiased  manner. 

Now,  then,  the  only  condition  of  the  Bathrick  bill  which  I  ti 
exception  to,  and  which  substantiates  mv  proposition  of  being  bo 
paternalistic  and  biased,  is  the  fact  that  tne  provision  of  the  Baihij 
bill  providing  that  the  Government  may  loan  money  to  farmen= 
4i  per  cent  3  the  money  is  borrowed  at  3i  per  cent  on  bonds,  i 

flvmg  one-half  per  cent  of  that  1  per  cent  profit  to  oreanizatioDS 
andung  loans.  One  criticism  that  the  grange,  if  I  shallspeak  plan 
makes  of  the  Fletcher-Moss  bill  is  that  it  thiowB  such  a  large  pi 
into  the  hands  of  private  organizations.  This  one-half  per  cent  d 
it  is  proposed  to  ^ve  to  farmers  organizations  for  handling  d 
loans  amounts  possiblv  to  as  lar^e  a  profit  as  in  the  other  case^  w 
out  their  having  anything  at  stake  and  practically  no  responmlnfi 
and,  I  think,  fundamentally,  that  provision  itself  would  queer  i 
bill. 

Another  thing  which  I  beheve  farm  credit  legislation  should  avoi 
is  a  matter  of  encouraging  speculation.  Farm  credit  le^slatioi 
as  I  take  it,  is  primarily  to  help  the  small  farmer  or  the  tenant  aa 
the  small  land()\Mier,  and  not  necessarily  to  help  the  large  landowMI 
for,  in  most  instances,  tliey  are  able  to  take  care  of  themselves;  bn 
it  is  to  reduce  the  tenant  class  and  to  encourage  the  ownership  i 
homes,  not  large  estates,  but  homes. 

Mr.  Woods.  Mr.  Cunningham,  will  it  bother  you  to  answer  aqiM 
tion  there? 

Mr.  Ci^^'NiNGHAM.  No,  sir. 

Mr.  Woods.  Do  you  know  of  anv  farmer  in  Ohio  who  works  h 
own  farm  and  has  it  improved  and  lives  upon  it  who  can  not  at  ih 
time  borrow  at  least  50  per  cent  of  the  actual  value  of  his  farm  at 
reasonable  rate  of  interest  ? 

Mr.  Ci^'xiXGiiAM.  I  might  answer  that  question  in  this  way,  ^ 
probably  there  are  very  few  instances  where  a  farmer  could  notbO| 
row  50  per  cent  on  his  farm:  but  that  50  per  cent  would  be,  in  thi 
judgment,  reliable  security.  That  50  per  cent  should  be  the  on 
encumbrance  on  that  farm:  and  if  that  were  so,  he  could  borrow. 

Mr.  Wo<ms.  The  commission  bill  provides  that  he  can  secure  I 
per  cent  from  these  banks:  that  is.  50  per  cent  of  the  actud  vah 
of  the  property,  provi.liug  the  money  is  to  be  used  in  the  way  provide 
for  in  the  bill! 

Mr.  C\'XNiNr.iiAM.  One  great  feature,  which  I  should  have  spob 
of  before,  of  the  lanti-creJit  proposition,  and  the  principal  one,  ton 
mind,  is  tlie  feature  of  the  amortization  plan  of  repayment  of  theloa 
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III  is  not  so  much  in  enabling  a  man  who  has  adequate  security  to 
ket  a  loan,  for  he  can  get  one  in  that  case  either  from  individuals  or, 
m  some  instances,  from  our  State  and  private  banks  and  from  build- 
'ing  and  loan  associations,  but  many  tilings  add  to  the  cost  of  the  loan, 
aad  the  manner  of  repayment  m  most  instances,  handica})s  the 
'farmer  either  from  living  as  he  should  in  his  station  or  in  making 
«ach  improvements  as  he  should  to  conserve  and  get  the  bast  results 
from  his  farm.  Therein  it  has  a  bearing  on  the  people  and  the  wel- 
fare of  the  people  of  the  country  as  a  whole  in  that  i)articular. 

Mr.  Woods.  Are  not  the  loan  companies  anxious  to  renew  these 
oans  to  farmers  at  a  very  small  rate  of  interest? 

Mr.  Cunningham.  They  are  anxious  to  get  money  at  a  fair  in- 
restment.  In  Ohio  the  average  interest  rate  on  farm  j)roi)erty  by 
>iiilding  and  loan  and  other  associations  ranges  from  6  to  8  per  cent. 

Mr.  Woods.  Take  the  straight  loan;  what  rate  is  that? 

Mr.  Cunningham.  Usually  6  per  cent — the  straight  loan. 

I  believe  I  was  discussing  the  proposition  in  connection  with  the 
^athrick  bill  features  having  a  tendency  to  stinmlate  circulation  in 
'arm  values. 

The  fact  is  that  there  is  something,  if  I  am  correctly  informed, 
yrer  $3,000,000,000  of  loans  on  farm  property  in  the  ITnited  States. 
U  the  Bathrick  bill  should  become  a  law  that  $3,000,000,000  would 
demand  reco^ition  imder  this  provision  to  be  refunded,  and,  sec- 
imdly,  the  Government  itself  would  have  to  start  out  with  over 
t3,000,000,000  issue  of  bonds  to  meet  that  particular  issue.  In  the 
next  instance,  without  any  limitations  it  would  increase  circulation 
in  farm  lands,  and  this  speculation  with  the  development  of  the 
country,  to  my  mind,  is  unwise  and  would  be  very  detrimental. 

Mr.  Woods.  What  is  the  reason,  if  you  have  any,  for  thinking  it 
would  increase  speculation  ? 

i  jir.  Cunningham.  Because  it  makes  possible  the  borrowing  of 
(money  very  easy  at  a  low  rate  of  interest,  and  at  the  present  time 
fit  is  becoming  recognized  that  loans  on  farm  property  are  probably 
'the  safest  investment  possible  for  capital  to  mate,  and  that  is  becom- 
ing more  popular  and  more  desired  all  the  while.  It  would  have  a 
tendency  to  create  a  speculative  iharket,  because  money  would  be 
easily  available. 

Mr.  Woods.  Do  you  think  farmers  are  going  to  borrow  just  for 
the  sake  of  borrowing  ? 

Mr.  Cunningham.  What  is  that  ? 

Mr.  Woods.  I  say,  do  you  think  the  farmers  arc  going  to  borrow 
lust  for  the  sake  of  oorrowing? 

Mr.  Cunningham.  I  think  not  only  farmers,  but  other  financial 
interests,  if  they  see  an  opportunity  for  profitable  investment,  will 
take  it.  A  farmer  or  other  business  man  would  take  an  opportunity, 
If  it  presented  itself,  to  make  a  speculative  investment. 

Another  point  that  comas  to  mind  in  connection  with  that  is, 
if  the  Government  should  have  a  large  amount  of  money  -bonded 
indebtedness — invested  in  farm  securities,  and  any  distress  should 
overtake  this  country,  such  as  devastation  from  war  or  other  uncon- 
trollable circumstances,  that  the  Government  would  not  be  able  to 
call  in  those  loans  to  redeem  its  indebtechiess.  It  could  not  force 
khe  people  to  take  up  arms,  and  possibly  leave  their  farms  and  meet 
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the  obligation  to  the  Government  at  the  same  time,  and  so  in  thai 
instance  I  believe  it  would  be  a  serious  handicap  to  the  wdfare  of 
the  Nation  as  a  whole. 

On  the  other  hand,  land  banks  in  Europe  have  not  been  affected 
at  any  time,  or  not  seriously  affected,  by  wars  which  have  occnmd 
during  their  existence,  and  while  Government  bonds  have  depre- 
ciated, land-mortgage  bonds  have  nearly  kept  the  equality  of  valuesy 
so  that  with  those  points  as  my  chief  objections  to  the  Bathrick  biD 
as  not  being  compatible  with  the  sentiment  desired  by  farmers  and 
land  owners  of  the  State  and  Nation,  I  think  the  rest  of  mv  time 
will  be  devoted  to  the  agricultural  credit  bill,  as  presented  by  Mr. 
Moss  and  Senator  Fletcher. 

Mr.  BuLKLEY.  In  connection  with  the  relative  standing  of  land 
mortgages  and  Government  bonds,  would  not  your  statement  of 
European  experience  tend  to  show  that  it  would  be  easier  to  make 
collections  on  land  mortgages  than  it  would  to  raise  money  to  sup- 
port a  war  by  selling  new  bonds  ? 

Mr.  Cunningham.  I  think  it  would.  I  think  that  history  wiD 
bear  me  out  in  the  statement  that  whenever  a  war  scare  or  the  war 
is  actually  on,  interest  rates  go  up  and  the  actual  raising  of  moneT 
becomes  more  diflicult  for  the  Government.  J 

Mr.  BuLKl-EY.  So  that  if  the  Government  owned  a  vast  amount  of  ^ 
mortgages  on  farms,  although  they  might  have  some  difficulty  in  o^  ^ 
lecting  on  them,  it  still  might  be  easier  than  to  sell  new  bonds  I 

Mr.  Cunningham.  You  mean  it  still  might  be  easier  to  collect  on 
those  bonds  ? 

Mr.  BuLKLEY.  Collect  on  the  mortgages.  It  would  be  easier  to 
collect  on  the  mortgages  than  it  would  be  to  provide  a  war  fund  by 
the  use  of  new  Government  securities  ? 

Mr.  Cunningham.  I  do  not  presume  that  they  could  provide  a  war 
fund  by  issuing  bonds  on  farm  mortgages. 

Mr.  feuLKLEY.  I  was  assuming  the  condition  that  they  had  already 
borrowed  the  money  and  loaned  out  on  farm  mortgages,  and  I  was 
trying  to  compare  the  possibility  of  collecting  on  those  mortgages 
with  the  alternative  of  issuing  new  bonds. 

Mr.  Cunningham.  I  think  I  can  answer  your  question  bv  saving 
that  if  you  have  from  S3,0()0,000,0()()  to  ?5,000,000,000  of  boncls  issued 
on  farm  mortgages,  that  that  in  itself  would  be  taken  into  considera- 
tion by  investors  when  the  Government  attempted  to  issue  bonds  for 
war  purposes  or  anything  of  that  sort.  Secondly,  you  will  make  it 
much  harder  for  the  Government  to  raise  additional  money,  and  I 
beUeve  that,  of  course,  the  land  itself,  as  long  as  proper  precautaons 
are  taken,  would  be  available  for  raising  money,  either  by  bonds  or 
otherwise,  up  to  the  full  amount  of  the  limitation,  but  do  not  believe 
under  that  that  your  question  would  be  pertinent,  that  they  could 
raise  money  for  war  ])urposes  on  land  bonds. 

Mr.  BuLKLEY.  No;  I  did  not  ask  that.  I  assume  that  we  had 
been  borrowmg  under  the  Bathrick  bill,  and  that  we  had  borrowed 
money  and  issued  the  bonds  hi  times  of  peace. 

Mr.  Cunningham.  Oh,  I  see. 

Mr.  BuLKLEY.  And  that  we  had  invested  that  money  in  mortgages; 
then  the  question  was  whether  we  could  not  simply  cash  in  on  those 
mortgages  as  they  became  due  by  amortization  payments,  and  would 


Digitized  by 


Google 


BUBAL  CBEDIT8.  605 

h  not  be  easier  to  get  money  that  way  than  it  would  by  the  issue  of 
lew  bonds  in  war  tune  ? 

Mr.  Cunningham.  I  hardly  know  how  to  answer  that  question, 
because  I  take  it  that  the  Government  could  not  force  payment  any 
fister  than  it  became  due  on  the  bonds. 

Bir.  BuLKLEY.  Oh,  no;  it  certainly  could  not. 

Mr.  CUNNIN0HAM.  Consequently,  I  do  not  see  how  they  could  raise 
money  any  easier  on  these  oonds  than  by  collecting  what  was  due. 

Mr.  BuLKLET.  On  the  mortgages,  you  mean  ? 

Mr.  Cunningham.  On  the  mortgages.  I  see  vour  point  now.  You 
teked  the  question  of  taking  the  mortgi^es  and.  raismg  the  money  on 
fclie  mortgages  instead  of  issuing  bonds  for  other  additional  purposes. 

Mr.  BuLKLEY.  Yes.  You  raised  the  question  of  what  would  hap- 
|>en  in  case  we  had  to  meet  the  expenditures  of  a  war.  Of  course  I 
realize  that  that  is  difficult,  however  you  look  at  it,  but  I  was  trving 
to  ffet  at  whether  it  would  not  be,  m  fact,  easier  by  having  these 
lana  mortgages  than  it  would  be  by  simply  issuing  a  new  issue  of 
bonds  on  9ie  credit  of  the  Government,  wnich  would  have  to  be  put 
cm  the  market  during  war  times. 

Mr.  Cunningham.  In  other  words,  you  would  use  tliese  mortgages 
for  additional  security.     Is  that  the  idea? 

Mr.  BuLKLEY.  That  might  be  done,  or,  if  you  have  a  vast  enough 
amount  of  them,  the  amortization  payments  amount  to  something. 

Mr.  Cunningham.  Yes. 

Mr.  BuLKLEY.  Simply  by  stopping  the  making  of  new  loans  and 
cashing  in  your  amortization  payments  you  would  have  considerable 
money. 

Mr.  ( -unningham.  I  do  not  beUeve  that  any  such  plan  as  that  would 
be  practicable  to  couple  up  in  connection  with  any  land-mortgage 
or  land-fund  proposition;  that  the  land-mortgage  facilities  or  money 
iasued  on  land  mortgages  or  land  bonds  based  upon  land-mortgages, 
ihould  not  be  compUcated  with  any  other  conditions.  1  think  it 
flhould  be  clear  ana  apart  in  itself  and  removed  from  anything 
^culative  in  that  nature. 

Now,  I  have  some  minor  criticism  to  offer  in  a  few  places  in  the 
tell  itself.  I  presume  that  is  the  bill  in  the  report,  that  it  is  the  same 
as  the  printea  bill.     I  have  not  had  a  copy  of  the  printed  hill  itself. 

Mr.  BuLKLEY.  Yes;  it  is  the  same. 

Mr.  Cunningham.  In  section  16,  under  part  A,  sp<'cific  poAvers; 
Under  B,  what  is  designated  'Mirst/'  *'such  loans  are  made  for  not 
tuore  than  35  years." 

I  think  that,  while  not  a  ver^^  vital  point  at  all,  25  or  30  years 
"^ould  be  long  enough.  I  do  not  think  that  amortization  |wriods 
f>i]^t  to  be  carried  over  further  than  the  ])ossil)ility  of  one  generation. 

Then  in  the  third,  under  A,  the  designation  of  the  purpose  for  which 
the  loans  can  be  made,  to  my  mind,  is  rather  limited.  In  other  words, 
it  says  to  complete  the  purchase  of  agricultural  land  mortejaged. 
How,  it  might  happen  that  a  man  owning  a  small  farm-  -a  small  farm 
considered  as  having  an  area  of  75  acres  or  under  -would  want  to 
inirchase  an  additional  amount,  maybe  50  or  75  acres  that  might 
Adjoin  him.  If  I  see  it  right,  he  would  be  barred  from  the  use  of 
ftese  facilities.     In  other  words,  that  he  could  not  use  an  added 
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amount  there  to  purchase  new  land.  It  says.  ^' to  complete  the  pu^ 
chase  of  agricultural  land  mortgaged,"  and  tnat  he  could  only  use  i 
mortgage  to  the  extent  of  what  would  be  available  on  his  original  am. 

Mr.  SuLKLEY.  The  other  way  round,  he  could  use  whatever  ht 
could  get  on  the  piece  that  he  was  buying. 

Mr.  Cunningham.  But  he  could  not  use  his  other  land  as  security. 

Mr.  BuLKLEY.  Not  under  this  system.;  but  he  could  mortgage  it 
elsewhere. 

Mr.  Cunningham.  I  think  it  would  be  better  for  him  if  he  could 
use  it  in  this  system. 

Mr.  BuLKLEY.  How  far  would  you  go  with  that  ?  Would  you  open 
it  wide  and  let  them  use  any  proceeds  or  any  mortgages  generally  for 
the  purchase  of  land  without  limit? 

Mr.  Cunningham.  I  tliink  that  a  borrower,  in  the  first  instance -4 
believe  that  comes  in  another  part,  under  another  feature,  in  specific 
Umitations— can  only  borrow,  or  the  bank  can  only  loan  to  any  inifr 
vidual,  20  per  cent  of  the  capitaUzation. 

Mr.  BuLKLEY.  Yes;  but  the  capitalization  is  unlimited. 

Mr.  Cunningham.  I  know  it  is  not  limited,  but  in  that  case  it  makes 
the  minimum  $2,000. 

Mr.  BuLKLEY.  That  is  the  maximum  loan  of  the  minimum  bant 

Mr.  Cunningham.  Well,  that  is  right,  too.  I  think  tliat  they  couU 
make  a  larger  percentage  of  loan  on  the  capitalization,  so  as  to  take 
care  of  the  smaller  banks,  but  with  a  maximum  loan  limit  to  any 
individual. 

Mr.  BuLKLEY.  That  is  a  matter  that  we  have  had  suggested  a  good 
deal.     Wliat  do  you  think  ought  to  bo  the  limit  to  any  one  indivkiualt 

Mr.  Cunningham.  That  is,  of  course,  another  very  debatable  ques- 
tion, but  I  think  for  the  welfare  of  the  farming  public  generally  and 
to  carry  out  the  purposes  of  this  bill,  which  arc  to  help  the  small  land- 
owner m  the  attempt  to  acquire  a  home,  a  limit  not  to  exceed  $15,000 
ought  to  be  ample  enough.  But,  on  the  other  hand,  the  small  capi- 
talization is  one  of  the  vital  necessities  for  bringing  these  facilities  to 
the  average  farmer.  In  many  communities  wliere  they  need  these 
facilities  it  would  be  impossible  for  them  to  subscribe  larger  capital 
in  order  to  avail  themselves  of  the  opportunity,  so  I  think  the  mini- 
mum capital  is  somewhere  near  proper. 

But  in  that  case  the  bank  of  $10,000  capitalization,  under  this  bill, 
can  issue  bonds  to  $150,000.  Now,  if  a  bank  of  that  size  is  organized, 
it  will  be  organized  in  a  small  community  and  its  operations  will  be  of 
a  limited  nature.  In  such  a  bank,  then,  it  might  be  difficult  for  them 
to  handle  $150,000  of  bond  issues,  unless  the  maximum  loan  for  them 
was  raised.  In  other  words,  I  think  an  institution  of  that  description 
could  safely  handle  loans  to  an  individual  of  $5,000  under  the  pro- 
visions of  the  bill  itself  which  safeguards  the  issuing  of  bonds  and  the 
making  of  loans. 

Mr.  BuLKLEY.  About  that  limit  that  any  one  individual  might 
borrow,  do  you  think  $15,000  a  correct  maximum?  Do  you  think 
that  ought  to  he  the  limit  ?  Do  you  think  it  ought  to  be  so  high 
as  that  ?     That  is  higher  than  most  of  the  witnesses  put  it  I 

Mr.  Cunningham.  I  tliink  so  in  view  of  the  upward  tendency  of 
land  values,  especially  in  the  Central  and  Eastern  States — I  am  not 
familiar  with  the  Western  States— but  in  the  Central  and  Eastern 
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ircs  they  are  practically  free  from  any  speculative  values,  and, 
sidering  the  fact  that  tne  minimum  amount  of  acres  which  a  man 

most  profitably  handle  is  somewhere  from  100  to  125  acres.  I 
eve  that,  under  these  conditions,  much  less  than  $12,000  to  $15,000, 
jcially  if  the  maximum  amount  that  an  individual  can  borrow 
ains  at  50  per  cent,  will  not  be  very  far  out  of  the  way. 
'or  instance,  a  man  buying  an  150-acre  farm  valued  at  from  $100- 
1200,  which  is  the  price  of  the  best  farm  land,  would  need  $10,000 
rake  care  of  him  under  that  plan.  Of  course,  larger  farms  than 
b,  up  to  300  to  350  acres,  imder  proper  management,  can  be  more 
lomically  handled  than  the  small  farm.  Oiu:  tenants  and  others 
ain  more  on  the  larger  farm,  ranging  from  200  to  300  acres  of 
1.  These,  especially  with  us,  are  She  rule  and  will  remain  so  for 
le  time  to  come.  I  find  in  my  work  and  investigations  that  there 
very  few  young  men  who  are  able  to  take  up  these  opportunities, 
stiise  they  can  not  raise  sufficient  money  to  buy  a  farm  of  that 
I,  and  there  are  few  people  selUng  farms  who  are  wiUing  to  divide 
n  as  yet.  So  I  thinK  under  the  oill  the  maximum  can  be  safely 
le  SI 5,000,  raising  the  minimum  to  the  individual  in  the  minimum 
k  to  50  per  cent,  or  raising  the  minimum  to  50  per  cent  and 
ting  the  maximum  amount  to  be  loaned  to  any  individual, 
nomer  point,  while  it  might  not  be  so  pertinent  to  this  bill  as  the 
ing  of  tne  maximum  percentage  to  be  loaned  to  any  individual, 

bfll  Umits  it  to  50  per  cent  and  I  think  that  it  could  be  safely 
rated  at  66§  per  cent,  and  I  think  it  would  carry  out  the  purpose 
red  by  the  bill  to  raise  the  minimum  to  that  amount.  I  recognize^ 
the  other  hand,  that  the  States,  in  supplementing  this  bul  by 
itever  le^lation  may  be  necessary,  would  have  the  opportunitj 
nake  their  maximum  66§  per  cent.  But  at  the  same  time,  if  it 
I  carried  as  in  this  bill,  it  would  make  State  legislation  more  uni- 
n  all  over  the  country  and  it  would  make  it  more  nearly  conform 
b  the  national  legislation,  and  for  my  part  I  would  rather  see  that 
t  raised. 

lection  18.  I  have  a  criticism  to  offer  with  reference  to  the  tax- 
m.  I  agree  that  mortgages  should  be  exemi)ted  from  taxation, 
it  is,  mortgages  in  connection  with  this  land  mortgage  bill,  but  I 
Hot  think  that  the  profits  of  these  institutions  should  be  exempted 
m  the  income  tax.  I  think  that  it  is  foreign  to  the  purposes  of  our 
ernmental  institutions  to  grant  a  special  privilege  of  that  nature 
my  corporation,  and  I  think  that  the  prolits  and  capital  stock  of 
anlzations  to  carry  out  these  provisions  should  be  subject  to  the 
>me  tax.  But  to  properly  carry  out  the  other  provisions  and  to 
ig  the  greatest  benefit  to  the  organizations,  I  think  that  the  niort- 
es  and  Donds  should  be  exemped  from  taxation. 
Ir.  Seldomridge.  Will  you  let  me  ask  you  a  question  there? 
Ir.  Cunningham.  Certainly. 

Ir.  Seldomridge.  If  you  do  not  make  this  exemption,  as  you  pro- 
B,  do  you  not  think  it  would  tend  to  increase  the  interest  rate  on 
(e  mortgages  ? 

[r.  Cunningham.  You  mean  if  we  do  not  exemj)t  them  from  the 
una  tax  on  the  profits  of  the  institution  ? 
jr.  Seldomridge.  Yes. 
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Mr.  Cunningham.  It  would  increase  the  rates  on  the  other. 

Mr.  Seldomridoe.  Yes. 

Mr.  Cunningham.  I  do  not  think  so  for  the  reason  that  these 
tutions  and  their  surplus  and  profits  over  the  1  per  cent  which 
are  permitted  to  charge  in  addition  to  the  interest  rate  on  I 
Consequently  they  comd  not  make  up  the  income  tax  on  the 
tional  charge  to  tne  mortgage. 

Mr.  Seldomridge.  You  mean  they  shoidd  pay  the  income  ta 
of  their  1  per  cent  ? 

Mr.  Cunningham.  They  should  pay  their  income  tax  out  ol 
profits. 

Mr.  BuLKLEY.  What  do  you  say  about  the  income  tax  o 
bonds  ? 

Mr.  Cunningham.  That  is  a  question  really  I  had  not  thougl 
But  the  income  tax  on  the  bonds,  I  would  say,  without  di 
thought  on  the  subject,  would  be  added  to  the  interest  rate,  t 
that  investors  would  take  that  into  consideration  when  bujing 
in  comparison  with  the  rate  the  bonds  carried. 

A<fr.  BuLKLEY.  I  think  you  are  clearly  right  that  there  is 
tinction  between  the  bonds  and  the  stocks. 

Mr.  Cunningham.  Now,  gentlemen,  that  is  practically  all  I 
discuss  on  the  subject.  As  I  said,  I  had  short  notice  and  wai 
at  the  time  and  could  not  meet  you  last  week  when  I  was  invi 
I  have  had  very  little  time  since  to  go  into  any  detailed  conside 
of  these  matters,  and  from  the  fact  that  I  know  you  have  no 
a  vast  amount  of  material  available  for  your  own  study,  but  p< 
some  very  elaborate  talks  and  discussions  of  the  various  feati 
making  land  mortgages  and  on  the  amortization  features  and 
forms  of  agricultural  credit,  I  do  not  care  to  go  into  that  ph 
the  subject.  I  have  confined  myself  more  particularly  to  thes( 
and  I  want  to  emphasize  that  the  very  important  part  in  fr 
land-mortgage  creait  is  the  amortization  feature  and  putting 
the  people  without  any  paternalism  in  it  more  than  is  justified 
Deople  as  a  whole.  As  farmers,  while  we  are  not  asking  special 
eges,  we  are  only  asking  equal  opportunities  with  otner  lii 
business.  Stop  for  a  moment  and  consider  the  fact  that  our 
commercial  interests,  which  are  not  equaled  anvwhere  in  the 
have  been  built  up  by  the  system  of  credit  which  we  have,  whi< 
been  friendly  to  commercial  interests.  On  the  other  hand,  wi 
never  had  legislation  that  has  been  particularly  friendly  t/)  t^ 
tural  credit.  We  know  that  our  national  banks  and  our  St«t« 
can  not  meet  the  agricultural  conditions  demanded  of  them, 
bill,  to  my  mind,  very  nearly  meets  the  needs  of  the  agrict 
interests,  and  after  studving  the  systems  in  vogue  in  Europe  I 
it  is  the  best  bill  that  I  have  seen  anywhere  in  this  country.  1 
that  in  rendering  your  decision  and  recommendation  to  Congra 
wiD  closely  consider  this  Fletcher  bill. 

I  thank  you. 

Mr.  BuLKLEY.  We  are  very  much  obliged  to  you,  Mr.  Co 
ham. 

Now,  Mr.  Jones,  if  you  are  ready,  we  will  go  ahead. 
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iTEMEIf  T  OF  GORDOIf  JOIf  £S,  PBESIDENT  Ulf ITED  STATES 
IfATIOIfAL  BAIfK,  DEIfVER,  COLO. 

fr.  BuirKLEY.  Mr.  Jones,  will  you  just  state  your  banking  con- 
tion  and  your  connection  with  this  subject  of  farm  banks  ? 
fr.  Jones.  I  am  president  of  the  United  States  National  Bank,  of 
iver.  I  am  a  member  of  the  American  commission  and  a  vice 
irman  of  the  committee  on  finance  of  that  commission.  I  have 
n  in  the  banking  and  farm  loan  business  for  27  or  28  years  in  the 
tes  of  Missouri  and  Colorado.  I  began  banking  in  a  small  $10,000 
nty  bank  in  1887.  I  was  bank  examiner  of  the  State  of  Missouri 
two  terms,  from  1894  to  1898. 
Ir.  Woods.  Is  that  State  bank  examiner  ? 

It.  Jones.  State  bank  examiner.  My  contact  with  the  farmers 
[  farmers'  needs  has  been  very  close  and  intimate.  I  am  now  a 
;kholder  and  director  in  a  number  of  country  banks.  I  aim  to 
3t  with  the  directors  of  those  banks  several  times  each  year, 
er  leaving  the  service  as  bank  examiner  of  Missouri  in  1898  I 
ame  president  of  a  live-stock  bank  at  St.  Joseph,  Mo.,  which  did 
almost  exclusive  business  with  farmers  and  stockmen,  and  held 
t  position  for  a  number  ot  years,  resigning  to  locate  in  Colorado, 
would  like,  Mr.  Chairman,  to  mention  to  start  with,  if  I  may  be 
doned  for  further  personal  reference,  that  I  believe  I  am  the  first 
iker  who  suggested,  in  considering  the  revision  of  our  banking 
3,  the  idea  of  regional  banks.  I  appeared  before  the  Banking 
amittee,  at  its  request,  when  it  held  hearings  in  Denver,  and  dur- 
the  hearings  Vice  Chairman  Vreeland  mentioned  the  need  of  some 
it  "reservoir"  for  mobilizing  the  credits  of  the  banks.  This  will 
e  direct  bearing  upon  what  I  shall  present  later. 
Ir.  Chairman,  1  represent  the  minority  of  the  American  commis- 
i  in  presenting  to  you  some  additional  arguments  that  probably 
e  not  already  been  presented  regarding  the  report  of  the  minority 
ihat  commission.  I  had  considerable  to  do  with  the  drafting  of 
minority  report.  Mr.  Von  Engelken,  a  practical  farmer,  who 
eared  before  you  a  few  daj^s  ago,  went  pretty  fully  into  detail  in 
laining  our  ideas  regarding  land-mortgage  banks,  and  I  noticed 
jral  times  he  made  reference  to  the  work  he  and  I  had  done  in 
fting  the  report,  but  waived  several  questions  that  were  asked 
.  by  stating  that  Mr.  Gordon  Jones  probably  would  be  better  pre- 
bd  to  answer.  I  judge  that  was  why  you  requested  me  to  appear 
)re  you.  I  am  not  here  voluntarily,  though  I  am  glad  of  the 
ortunity  of  being  heard.  Your  letter  and  two  telegrams  follow- 
finally  induced  me  to  leave  my  business  at  a  very  inconvenient 
B.  n  I  can  say  anything  that  will  assist  you,  I  will  be  glad  to  do 
I  am  at  your  service  as  long  as  you  want  me.  I  have  come 
)0  miles  in  order  to  render  what  service  I  can  to  this  cause, 
was  appointed  on  the  American  commission  by  a  former  governor, 
Six.  Seldomridge  knows.  Gov.  E.  M.  Ammons,  of  Colorado,  who 
ed  me  if  I  would  act  on  the  commission,  paying  my  own  ex- 
se,  as  there  was  no  provision  for  meeting  such  expense  by  the 
te,  in  order  to  see  if  sonie thing  could  be  devised  for  assistmg  in 
iicing  the  farmers,  particularly  in  my  own  section.  Before  I 
into  the  merits  of  the  minority  report,  I  would  like  to  dear  up  a 
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matter  or  two  that  I  noticed  have  been  brought  out  in  the  records, 
Mr.  Chairman,  and  gentlemen,  and  ask  personal  privilege  to  do  so. 

I  did  not  receive  any  copies  of  the  hearings  until  I  reached  Wash- 
ington yesterday  morning.  I  spent  the  whole  of  yesterday  and  i 
good  part  of  last  night  reading  over  these  hearings  to  bring  mysdf 
down  to  date.  Had  I  had  time  to  have  gone  over  them  before,  I 
could  have  made  my  testimony  before  you  a  Uttle  more  consecutive 
and  possibly  more  interesting.  But  the  point  I  have  in  mind  at  the 
moment  in  desiring  to  clear  the  record,  or  at  least  to  clear  my  own 
record  in  the  records,  is  answering  a  statement  made  in  Part  2,  page 
75,  by  Congressman  Moss.     Mr.  Moss  states: 

I  am  going  to  call  to  your  attention  resolutions  which  have  been  passed  in  two 
States  by  farmers'  congresses  and  call  your  attention  to  the  important  features  of 
such  resolutions. 

Here  is  a  resolution  passed  in  Colorado.  I  wiU  read  it  complete,  as  I  desire  to 
have  it  in  the  record: 

Whereas  we  recognize  the  great  importance  and  necessity  of  cooperative  effort  among 
our  farmers;  and 

Whereas  we  recognize  the  vast  difference  in  conditions,  environment,  and  tempen- 
ment  of  the  European  farmers  (among  whom  cooperation  has  proven  so  succeasfol) 
and  the  American  farmers;  and 

Whereas  we  believe  that  cooperation  can  be  more  generally  employed  by  the  Amer- 
ican farmers  in  much  of  their  endeavors  to  their  own  advantage  and  to  the  advan- 
tage of  the  consumer  as  well :  Therefore  be  it 
Resolved,  That  we  heartily  indorse  all  le«;itimate  and  conservative  meuis  towud 

cooperative  effort  in  the  rudimentary  branches  of  their  endeavors^  cautionii^  them  it 

the  same  time  against  the  risks  that  would  be  involved  in  assuming  mutoaf  liability 

for  credit  purposes:  Therefore  be  it  further 
Resolved,  That  the  Colorado  Farmers'  Congress  hereby  heartily  indoreee  the  vievi 

and  recommendations  expressed  in  the  minority  report  of  the  iunerican  ocHnminioii 

and  urgjes  caution  in  cooperative  credit  undertaken  by  the  farmen  idiich  has  as  iti 

foundation  the  mutual  liaoility  feature. 

Congressman  Moss  adds: 

I  mi^ht  call  your  attention  to  the  fact  that  at  the  time  that  resolution  was  adopted 
the  United  States  commission  report  was  not  public,  and  so  for  as  I  know  the  minority 
report  of  the  American  commission  was  not  public.  It  was  absolutely  not  avulable. 
There  is  no  question  that  the  farmers  of  Colorado  or  anvbody  else  coiud  have  known 
anything  about  the  views  of  the  minority  members  of  tne  commission,  and  yet  kefe 
is  a  resolution  bravely  adopted  by  the  State  indorsing  the  views  of  the  minority  od  a 
proposition  that  had  at  that  time  no  publicity  and  which  was  not  yet  promulgated, 
and  certainly  was  known  probably  to  only  one  man  in  the  State  of  Colofado  at  tfast 
time. 

Mr.  Chairman,  the  minority  report  was  prepared  in  Washington 
five  days  following  the  meeting  of  tne  American  commission  held  earhr 
in  December.  That  report  was  completed  in  my  office  in  Denver  by 
making  certain  changes  that  had  been  agreed  upon,  after  we  had  spent 
all  the  time  in  Washington  we  felt  we  could.  That  report  was  imme- 
diately forwarded  to  Senator  Fletcher,  with  request  tnat  it  be  made 
public  along  with  the  report  of  the  majority,  which  we  understood 
would  be  within  a  few  day^.  I  had  promised  to  address  the  Colorado 
farmers  on  this  subject  for  some  weeks  previous.  The  date  I  was  to  be 
with  them  was  January  26.  I  presumed  that  long  before  that  time 
the  report  of  both  the  majority  and  minority  would  be  published,  ft 
was  so  understood  before  we  feft  Washington  and  by  subsequent  cor- 
respondence. I  was  told  that  it  would  go  to  print  m  a  few  days.  I 
prepared  my  talk  on  the  assumption  that  it  was  printed.  I  wired  and 
wrote  frequently  to  both  Senator  Fletcher  and  Dr.  Coulter  to  Imcm 
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why  I  had  not  received  my  copies  of  the  printed  documents.  I  later 
Learned  that  the  majority  and  not  the  minority  desired  to  make  some 
changes  in  its  report  before  they  were  published,  and  tliat  inasmuch 
as  the  minority  report  had  quoted  from  the  majority,  it  might  affect 
ihose  quotations.  I  received  numerous  inquiries  from  a  good  many 
sections  of  the  country  asking  why  the  mmority  report,  completed 
weeks  before,  had  not  been  made  public. 

The  United  States  commission  report  had  been  made  public  and 
there  was  a  growing  feeling  among  certain  members  of  the  American 
commission  that  the  minority  report,  which  took  some  issue  with 
the  bill  proposed  by  the  United  States  commission,  had  been  held 
off  awaitm^  the  publication  of  the  United  States  commission  report 
until  it  had  gotten  the  attention  of  the  President,  and  possibly  the 
administration  indorsement.  I  refuted  that  idea  to  those  who  wrote 
me  about  it,  but  I  wired  Dr.  Coulter,  to  whom  I  had  learned  Senator 
Fletcher  had  turned  over  the  minority  report,  and  urged  him  to  make 
it  public,  if  it  had  not  already  been  made  public,  for  the  good  of  the 
work  we  were  dl  trying  to  do  and  to  prevent  any  feeling  that  both 
sides  or  all  sides  were  not  getting  a  fair  and  just  hearing.  Dr.  Coulter, 
now  present,  will  bear  me  out  and  if  I  have  made  any  misstatements 
I  will  ask  that  he  correct  me.  So,  after  we  had  urged  for  two  months 
that  our  report  be  made  public,  we  received  a  revised  copy  of  the 
majority  report,  which  had  changed  some  of  the  wording  that  we  had 
quoted.  Dr.  Coulter  wired  he  would  ''hold  up''  the  minority  report 
imtil  we  had  corrected  the  quotations.  So,  during  all  this  time  I 
had  prepared  what  I  had  to  say  before  the  Colorado  farmers'  congress 
on  tne  assumption  that  my  address  would  be  delivered  weeks  after 
the  publication.  I  am  sure  had  I  been  able  to  have  made  the  expla- 
nation to  Mr.  Moss  he  would  not  have  seen  fit  to  criticize  me  in 
having  presented  a  report  that  had  not  been  made  public,  but  should 
have  b^n,  and  which  I  presumed  and  had  every"  reason  to  believe 
had  been  made  public  long  before  I  brought  the  matter  to  the  atten- 
tion of  the  farmers  of  my  own  State.  I  merely  mention  the  incident 
to  clear  the  record,  and  I  regret  the  necessity  of  doing  so. 

Mr.  Moss.  I  would  like  to  say  that  there  was  never  any  idea  on  my 
part  to  impugn  the  personal  motives  of  Mr.  Gordon  Jones.  I  had  the 
pleasure  oi  associatmg  with  him  in  Europe,  and  know  him  to  be  a 
very  close  student,  and,  as  I  said,  is  a  very  competent  man,  and  the 
only  question  I  was  speaking  about  was  the  Question  of  the  value  of 
an  indorsement  by  farmers'  organizations  in  tne  State  of  Colorado  of 
a  minority  report,  and  mentioning  the  extent  of  the  publicity  at  that 
time,  and  if  Mr.  Jones  or  anyone  felt  that  I  meant  at  any  time  to 
reflect  upon  him  I  wish  to  enter  here  a  vigorous  denial  of  that  propo- 
sition,  and  wish  to  say  here  that  I  know  of  no  man  that  was  with  us 
that  is  more  competent  to  discuss  this  subject,  and  that  is  the  whole 
reason  why  I  am  here  to-day,  to  avail  myself  of  the  opportimity  of 
hearing  what  he  has  to  say,  because  I  know  it  will  bo  a  very  interest- 
inff  ana  a  very  able  discussion  of  the  subject. 

jAr.  Jones.  Thank  you,  Mr.  Moss,  for  your  assurance,  but  the  way 
the  record  reads  it  looks  Uke  you  were  impugning  my  motives.  I  was 
the  only  man  who  had  a  copy  of  the  minority  report  at  that  time  and 
I  was  the  only  one  who  could  have  presentoci  the  matter  to  the  Colo- 
rado farmers,  and  I  was  the  one  man  in  Colorado  to  whom  you  made 
reference. 
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I  sent  four  copies  of  the  resolution  passed  by  the  Colorado  Farmera' 
Congress  to  Washington — one  to  Senator  Fletcher,  chairman  of  tbs 
United  States  and  American  commissions,  one  to  Dr.  Coulter,  one  to 
each  of  our  own  Senators — and  certainly  by  this  act  showed  I  was  act- 
ing in  good  faith.  I  would  have  been  glad  to  have  furnished  a  copy  of 
the  resolution  to  Mr.  Moss.  Undoubtedly  he  did  use  one  of  the  copies 
I  sent  to  Washington,  of  which  he  became  possessed.  I  sent  the 
copies  to  Washington  for  the  express  purpose  of  showing  the  minority 
was  suggesting  something  that  the  farmers,  in  my  own  State  at  least, 
did  not  oppose. 

I  am  glad,  indeed,  that  you  mentioned,  Mr.  Moss,  our  association 
in  the  ICuropean  countries  during  our  investigations,  for  I  assisted 
you,  I  think,  very  materially  in  getting  in  connection  with  a  number 
of  strong  banking  institutions  and  mercantile  agencies  over  there  that 
gave  you  some  very  valuable  information,  and  tnus  assisted  in  gather- 
mg  your  evidence. 

Afr.  Moss.  I  am  very  frank  and  glad  to  make  that  acknowledemeDt. 

Mr.  Coulter.  Mr.  Chairman,  I  would  like  to  have  the  record  clear 
there. 

Mr.  BuLKLEY.  This  time  belongs  to  Mr.  Jones,  and  I  would  rather 
he  would  not  be  interrupted,  unless  he  wants  to  be  himself. 

Mr.  Jones.  Just  one  moment,  Dr.  Coulter.  I  find  a  statement  from 
you  here  that  I  think  clears  the  record  in  itself. 

Mr.  Chairman,  I  am  taking  your  time  because  the  record  here,  I 
think,  needs  some  explanation. 

Mr.  Stone.  The  fact  is,  Mr.  Jones,  that  at  the  time  these  farmers 
adopted  this  resolution  they  were  not  familiar  with  the  report  upon 
which  they  were  passing  their  resolution.     Is  that  not  so  i 

Mr.  Jones.  They  were  famiUar  with  the  minority  report,  Mr. 
Stone.  They  were  quite  familiar  with  the  entire  report.  They  had 
the  entire  report  before  them,  wliich  I  had  been  tola  would  be  made 
public  a  month  before  that,  and  wliich  should  have  been. 

Mr.  Moss.  I  do  not  want  to  crowd  the  record,  and  I  do  not  want 
the  chairman  to  permit  it,  but  for  the  purpose  of  making  the  record 
clear,  I  think  that  the  United  States  commission's  report  was  only  a 
tentative  report,  and  it  was  in  the  hands  of  the  president  in  a  confi- 
dential way,  and  whatever  copies  were  sent  out  to  the  American  com- 
mission were  made  confidential  and  with  entire  reservation  on  our 
part  to  change  at  any  time  before  it  became  public.  I  feel  that  that 
ought  to  be  made  clear. 

Mr.  Jones.  Our  minority  report  does  not  criticise  the  United  States 
commission  report,  but  does  the  majority  report  of  the  American  com- 
mission, which,  as  a  member,  I  had  a  perfect  right  to  anal3>rze,  criti- 
cise, and  comment  upon.  Dr.  Coulter,  I  think,  assisted  to' clear  tb 
record  very  nicely  in  part  4,  page  37,  especiallv  in  so  far  as  the  resolu- 
tion passed  by  the  Nebraska  farmers,  to  which  Mr.  Moss  also  refeiied 
and  m  which  I  had  Uttle  or  no  part,  although  I  did  appear  before  th« 
Nebraska  farmers  and  presented  to  them  my  personal  views  even  bcfofB 
the  minority  report  or  majority  report  had  been  prepared  and  be- 
fore I  knew  there  was  a  United  States  commission  report.  I  was  oo 
my  way  to  Washington,  called  for  the  purpose  of  considering  thsss 
reports.  I  had  stopped  off  in  Omaha  and  addressed  the  Nelnidn 
farmers  at  their  request  made  weeks  before.    That  resolution  is  as 
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follows.  I  will  not  take  your  time  to  read  the  Nebraska  farmers' 
resolution  but  I  would  be  glad  to  have  it  put  into  the  record  at  this 
point  just  as  it  was  read  by  Mr.  Moss  to  you  before. 

RURAL  CREDITS. 

We  note  the  recommendationB  of  the  President  of  the  United  States  that  Congreee 
speedily  pass  such  legislation  as  shall  provide  an  adequate  system  of  credit  for  the 
farmer,  to  be  commensurate  with  his  resources  and  operate  for  the  reduction  of  interest 
rates  to  a  level  with  those  given  to  other  enterprises. 

While  this  congress  commends  the  patriotic  recommendation  of  the  President,  we 
believe  that  the  mrmers  of  the  country  are  not  yet  sufficiently  informed  on  the  subject 
nor  BufficienUy  represented  at  Washin^n  to  bring  to  the  attention  of  Con^ss  the 
information  and  influence  which  are  being  exerted  by  the  powerful  banking  interests 
toward  similar  ends. 

We  believe  that  the  subject  of  rural  credits  has  its  proper  foundation  in  the  local 
community  and  that  it  is  a  legitimate  subject  of  State  ratner  than  of  Federal  legisla- 
ticm.  until  it  has  been  developed  satisfactory  in  its  preliminary  stages. 

We  therefore  express  our  conviction  that  Federal  legislation  upon  this  subject  at 
this  time  is  untimely  and  may  possibly  operate  to  defeat  the  enas  it  is  designed  to 
serve,  and  we  call  upon  our  representatives  in  the  Senate  and  House  of  Representatives 
to  proceed  with  due  caution  and  decline  to  act  upon  such  measures  as  are  or  may  be 

gropoeed  until  they  shall  have  been  submitted  to  representative  farmers'  organizations 
>r  their  approval  or  rejection. 

I  did  not  know  of  this  resolution  for  several  weeks  later,  and  when 
I  learned  that  there  had  been  a  resolution  adopted  in  Nebraska, 
I  wrote  to  the  president  of  the  Nebraska  Farmers'  Congress  and 
requested  a  copy  of  the  resolution.  I  received  his  letter  in  reply,  from 
which  I  quote  as  follows: 

I  inclose  copy  of  resolution  passed  by  the  Nebraska  Farmers'  Congress. 

This  letter  is  dated  February  11, 1914,  at  Elgin,  Nebr.  It  is  signed 
hy  Mr.  Geoige  Coupland,  who  was  president  of  the  Nebraska  Farmers' 
CJongress.    He  adds,  after  some  personal  felicitations: 

I  am  certain  you  are  rifi^ht  in  your  views.  I  have  enjoyed  personally  getting  in 
touch  with  your  views  and  I  commend  heartily  your  efforts. 

I  mention  these  facts  and  ask  the  privilege  of  getting  these  views 
of  the  farmers  of  my  own  and  a  neighboring  State  in  the  record  that 
it  may  be  understood  that  whUe  1  am  a  banker,  though  I  am  a 
farmer  to  the  extent  of  owning  several  farms,  I  am  not  considered 
at  home  as  antagonistic  to  the  farming  interests.  My  reputation  is 
exactly  the  opposite,  and  my  friends  often  greet  me  with,  *'How  is 
the  farmers'  banker  friend  this  morniug''?  I  hope  to  assist  the 
farmer  in  getting  broad  legislation  that  will  enable  him  to  come  into 
his  own. 

Now,  Dr.  Coulter,  do  you  wish  to  inject  anything? 

Mr.  CouLTEE.  Just  a  word.  The  majority  report  contained  a  num- 
ber of  really  immaterial  grammatical  errors  and  places  where  Dr. 
Butterfield  thought  the  expression  could  be  improved.  He  left  here 
immediately  for  Florida  and  carried  with  him  the  copy  which  was 
to  go  to  the  printer,  not  knowing  that  the  minority  report  was  going 
to  make  specific  quotations,  or  overlooking  it  if  he  did  know  that 
they  were  making  specific  quotations.  The  committee  had  the  major- 
report  in  proof  before  it,  so  that  they  know  any  change  that  was 
made  in  any  ''a."  "if,"  or  "or.'*  The  whole  thing  was  delayed  in 
getting  bacK  ana  forth.  Then,  when  I  got  the  report  back  to  send 
to  the  pjrinter,  I  found  that  a  number  oi  the  very  quotations  which 
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the  minority  committee  had  made  were  corrected,  and  there  was  a 
difference  in  the  expression  but  not  in  the  meaning  at  all.  That 
made  it  necessary,  it  seemed  to  me.  to  send  it  forwara  to  Mr.  Joim 
or  Mr.  Yon  Engelken,  Colorado  ana  Florida,  to  have  the  quotation 
corrected,  so  that  it  would  not  look  like  a  mess.  That  was  the  only 
reason,  of  course,  for  holding  up  that  report.  It  was  not  for  die 
purpose  of  getting  to  anybody's  ear  or  anything  of  the  sort. 

I  think  that  explanation  might  be  worth  while  to  make.  Both 
copies  are  available,  if  you  want  them.  They  were  all  laying  around. 
There  were  50  or  60  copies  of  proof  of  the  majority  report  with  the 
corrections  on  it,  and  I  also  have  a  copy  of  the  minority  report  before 
and  after  correcting  those  Quotations. 

Mr.  BuLKLEY.  Does  anytning  material  depend  upon  whether  it  wis 
changed  or  not  ? 

Mr.  Jones.  Not  at  all. 

Mr.  BuLKLEY.  Does  it  seem  to  you  that  there  is  anything  in  thit 
which  would  make  any  difference  here,  whether  it  was  changea  or  not! 

Mr.  Jones.  No,  sir.  I  am  merely  making  the  point  to  explain  that 
the  changes  that  were  made  were  not  those  of  the  minority,  and  the 
accusation  by  Mr.  Moss  that  there  were  radical  changes  that  had  to 
be  made  before  the  minority  consented  to  the  pubtication  of  its  own 
report  is  not  supported  by  the  fact,  and  in  that  I  am  sustained  by 
the  statement  just  made  by  Dr.  Coulter. 

Mr.  BuLKLEY.  It  seems  to  me  that  we  as  legislators  and  public 
agents  are  entitled  to  the  last  best  guess  of  the  commission,  and  if 
they  want  to  make  any  changes  I  do  not  see  where  there  could  be 
anv  objection. 

Mr.  Jones.  That  is  the  point  I  wanted  to  clear  up,  Mr.  Chainnin. 
That  is,  the  changes  that  were  made  were  made  by  a  conmiittee  aftff 
the  adoption  of  the  majority  report,  and  those  changes  necessitated 
Uke  changes  in  the  quotations  oy  the  minority,  ana  those  chanra 
caused  the  delay  in  nublication,  during  which  time  I  as  a  memoer 
made  a  talk  before  the  farmers  of  my  home  State,  and  they  saw  fit 
to  indorse  my  views  as  expressed  through  the  minority  report. 

Mr.  Seldomridge.  We  wanted  also  to  Imow  the  further  fact  that 
the  farmers  who  adopted  certain  resolutions,  before  referred  to,  did 
predicate  their  action  on  the  knowledge  which  was  given  to  them  ol 
only  one  of  these  reports.  In  other  words,  the  minority  report  wis 
presented  to  them  in  more  or  less  detail,  but  the  majority  report  wis 
not  available  for  their  consideration.  Is  that  the  actual  condition  of 
facts  ? 

Mr.  Jones.  Mr.  Seldomridge,  have  you  read  the  minority  report  I 

Mr.  Seldomridge.  Yes,  sir. 

Mr.  Jones.  As  you  know,  then,  the  minority  report  quotes  veiT 
fully  from  the  maiority  report,  and  gives  them  creoit  for  their  poB* 
tion,  and  tlieu  takes  issue  with  that  position,  so  this  report  in  its 
details,  just  as  we  liave  it  here,  with  those  minor  changes  made  in 
the  majority  report,  was  what  was  approved  by  the  farmers  in 
Colorado. 

Mr.  Seldomridge.  As  a  member  of  the  conmwttee,  I  would  rim- 
ply  Uke  to  know  what  value  we  should  place  upon  i*esolution8  adopted 
oy  farmers'  congi-esses  based  upon  knowledge  concerning  wnicfa 
they  had  only  one  side  for  consideration. 


Digitized  by 


Google 


BUBAL  CBEDITS.  615 

Mr,  Jones.  These  resolutions  were  voluntary  on  their  part.  As 
nou  know,  our  Colorado  farmers  are  an  intelligent  class,  and  un- 
loubtedly  beheved  they  had  sufficient  knowledge  of  the  subject  to 
ict  intelligently.  As  Dr.  Coulter  has  testified,  it  was  Sir  Horace 
i^lunkett,  whom  you  doubtless  all  know,  who  was  more  responsible 
or  the  Nebraska  resolutions  than  I  possibly  could  have  been;  for  he 
ook  the  position  before  the  Nebraska  Farmers'  Congress  that  the 
ime  was  not  yet  opportune  for  the  farmers  to  endeavor  to  obtain 
^gislation  to  assist  them  in  obtaining  short-term  cooperative  credits. 
)r.  Coulter  further  testified,  in  speaking  of  my  own  position  and  atti- 
iide  regarding  a  land-mortgage  plan  before  you,  in  the  following  words : 

Mr.  Gordon  Jones,  of  Colorado,  is  enthusiastically  in  favor  of  it,  but  he  has  certain 
icommendations  to  make  concerning  long-time  credits,  adopting,  as  he  does,  prac- 
cslly  all  of  the  suggestions  of  the  IJnitea  States  commission,  except  that  he  would 
ke  to  have  a  centrsd  bank  for  each  State  tacked  to  it  to  issue  the  bonds,  and  I  think 
e  is  justified  in  that  position  in  his  State. 

Mr.  Woods.  Mr.  Jones,  have  you  a  copy  of  Mr.  Plunkett's  speech 
1  Nebraska  ? 

Mr.  Jones.  No;  I  have  not.    But  I  could  get  it. 

Mr.  Woods.  I  would  hke  to  have  it. 

Mr.  Jones.  It  was  an  oflF-hand  talk  taken  down,  I  presume,  by  their 
benographer.  If  you  would  hke  to  have  me  do  so  I  shall  endeavor 
i>^et  a  copy  of  it  for  you. 

&.  Woods.  I  would  like  to  have  a  copy. 

Mr.  Jones.  I  onlv  remember  one  expression.  I  had  to  leave  to 
atch  my  train,  and  I  had  only  about  nve  or  six  minutes  to  hear  Sir 
[orace.  He  immediately  followed  me.  The  expression  he  used  was 
i>mething  like  this:  **In  the  most  of  what  Mr.  Jones  says  I  am  in 
earty  accord,  but  I  do  beheve  the  farmers  of  this  countr}'-  can  cooper- 
te  for  mutual  credit,  but  that  the  time  is  not  ripe  now;  that  it  will 
ftke  time  to  educate  them  to  reach  that  point." 

Coming  to  the  discussion  of  the  long-term  credit  plans  proposed, 
)r.  Coulter  wrote  me  that  he  considered  the  difiPerencc  between  the 
linority  plan  of  the  American  commission  and  the  plan  of  the  United 
tates  commission  so  insignificant  that  he  thought  probably  the 
linority  could  well  withdraw  its  report.  I  immediately  replied  that 
'  such  appeared  to  him  to  be  the  case,  I  was  sure  that  after  a  thor- 
ugh  analysis  of  the  two  different  plans  he  would  discover  in  their 
perations  and  workings  there  would  be  a  vast  difference.  I  men- 
oned  a  moment  ago,  Mr.  Chairman,  the  position  taken  by  me  at  the 
me  of  the  hearings  regarding  the  currency  law,  in  which  1  advocated 
)gional  banks  for  the  specific  purpose  of  bringing  to  your  attention 
ly  consistent  views  on  financial  organizations  and  operations.  For 
ere  again  do  I  advocate  the  mobilization  of  credit  of  a  given  area, 
enator  Vreeland  asked  me  this  question  during  the  Denver  hearing  at 
lat  time:  ''Do  you  not  think,  Mr.  Jones,  it  would  be  better  to  have 
ne  big  reservoir  for  mobilizing  credits,  so  that  in  case  of  need  in 
suing  currency,  that  from  that  reservoir  to  any  section  of  the  coun- 
y  relief  and  assistance  could  be  sent  out  in  time  of  need  ?''  My 
3ply  was  to  this  efiPect:  ''We  of  the  West,  Mr.  Vreeland,  fully  under- 
hand and  appreciate  the  meaning  of  the  word  'reservoir.'  We  know 
ifety  in  any  reservoir  system  is  greater  where  there  is  a  chain  of 
5servoirs.  We  know  from  actual  experience  that  although  you  may 
gislate  so  that  each  man  legally  has  the  same  right  of  supply  from  ei, 
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reservoir,  vet  in  the  actual  operation  the  man  nearest  to  the  headgtta 
has  the  advantage/' 

That  was  my  argument  against  a  central-bank  plan.  "Whil 
would  you  offer  instead ?''  was  asked.  I  replied,  ''I  would  prefer  i 
chain  of  reservoirs.  That  is,  I  would  urge  tnat  instead  of  providing 
one  big  central  'reservoir'  that  the  country  be  divided  into  district^ 
so  that  each  district  could  have  its  own  'reservoir.'  "  In  that,  yon 
will  see,  was  advanced  the  identical  idea  that  is  suggested  at  this  tinN 
in  the  estabUshment  of  land  mortgage  banks  under  our  minoritj 

Elan.  Now,  the  Fletcher-Moss  bill  has  built  up  a  vast  number  o 
ttle  units.  Every  community  which  can  raise  $10,000  can  have 
its  own  little  land  mortgage  bank.  We  should  ask  ourselves,  *'  WoqU 
it  be  wise  to  subdivide  the  country  into  such  a  large  number  of  aiii|i 
without  some  plan  of  mobilization  ?"  After  years  of  experience  H 
has  been  found  necessary  to  mobilize  the  credits  of  om*  umt  comme^ 
cial  banks  to  provide  strength  to  the  system.  Should  we  not  pnA  ^ 
by  that  expenence  ?  Why  establish  a  lot  of  units  without  the  aoilitT  V. 
to  give  the  best  service  ?  The  minoritv  report  of  the  Ammcaji  L 
commission,  therefore,  Mr.  Chairman,  wnile  accepting  of  the  miit  T 
bank  idea,  would  federate  those  imits  and  not  leave  them  to  stni^  I 
alone.  We  would  provide  State  centrals  serving  in  some^mt  I. 
similar  capacity  as  tne  regional  reserve  banks  are  to  do  toward  the 
commercial  banks. 

Now  Mr.  Moss  brought  out  during  Mr.  von  Engelken^s  testimony, 
and  well  brought  out,  two  or  three  points  on  which  the  minority  gave 
considerable  ULOught.  He  spoke  of  there  bein^  no  additional  capiUl 
in  our  proposed  centralized  bank.  On  that  point  I  noticed  Mr.  rlitt 
interposed  by  reading  from  the  minority  report,  as  follows: 

It  might  be  found  advisable  to  even  provide  the  central  with  a  laiger  capitalitt- 
tion  than  the  aggregate  amount  to  be  taken  by  the  different  locals.  In  tnat  dsi 
provision  could  be  made  for  selling  founders'  shares  similar  to  the  plan  worldng  moil 
excellently  in  Hungary.  Such  shares  could  be  made  preferred,  if  deemed  adTit- 
able,  or  could  be  placed  upon  an  equality  with  the  shares  owned  by  the  lodb.  Tbii 
might  be  found  necessary  in  order  that  me  country  bankers  and  mrmen  mi^t  hKvn 
desirable  financial  assistance  and  strong  connections  in  the  recojgnized  finaQcud  cen- 
ter in  their  State  in  assisting  to  establish  a  market  for  the  securities. 

''Would  there  be  any  objection/'  Mr.  Piatt  asked,  "in  the  case  of 
an  organization  of  central  banks  to  handle  these  mortgages,  to  having 
outside  capital  coming  in  ?'' 

Mr.  von  Engelken  (fid  not  answer  the  Question.  I  judge,  presumiqg 
the  quotation  made  sufficient  reply.  I  should  lifce  to  etaborate  upon 
that  later. 

Mr.  Chairman,  my  business  connection  naturally  puts  me  in  vcrr 
close  contact  with  the  investor.  I  think  I  know  nis  mind,  and  1 
think  I  know  with  what  reluctance  he  is  going  to  look  upon  the 
security  of  tlie  farmer.  I  know  the  farmer  has  to  pay  a  higner  rate 
of  interest,  notwithstanding  lus  superior  security,  just  because,  io 
the  minds  of  many,  he  is  not  considered  a  good  business  man. 

Mr.  J.  J.  HiU  IS  credited  with  ha\ang  made  the  statement  thai 
whenever  the  farmer  gets  to  doing  business  on  a  business  basis  ht 
will  not  have  so  much  trouble  in  financing  himself. 

Mr.  von  Engelken,  a  practical  farmer  himself,  brought  the  farmer 
more  to  task  for  his  ways  of  doing  business  than  I  would  dare  do. 
You  will  doubtless  recall  how  in  these  hearing  he  indicted  his  feUow 
farmers  for  their  loose  business  methods.     Thus  does  this  Floridi 
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ner  vindicate  the  railroad  magnate^s  opinion  of  liim,  as  a  class. 
t|  returning  to  the  5)ossiblc  need  for  additional  capital  in  tlie  State 
Wiization  or  central  bank,  which  is  but  a  federation  of  the  State 
to.  It  will  be  necessary  to  assure  the  investor,  above  all  tilings, 
A  the  securities  behind  these  land  mortgage  bonds  are  absolutely 
td.  Your  enactment  must  cover  eveiy  i)ossible  weak  point. 
&n  assurance  from  outside  cai)ital,  as  well  as  from  the  unit  banks 
|b  indorse  the  securities  that  are  hypothecated  to  protect  the 
ids,  will  have  a  decided  influence  ui)on  obtaining  a  low  interest 
SB  and  in  making  a  market. 
|lus  outside  capital  should  be  furnished,  as  suggested  in  the  minority 

Kb,  by  well-known  financiers!  ocated  in  the  commercial  center  of 
tion.     Undoubtedly  this  cooperation  between  city  and  comi- 

ir.  Platt  (interposing).  Mr.  Jones,  would  it  internipt  you  if  I 
"  you  a  question  now  ? 

.Jones.  No;  I  am  glad  to  answer  questions.     It  will  assist  in 
my  position  clearer,  I  am  sure. 

^LATT.  That  was  my  question  that  you  referred  to  and  Mr. 
k  En^elken  did  not  answer.  I  noticed  it  at  the  time;  1  did  not 
^  to  interrupt  him  further  then.  Wliat  would  be  th(»  ol)jection, 
^ould  you  nave  any  objection  to  the  founding  of  these  central 
xks  first  and  let  them  set  in  motion  the  machineiy  for  founding 
>  locals) 

Idr.  Jones.  No;  but  I  think  that  would  be  done  almost  simulta- 
nisly^  anyway.  Dr.  Coulter  asked  me  that  question  wlu^n  this 
^gestion  was  first  made  to  him  and  Dr.  Butterfield.  It  was  his 
Lief  that  before  any  of  these  little  banks  could  be  organized  it 
•nld  be  necessary  to  organize  a  centralized  bank. 
The  founders'  shares  could  be  paid  in  and  the  federation  built 
3imd  that.  Two  or  three  banks  couhl  then  federat(\  You  might 
t  consider  it  necessary  to  prohibit  any  bank  from  oi)erating  out- 
le  of  a  federation,  though  I  believe  it  best  to  c()mi)el  tliem  to  f(*d- 
ate.     It  is  our  argument  that  they  can  not  witli  safety  be  allowi^d 

operate  as  small  units. 

Now,  the  statement  has  been  made  here  by  })oth  Mr.  Moss  and  Dr. 
lulter  that  com]>etition  is  what  you  want.'  And  I  will  sav  to  you 
at  no  bank  outside  of  the  federation  could  coinjx'te  witli  t\w  banks 

tixe  federation.  I  am  firm  in  my  oninion  that  federated  l)anks 
Mild  reach  a  broader  and  a  better  market,  from  my  own  exjxMience 
.  my  own  State.  Ix)cated  as  I  am  in  the  Ihiancial  center  of  tlie 
bate,  I  realize  that  if  the  farmei-s  undertake  to  organizt*  Htth*  rural 
inks,  scattered  thi-oughout  the*  State,  with  SIO.OOO  ca])ital  Iutc 
ad  $15,000  capital  there,  they  can  not  conu*  into  Denver  and  sell 
leir  securities  upon  any  basis  that  would  l)e  of  any  benefit  to  tlie 
oirower.  I  doui)t  if  they  could  be  sold  at  all.  They  would  not  be 
nown  in  the  cities;  they  would  not  be  known  to  tlic*  investors. 

But  bring  the  securities  of  a  federation  of  banks  throughout  the 
tttire  State,  10,  25,  50,  or  100,  or  whatever  the  number  mav  be:  let  it 
•known  that  they  are  federated  and  a  proportion  from  each  is  behind 
:luid-mortgage  bond  issue  and  in  Denver  is  the  eentndized  federa- 
"on;  and  especially  if  in  addition  to  the  caoital  furnished  by  the 
Inks  throughout  the  country,  an  additional  founders'  capital  has 
to  put  up  Dy  some  of  our  well-known  business  men,  such  as  each 
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one  of  you  can  name  in  your  own  home  town;  that  such  men  Im 
taken  this  founders'  capital  in  order  to  assist  the  enterprise,  and  g 
it  additional  capital  and  to  recheck  tlie  securities  seat  in,  tnOTeis 
question  but  what  a  home  market  within  and  without  the  State  a 
be  built  up  for  the  bonds  issued  against  the  diversified  mortgages.  . 

I  do  not  beheve,  in  my  own  case,  that  we  would  have  to  go  01 
of  our  own  State  for  years  to  come  to  find  a  good  market  for  sudiad 
guarded  securities.     We  have  possibly  $20,000,000  of  savings  ai 
time  deposits  in  the  banks  of  our  own  city.    Considerable  of  ttui 
investea  outside  of  the  State. 

All  through  Europe  we  found,  in  the  cities  where  they  had 
lated  savings,  that  the  savings  went  back  into  the  agricultural 
munities.     How  do  we  invest  such  saving  outside  the  State! 
invest  them  largely  in  bonds  that  go  to  build  up  other  sections  of 
country.     We  have  some  of  such  funds  invested  in  our  own  State, 
the  proportion  is  not  as  it  should  be.    Our  banks  in  the  far  West 
hard  put  to  it  to  always  find  profitable  employment  for  their  fi 
It  may  surprisey  ou  to  "know  that. 

Mr.  Platt.  That  is  a  surprising  statement  to  me.  I  knew  till 
that  is  true  of  the  bankers  of  the  East.  t 

Mr.  Jones.  Commercial  banks  ?  i 

Mr.  Platt.  Yes,  commercial  banks  and  savings  banks  particulttn 
But  I  did  not  suppose  it  was  true  of  the  banks  in  Denver,  for  instaoei 
which  are  growing  on  eastern  capital — at  least  the  commimitieB  0 
growing  on  eastern  capital  all  the  time,  one  way  or  another. 

Mr.  Jones.  If  you  are  interested  in  that,  I  may  say  that  the  banl 
of  Denver  have  on  an  average  from  40  to  50  per  cent  reserve  all  tl 
time.  That  means  that  they  carry  from  $40  to  $50  in  cash  and  sigl 
exchange  against  every  $100  in  deposits. 

In  a(l(lition  to  that,  I  will  venture  to  say  that  at  least  20  percen 
of  their  entire  loans  are  loaned  outside  of  Colorado,  invested  il 
eastern  coniniercial  paper. 

Mr.  Platt.  Do  you  mean  that  they  have  a  cash  reserve  of  50  per 
cent  and  also  an  additional  reserve  of  bonds  which  are  regarded  11 
liquid  assets  or  eall  loans  or  sometliing  of  that  sort? 

Mr.  Jones.  Yes;  bonds,  call  loans,  and  commercial  paper. 

Mr.  Platt.  Is  that  regarded  as  necessary  to  good  banking? 

Mr.  .loNEs.  No,  sir;  it  is  a  condition  that  we  have. 

Mr.  Platt.  It  seems  to  me  that  it  must  be  due  to,  perhaps,  lackol 
confidence. 

Mr.  Seldomiudok.  To  verify  wluit  Mi.  Jones  has  said,  I  will  say 
that  there  is  a  lack  of  rommercial  opportunity  out  there  for  the  inr 
vestment  of  bankin<z:  funds.  We  have  not  got  the  market  for  coftr 
mercial  paper  that  is  available  in  the  East.  You  take  the  situationil 
my  town  of  (Colorado  Springs,  and  the  banks  there  have  paper  d 
John  Wanamaker,  and  tlie  II.  B.  Claflin  Co.,  and  Swdft  &  Co.,  and 
Armour  &  Co.  That  class  of  paper  is  sold  out  there  to  banks.  They 
are  put  to  it  to  find  available  mvestments  for  their  funds. 

Mr.  Platt.  That  class  of  paper  is  purchased  by  banks  largely 
because  the  want  paper  which  will  l)e  paid  when  due,  is  it  not? 

Mr.  Seldomridge.  They  want  to  put  their  surplus  into  eaminf 
channels. 

Mr.  Jones.  If  they  did  not  invest,  as  Mr.  Seldomridge  says,  they 
would  possibly  have  60  per  cent  reserve? 
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Mr.  Platt.  Well,  it  is  hardU'  possible,  it  soenis  to  ino  that,  with 
D  rapid  development  of  the  West,  tliere  could  not  be  ])ei-fe(tly  safe 

vestments  for  money  at  home 

Mr.  Seldomridge  (mterposin^) .  Well,  development  in  the  West  is 
»ng  agricultural  and  mineral  lines,  which  are  not  r(M'o^ni/.e<l  as 
X)gether  safe  channels  for  banking  investment. 
ifr.  Platt.  That  is  it,  then. 

"Mr.  Seldomridge.  You  would  not  want  to  loan  a  man  SIO.OOO  or 
5,000  to  go  out  and  develop  a  gold  mine,  would  you  ( 
Mr.  Platt.  That  is  it;  you  do  not  recognize  your  local  irulustries 
» suflGiciently  safe  to  finance  at  home;  you  want  some  assistance  from 
ywnEast? 

Mr.  Seldomridge.  We  are  not  asking  people  from  down  fJast  to 
lance  mines,  or  anything  of  that  kind. 

Mr.  Jones.  You  have  brought  out  a  point,  !Mr.  Platt,  that  I  want 
>  emphasize  in  order  to  explain  my  keen  interest  in  getting  tlirongh 
nne  oil!  that  will  assist  the  agricultural  industry. 
Our  cities  of  the  West  have  outgrown  the  agricultural  sections. 
h  do  not  have  support  enough  from  outside  the  cities  to  justify 
irger  industrial  or  commercial  undertakings.  Because  of  this  lack 
f  a  larger  rural  population  our  urban  enterprises  do  not  require  all 
lie  capital  the  banks  have  available  for  them.  We  have  got  to  have 
consuming  i)opulation,  as  well  as  a  producing  one,  and  the  sur- 
Mmding  country  and  towns  furnish  both.  My  views  thus  expressed 
ill  explain  why  I  went  abroad  as  an  American  commissioner.  It 
Is  in  onler  to  see  if  we  could  not  devise  some  system  for  safely  lend- 
g  money  to  the  agricultural  interests  in  order  to  more  lartrely 
kpulate  the  rural  sections.  We  have  thousands  of  acres  of  land 
at  await  development —the  best  soil  under  heaven  and  the  surest 
iter — irrigation— but  our  commercial  banks  can  not  loan  on  them: 
t  at  the  same  time  we  have  more  funds  than  we  know  how  to  loan. 
can  loan  under  existing  laws  in  our  own  State. 
I  made  a  similar  statement  that  was  cjuestioned — 1  do  not  mean 
at  my  veracity  was  questioned,  but  that  it  was  regarded  with 
mder— before  the  Banfcing  and  Ourrency  Committee  of  the  Senate 
len  appearing  before  them  on  the  new  currency  act.  That  state- 
ent  led  to  my  being  asked  how  we  came  out  during  the  panic  of 
'07,  with  the  idea,  I  presume,  of  showing  that  our  fmuls  were  locked 
)  in  New  York  and  we  coidd  not  get  it.  1  said,  "Xo,  on  the  con- 
ary,  we  needed  funds  in  New  York  at  that  time.^'  "Why,  was  not 
lat  a  rather  unique  condition?''  I  was  asked.  "I  (!o  not  know  what 
le  condition  was  in  other  sections  of  the  country,"  1  rejdied.  "l)ut 
enver  banksnceded  funds  in  New  York  to  settle  exciiange  accounts." 
hen  I  was  asked  as  to  our  own  bank,  how  we  came  out  in  the  ])anic 
[  1907,  and  what  w^as  our  own  experience.  In  n^ply  I  said:  "We 
tarted  in  the  panic  of  1907  w-ith  about  4*J  per  cent  rescM-ve  against  all 
eposits  and  in  the  statement  following  tne  panic  we  had  about  58 
ercent  reserve.'* 

I  was  requested  to  furnish  copies  of  these  statements  for  the  records. 
0  r  went  to  the  comptroller's  office  and  got  the  statemtMits  of  our 
ank  made  before  and  after  the  panic  and  filed  them  with  that  com- 
ittee. 

Now,  that  merely  illustrates  the  point  tiiat  Mr.  Seldomridge  brings 
!t;  for  our  condition  w^as  the  condition  of  the  other  Denver  banfe; 
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we  held  commercial  paper  of  makers  outside  of  our  territory,  sock 
paper  as  Mr.  Seldomndge  mentioned ;  and  at  its  maturity  we  did  not 
renew;  that  led  to  an  accumulation  of  funds  as  it  came  due  audit 
more  than  took  care  of  any  demands  upon  us. 

Mr.  Platt.  I  think  that  was  probably  true  of  nearl]p  all  the  countrf 
banks  in  the  United  States;  that  same  statement,  I  think,  was  matt 
by  Mr.  Frame  in  the  hearings  before  the  Banking  and  Currenq 
Committee. 

Senator  IIollis.  Yes;  we  had  to  ''check  up"  New  York's  peh 
centagc  for  good  behavior  quite  a  good  deal  after  the  hearingi. 
Senator  O'Gorman  attentod  to  that  subject. 

Mr.  Seldomridoe.  The  first  relief  that  the  Chicago  banks  had  ia 
the  panic  of  1907  was  from  the  shipment  of  gold  from  Colorado 
Springs,  taken  out  of  the  Portland  mills.  They  were  supplied  quite 
regularly  from  that  source;  there  was  more  gold  out  there  than  thi 
banks  needed,  and  they  reUevcd  the  stringency  in  the  Chicago  banb. 

Mr.  Jones.  We  shipped  upon  telegraphic  request  from  our  baik 
to  Topeka,  Kans.,  witnin  a  few  miles  of  Kansas  Qty,  tiie  cadi  to 
meet  the  pay  roU  of  the  Atchison,  Topeka  &  Santa  Fe  Railwij, 
because  they  found  difficulty  to  get  cash  enough  to  pay  their  cah 
ployees,  and  they  did  not  want  to  pay  their  employees  in  cashiaf'i 
checks.  We  shipped  to  many  other  places  about  the  same  time 
where  there  were  pressing  needs. 

Senator  Hollis.  Mr.  Jones,  of  course  you  want  to  make  as  mndi 
money  as  you  can  for  your  stockholders,  and  at  the  same  time  bt 
safe.  You  have  a  reserve  of  about  50  per  cent  of  your  deposili; 
and  you  would  be  glad  to  buy  more  of  this  Wanamaker  and  H.  B. 
Claflin  Co.  paper  if  it  were  available.  Why  do  you  you  not  inTVI 
in  it  more  ? 

Mr.  Jones.  We  buy  from  $5,000  to  $10,000  of  each  desinUe 
name  that  is  offered.  1  saw  the  statement  made  by  some  one  in  the 
records  of  your  hearings,  and  which  some  one  seemed  to  question 
that  the  present  rate  on  disirable  commercial  paper  was  4  per  cent. 
I  just  bouglit  some  such  paper  before  I  left  home  at  4  per  cent. 

Senator  Hollis.  Well,  would  your  bank  like  to  buy,  for  instance, 
these  bonds  if  you  were  assured  that  they  were  safe  and  liquid  t 

Mr.  Jones.  You  are  asking  now  about  what  I  am  leading  up  to. 

Senator  Hollis.  That  is  what  I  want  to  find  out  about. 

Mr.  Jones.  That  is  what  I  am  leading  up  to;  to  show  you  that 
there  are  considerable  available  funds  all  over  this  coimtry  that  vol 
possibly  had  no  idea  existed  that  are  waiting  for  some  such  liqnkl 
mvestment  of  this  kind. 

Now,  I  personally  visited  the  Deutsche  Bank,  the  large  joint-stock 
bank  of  Uermany,  to  find  out  if  they  were  buying  land-mortgap 
bonds,  and  I  found  that  they  wore.  A  few  days  before  I  called  ttal 
big  bank  had  bought  $100,000  of  land-mortgage  bonds  from  onevi* 
vate  joint-stock  bond-issuing  land-mortgage  bank.  I  asked,  *'Hof 
do  you  look  upon  them  ?"  The  officer  repEed:  ''They  are  absolnldlf 
good.     There  is  no  question  about  them.  ' 

Senator  IIollis.  Well,  how  liquid  were  they? 

Mr.  Jones.  liquidity  has  two  definitions,  as  understood  by  thi 
banker. 

Senator  Hollis.  Yes. 
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Mr.  Jones.  One,  the  loan  whose  maker  lias  the  abiUty  to  retire  the 
le  out  of  his  own  active  assets  without  going  out  of  business  or 
■ry  to  his  o'wti  business.  The  other  is  an  investment  that  always 
B  a  ready  market.  This  investment  itself  may  not  be  liquid, 
A  the  effect,  so  far  as  the  investing  bank  is  concerned,  is  the  same. 
Benator  IIolus.  The  bonds  did  not  have  that  sort  of  hquidity — 
B  &st  mentioned — because  they  probably  wore  not  duo  at  that 
iTticular  time. 

Mr.  Jones.  No;  they  came  within  tlio  second  definition;  tlio  li- 
lidity  of  the  investment  on  account  of  it  being  marketable. 
Senator  IIollis.  Tliat  is  what  1  was  inquiring  about. 
Mr.  Jones.  Take,  for  example,  tlie  financial  statement  of  tJmost 
ly  commercial  or  savings  bank  and  analyze  it.     ^'ou  will  find  a 
Ige  amount  of  bonds  held  as  investments.     Why  i     As  a  socond- 

3'  reserve.  A  bank  may  need  to  reahze  upon  its  securitios  oven 
ore  the  maturity  of  some  of  its  liquid  paper-  that  wliicli  is  liquid 
i  itself.  It  is  then  the  wisdom  of  holding  a  fair  amount  of  readily 
larketable  bonds  as  a  secondary'  reserve  is  sliown.  Now,  vou  are 
iring  to  find  a  great  big  market  tor  your  land-mortgage  bonds,  prop- 
rtv  protected,  with  commercial  banks. 

■  Aow,  lot  mo  suggest  a  caution:  Should  wo  havo  a  faihiro  or  two  in 
ind-mortgago  banks,  the  wholo  systom  is  Ukt^ly  to  go  into  disroputo. 
fe  must  build  up  around  tlio  system  somot!iin<r  that  niakos  doubly 
iTe  the  security.     If  a  land-mortgago  bank  out  in  an  unknown  town 

New"  Mexico  should  fail,  tho  nowspa])ors  all  ovor  tlio  country  would 
tt^ld  in  big  hoadlinos  ''Land-mortgago  bank  fails.'' 
This  would  affect  tho  market  on  all  such  bonds.  It  would  inune- 
ately  raise  sus])icion  regarding  tho  laiid-niortgag(*  bank  ^ysif^m. 
lat  IS  a  thing  that  you  must  safeguard  as  soeuri^ly  as  possible. 
Now,  I  am  speaking  from  the  stand])oint  of  a  bankc^r  and  what  I 
Duld  want  to  invest  in  myself.  If  I  know  there  were  a  lot  of  thes(» 
mds  issued  by  the  Farmers'  National  Land  Mortgage^  Bank  of 
pownville,  N.  C.,  $10,000  capital,  or  by  the  National  Funu  Land 
ortgage  Bank  of  Smithvillo,  Kans.,  with  SI 5, (KM)  eajutal,  what  would 
know  about  thom?  Would  I  invest  the  fumls  of  my  bank  in  them? 
'ill  trust  funds  be  invested  by  any  man  who  is  r(^sj)onsil)le  to  aeeouut 
I  some  widow  or  orphan  or  to  som(^  court?  I  doubt  it.  But  if  you 
in  build  around  those  bonds  some  double-checking  system,  sonn^- 
ling  that  will  throw  about  tln^m  greater  protection  tium  there  is 
ttder  the  Fletchor-Moss  plan,  I  bolit^vc^  you  will  n^jieh  such  markets. 

Mr.  Seldomridge.  Just  what  protection  would  you  havo? 

Mr.  Jones.  That  brings  up  the  minority  recommendation. 

Mr.  Seldomridge.  Well,  what  is  that?' 

Mr.  Jones.  Now,  I  would  like  to  take  this  minority  rei)ort  and 
omment  upon  it  as  I  go  along,  for  this  is  probably  the  last  '^say" 
hat  the  minority  will  have. 

Mr.  Woods.  Mr.  Jones,  before  you  go  on  I  would  like  to  ask  this 
peBtion:  You  spoke  of  these  small  banks  taking  stock  in  the  central 
wmk.  Would  you  suggest  that  they  use  a  part  of  their  par-value 
samtal,  or  pay  in  a  surplus,  say,  of  20  or  25  per  cent  for  that  purpose  ? 

Mr.  Jones.  I  think  you  can  safely  follow  the  plan  of  tho  Federal 
*Berve  bank  system,  where  the  member  banks  are  required  to  invest 
^irt  of  their  capital  and  surplus  in  the  regional  banks.  That  becomes 
permanent  investment,  and  by  building  up  a  federation  each  bank 
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would  put  part  of  its  capital  into  a  centralized  institution;  whiek 
alone  snould  have  the  bond-issuing  power. 

And  may  I  mention  here  that  another  argument  for  this  fedentioiL 
organizing  from  the  outside  toward  the  center,  is  to  keep  the  contnl 
of  the  land-mortgage  banks  back  in  the  country.  Under  this  FletcluF 
Moss  bill,  gentlemen,  I  do  not  believe  that  we  will  have  any  soul 
banks,  or  if  so,  that  they  could  long  survive.  There  is  no  maximioi 
limitation,  mind  you,  as  to  capital.  It  would  result,  therefore,  n 
the  establishment  of  a  number  of  lai^e  banks. 

And  where  would  be  the  control  ofthose  large  banks  ?  Still  in  tk 
hands  of  the  money  lender;  still  in  the  hands  of  the  man  who  wanli 
to  get  the  highest  rate  of  interest  possible  out  of  the  farmer;  in  tb 
cities  reaching  out  into  the  agricultural  sections  through  their  a^enciei 

But  accept  the  proposed  plan  of  the  minority — which  nught  be 
considered  an  amendment  to  the  report  of  the  United  States  commis- 
sion— ui  this  respect  and  we  keep  tne  control  right  back  in  the  conn- 
try.  The  unit  banks,  all  federated,  would  therefore  control  the  wn- 
tral  institution  and  would  control  its  poUcy.  It  can  not  be  taken  in 
the  interest  of  the  unit  banks,  in  turn  owned  by  the  farmers. 

I  would  limit  the  amount  of  founders'  shares  in  proj)ortion  to  ciWr 
talization,  so  that  the  amount  could  not  get  where  the  control  could 

§ct  away  from  the  unit  banks,  or  members,  as  they  might  be  termed 
hould  you  accept  of  the  founders'  share  plan  along  with  the  member 
banks,  we  would  reach,  as  I  said  a  moment  ago,  a  broader  market,  ind 
the  law  of  supply  and  demand  would  operate  to  furnish  a  chea|>er  rite 
of  interest.     I  will  mention  this  later. 

Mr.  Moss.  Let  me  ask  you  a  question  there,  Mr.  Jones.  These 
founders'  shares,  when  you  sell  them,  would  they  have  the  jwwer  to 
issue  bonds  upon  the  founders'  shares  ? 

Mr.  Jones.  Yes. 

Mr.  Moss.  So  your  idea  would  still  be  that  the  capital  of  the  bank 
would  still  control  the  total  issue  of  the  bonds;- that  is,  15  to  H 

Mr.  Jones.  That  the  capital  and  surplus  of  the  central  shouM 
control  the  issue  of  bonds.  If  you  will  note,  the  minority  report  has 
left  blank  the  maximum  amount  of  bonds  the  central  should  be  l 
allowed  to  issue  in  proportion  to  its  own  capitdization.  Dr.  Coulter 
suggested  that  we  put  it  at  15  times;  but  that  is  a  matter  for  careful 
consideration  and  mathematical  calculation.  I  will  bring  that  ques- 
tion up  later.     I  would  like  to  read  from  the  minority  report: 

It  is  proposed  that  the  farmers  cooperate  with  the  stockholdeni  of  banks  in  nnl 
communities. 

We  propose  that  they  cooperate  with  stockholders  in  rural  banks  (which  banki  will 
be  found  generally  owned  by  the  fanners  themselves);  in  the  oi)janizatiun  in  tbBi 
respective  localities  of  small  unit  land-mort^a^e  associations,  capitalized  in  propat 
tion  to  the  needs  of  their  respective  communities— minimum  capital,  910,000. 

Each  association  to  be  oiip^ized  upon  the  share  capital  plan,  cooperadve  (w  li 
sharing  profits  with  borrowers  without  the  mutual  liabihtv  feature)  or  nonconpotthf 
with  double  liability  of  shareholders),  as  might  be  desired. 

It  is  to  become  affiliated  with  and  have  close  interrelationship  with  the  raial  hak 
which  may  be  owned  by  some  of  the  same  shareholders,  in  that  it  may  ha\'e  itscfti 
with  the  affiliated  bank  and  be  officered,  managed,  and  directed  by  some  of  theaai 
men,  to  which  could  be  added  other  desirable  farmer  direct<«8,  if  such  niral  ball 
are  notalready  dominated  by  that  interest.    The  objects  sought  by  this  affiliatioii  at* 

Now,  please  follow  me  closely  on  these  three  points  which  briiC 
out  the  need  of  this  affihation — 

1.  To  utilize  the  facilities  already  in  existence;  to  obtain  the  accumulated  Mih 
mation  regarding  the  intimale  ^uKaciaA  standing  of  the  fanners  in  the  communitj. 
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'■tth  the  knowledge  of  their  ability  to  pay,  which  knowledge  has  been  gathered  by 
ymn  of  personal  contact  and  experience  with  them  by  the  local  banks;  to  have  the 
advantage  of  banking  quarters,  with  little  or  no  overhead  expenses,  excepting  such 
aominal  clerk  hire  as  might  be  necessary  as  part  of  the  duty  of  some  clerk  in  the  bank. 

2.  To  cooperate  with  the  existing  banking  facilities  in  a  manner  that  would  lead 
flie  bank  to  foeter  and  develop  the  growth  of  the  land-mortgage  association.  This 
ioald  work  in  many  cases  in  finding  a  market  for  bonds  issued  bv  the  *' central,'' 
Iter  referred  to,  for  every  bank  gathers  a  line  of  deposits  upon  which  it  pays  interest 
Mkd  upon  which  there  is  little  profit.  It  is  believed  that  if  such  banks  could  divert 
.  portion  of  these  deposits  to  a  more  permanent  use  in  a  manner  so  that  it  would  share 
n  the  benefits  at  the  same  time  they  would  gladly  do  so.  The  influence  of  organized 
•anka  in  recommending  such  securities  would  be  very  great. 

It  must  be  recc^i^zea  that  banks  operate  mainly  upon  deposits  and  are  either  re- 
bricted  or  prohibited  by  law  from  loaning  their  funds  upon  real-estate  security  be- 
BUBe  of  its  nonliquidity  and  length  of  maturity.  It  is  believed  that  our  country 
moka  have  for  so  long  operated  under  these  restrictions  that  they  will  welcome  a 
ystem  that  will  furnish  the  needed  facilities  to  their  respective  farming  communities, 
Old  will  gladly  cooperate  to  bring  this  about. 

3.  To  place  each  country  bank,  whose  shareholders  join  in  the  organization  of  such 
b  local  land-mortgage  association,  behind  its  own  "local" — 

Now,  here  is  a  decided  point  which  will  be  of  advantage:  If  you 
dan  get  the  stockholders  oi  our  country  banks  financially  interested 
Ji  these  land-mortgage  banks,  you  are  going  to  get  them  behind  the 
mortgage  loans  in  this  way — 

Should  misfortune  overtake  anv  of  its  borrowers  the  bank  would  be  interested  in 
tnrniahing  sufficient  funds  to  make  interest  and  amortizaticm  payments.  Or  should 
llie  borrower  feel  the  need  of  using'his  profits  from  a  season's  operations  in  other  direc- 
tions,  Buch  as  additional  needed  improvements,  or  for  stocking  his  farm,  breaking  new 
luid,  or  for  any  other  provident  purpose,  he  would  have  an  established  institution 
■ufiSciently  interested  in  him  and  of  sufficient  strength  to  advance  him  the  necessary 
amount  to  permit  of  this. 

Now,  let  me  dwell  on  that  point.  It  has  been  brought  out  in  your 
hearings  that  it  was  found  necessary  in  European  countries  for  land- 
mortgage  banks  to  become  aflSliated  with  commercial  banks.  I 
notice  particularly  that  Mr.  Hill,  in  his  effort  to  induce  you  to  amend 
the  Fletcher-Moss  bill  so  that  farm-land  banks  might  receive  deposits, 
brings  out  some  argument  against  his  own  idea  by  citing  the  fact 
that  some  banks  in  foreign  countries  have  found  it  necessary  to 
ftflUiate  with  commercial  banks. 

He  refers  to  the  Landschaft — a  land-mortgage  bond-issuing 
lociety.  The  Landschaft  receives  no  deposits,  but  after  operating 
for  a  great  many  years  and  trying  to  find  a  ready  market  so  that 
when  the  borrower  gave  his  mortgage  he  could  get  the  money  immedi- 
ately on  his  bond,  found  it  expedient  and  necessary  to  establish  its 
own  independent  bank  and  not  encounter  the  danger  of  mixing  the 
two  classes  of  business. 

The  president  of  the  Landschaft  at  Halle  made  this  statement  to 
(He  at  a  luncheon  in  his  private  rooms  over  the  bank.  As  has  already 
t>een  brought  out  in  your  hearings,  the  bank  occupies  the  first  floor 
Uid  the  Landschaft  the  second.  It  is  an  interesting  story,  that  of 
:he  organization  and  operation  of  the  Landschaft  and  its  child, 
'he  bank.  The  Landschaft  began  without  any  capital,  but  merely 
>jr  charging  a  nominal  membership  fee  of  borrowers.  Oririnally  all 
£e  boiTOwers  or  members  mortgaged  to  it  their  lands.  This  gave 
)ach  borrower  a  line  of  credit  and  they  were  furnished  the  Land- 
Kshaft's  own  bonds  up  to  the  amount  of  their  mortgages  when  they 
leaded  funds.  Occasionally  if  a  man  would  pay  off  his  debt  he 
irould  allow  the  mortgage  to  stand  until  he  needed  help  again,  and 
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when  he  called  again  was  given  what  bonds  he  needed.     He  had  to 
find  his  own  market  for  the  bonds. 

After  operating  a  long  time  the  Landschaft  accumulated  a  laip 
''reserve  fund.''  We  would  call  it  ''surplus"  in  this  country;  th^ 
refer  to  their  surplus  as  a  reserve  fund.  They  felt  the  need  of  haTinf 
an  affiliation  with  a  commercial  bank;  a  bank  that  had  ready  fura 
with  which  it  could  take  up  these  bonds  from  their  borrowers.  So 
they  organized  their  own  commercial  bank.  The  Landschtft 
itself  owns  the  bank;  there  are  no  stockholders.  Hence  I  spoke  rf 
the  bank  as  its  child. 

I  asked  the  president,  "Who  owns  this  building?"— a spkndid 
building,  centrally  located  in  a  progressive  and  apparently  wealthj 
city  in  the  best  agricultural  section  of  Germany.  He  replied,  "Why, 
the  Landschaft  owns  the  building." 

I  asked  him,  "How  did  it  make  the  money  with  which  to  buy  tha 
building?"  He  said,  "On  the  profits  between  the  interest  the  bo^ 
rowers  pay  and  what  our  bonds  draw."  I  said,  "You  own  a  bank, 
and  this  building,  and  have  started  without  any  capital  at  allt" 
(You  see  the  traits  of  an  inquisitive  American.)  He  seemed  amused  | 
and  repUed,  "Yes."  "Well,  you  say  the  Ijandschaft  owns  the  huk 
and  the  Landschaft  owns  the  building?"  "Yes;  and  we  built tlui 
building  and  capitalized  the  bank  out  of  the  profits  of  the  Land- 
schaft. "Well,  who  owns  the  Landschaft,  and  consequently  the 
profits  and  consequently  the  building  and  bank?"  He  lauded  ud 
said,  "That  is  a  question  that  we  are  wondering  ourselves." 

I  said,  "What  provision  have  you  regarding  the  distribution  of 
your  profits?"  "None;  they  remain  with  lis."  "Well,"  I  asked, 
becoming  exceedingly  interested,  "who  furnished  these  profits  of  the 
Landschaft  which  nas  thus  become  its  capital?"  "Our  borrowers." 
"Who  are  your  borrowers?"  "The  men  who  are  borrowing  to-day; 
the  men  who  borrowed  last  year;  the  men  who  borrowed  a  generation 
ago,  or  a  hundred  years  ago;  men  whose  loans  exist  toHday,  men 
wiose  loans  were  paid  off  years  ago,  men  hving  and  men  long* dead." 

"Have  you  any  lawyers  in  this  country  ?"  I  asked.  He  said,  '*  Yes; 
whv?"  'Well,"  said  I,  "they  are  not  American  lawyers,  or  some- 
body would  be  trying  to  prove  that  their  forefathers  had  an  interest 
in  this  building  to-day,  and  consequently  they,  their  rightful  heirs, 
are  joint  owners  of  the  building  and  bank."  He  said,  "You  know 
that  thing  is  just  beginning  to  be  thought  about." 

Senator  Hollis.  That  is  not  a  new  problem  in  New  England,  whew 
we  have  our  mutual  saving  banks,  and  where  the  depositors  are  the 
only  persons  who  have  an  interest  in  the  profits,  and  where  they  are 
building  up  a  surplus. 

I  may  have  had  $5,000  in  that  savin*]^  bank  for  five  years.  Tint 
money  is  mvested,  and  they  have  earned  more  than  the  interest  whkh 
they  paid  to  me.  I  withdraw  my  $5,000,  and  the  surplus  eaminp 
of  that  deposit  stay  there  for  some  indefinite  person's  benefit,  and  il 
has  never  yet  been  figured  out  just  when  that  must  stop  or  just  who 
has  a  ri^ht  to  it  or  how  far  the  banks  have  a  right  to  builci  up  a  surfJui 

Mr.  tlONES.  I  mentioned  that  incident  in  order  to  bring  out  th» 

Eoint,  that  American  methods  and  American  customs  must  be  id- 
ered  to,  or  we  are  Uable  to  open  up  something  here  of  a  cooperative 
nature  that  is  ^oing  to  get  us  into  a  lot  of  trouble,  unless  it  is  wit 
clearly  defined  by  law.    Our  present  American  idea  is  the  joint  stock 
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ssociation.  It  can  be  made  cooperative  if  desired.  In  the  last 
aalysis  all  such  associatioxis  are  cooperative  to  a  greater  or  lesser 
xtent. 

Now,  you  see  we  have  incorporated  in  the  minority  report  this 
iea  of  affiliating  the  rural  land-mortgage  banks  with  present  existing 
uccessful  country  banks  already  owned  and  managed  by  farmers. 
t  they  do  not  find  such  a  bank  in  a  community,  it  is  easy  enough  to 
organize  without  that  bank,  and  if  they  feel  that  the  farmer  is  not 
>roperly  taken  care  of  or  would  not  be  safeguarded  there  is  no  reason 
«rhy  they  should  not  organize  independently  and  in  time  might 
)r^anize  their  own  bank  too. 

Mr.  Platt.  That  idea  is  not  entirel;^  forei^  to  the  report  of  the 
majority  of  the  United  States  commission,  is  it?  I  understand  that 
bhey  have  the  idea  that  banks  would  organize;  savings  banks,  per- 
haps small  country  banks,  would  organize  these  farm-land  banks  in 
cjpnnection  with  tneir  own  business. 

Mr.  Jones.  I  have  not  heard  them  express  themselves  on  that.  I 
think  it  would  be  the  natural  result. 

Mr.  Coulter.  We  discussed  that  somewhat. 

Mr.  Jones.  But  they  stop  there  with  their  isolated  organizations. 
It  is  going  to  be  absolutely  necessary  for  such  banks  to  federate. 
rhe  bill  restricts  the  earnings  so  that  it  is  inconceivable  that  there 
frill  be  any  considerable  number  of  small  land-mortgage  banks  under- 
take to  organize  without  such  affihation  or  federation  is  permitted. 
Therefore  Sie  very  objects  sought,  to  put  these  banks  within  the  reach 
of  iixe  rural  communities,  will  be  defeated.  What  can  such  a  bank 
do?  A  $10,000  bank  can  have  $150,000  of  bonds  outstanding  at  any 
one  time,  and  they  run  for  35  years.  It  can  only  receive  1  per  cent 
for  all  expenses  and  profits.  The  bank  will  operate  some  time  before 
it  reaches  its  limit.  It  will  have  overhead  expenses  to  start  with. 
H  this  bill  is  taken  just  as  it  stands,  the  Fletcher-Moss  bill;  with  all 
due  respect  to  those  who  prepared  it  and  advocate  it,  I  believe  we 
will  be  made  the  laughing  stock  throughout  Europe.  I  never  heard 
of  small  capitalized  land-mortgage  banks  anywhere  floating  bonds  for 
a  long  term  of  years. 

One  of  the  great  advantages  of  the  federation  is  holding  down  the 
expenses.  Mr.  Moss  brought  out  a  point  as  to  why  federation  would 
not  increase  the  expense  of  operation. 

Mr.  Moss  (interposing).  Mr.  Cliairman,  I  do  not  want  to  interrupt 
Mr.  Jones;  but  I  would  feel  that  in  discussing  the  bill  the  provisions 
of  the  bill  ought  to  be  discussed  rather  than  my  discussion  of  it;  but 
of  course  I  have  not  any  objection  to  his  discussing  my  discussion  of 
the  matter.  But  the  question  I  was  discussing,  Mr.  Jones,  was  the 
question  of  appraisement,  namely,  that  if  the  central  bank  would 
make  a  central  appraisement,  that  would  increase  the  expenses  of  the 
administration.  That  was  the  point,  as  to  whether  or  not  the  local 
bank  was  to  have  the  exclusive  right  to  appraise,  or  whether  the  local 
bank  should  appraise  and  then  the  central  bank  should  reappraise, 
and  if  so,  the  question  that  I  was  bringing  out  was  the  question  of 
appraisement  with  respect  to  its  cost. 

Mr.  Jones.  I  am  mentioning  these  unanswered  points,  and  it  is 
rather  complimentary,  Mr.  Chairman,  to  Mr.  Moss  than  otherwise,  to 
ihow  that  he  has  propounded  such  important  questions  that  can  but 
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assist  in  valuable  enlightenment,  if  answer  is  undertaken.     It  was  mfj 
desire  to  make  reply  to  his  objection. 

Mr.  Moss.  I  would  be  glad  to  have  you  answer  it. 

Mr.  Jones.  As  the  hour  has  arrived  for  adjournment,  I  will  answv 
that  later. 

(Thereupon,  at  1  o'clock  p.  m.,  the  subcommittee  took  a  reoM 
until  2.30  o'clock  p.  m.) 

AFTEB  BECESS. 

The  subcommittee  reassembled  at  the  expiration  of  the  recess. 
Mr.  BuLKLEY.  Gentlemen,  we  will  come  to  order  now  and  heir 
Mr.  Jones. 

STATEMEFT  OF  GOKDOV  JOHES— Continued. 

Mr.  Jones.  In  part  9,  page  4,  it  may  be  wrongly  auoted^  but  thm 
is  a  statement  made  that  is  erroneous — ^referring  to  tne  national-buk 
law.  You  may  have  under  consideration  the  Mvisability  of  limitiDK 
the  amount  o!  stock  that  might  be  held  by  any  one  sharehddff. 
From  the  records,  I  read: 

Mr.  OusLEY.  I  notice  that  the  bill  provides  that  no  stockholder  shall  own  morethia 
10  i>er  cent  of  the  shares  of  the  capital  at  any  time,  and  I  would  like  to  inquire  viiyM 
limitation  is  put  in  the  bill. 

Senator  Hollis.  Mr.  Moss  can  answer  that  question. 

Mr.  OusLEY.  Yes;  I  should  like  to  know  why  the  limitation  of  10  per  cent  wujrai 
in  the  bill. 

Mr.  Moss.  That  limitation  is  the  same  as  that  contained  in  the  nfttion^  banking  act 
The  limitations  in  this  bill  on  individual  stock  ownership  and  the  maVitig  of  loans  to 
individuals  are  precisely  the  same  as  in  the  national  banking  act. 

Mr.  OusLEY.  But  this  provides  that  no  stockholder  shall  own  more  than  10  per  cent 
of  the  stock. 

Mr.  Moss.  You  will  find  that  same  provision  in  the  national  banking  act. 

I  think  there  was  a  misunderstanding  between  Mr.  Moss  and  Col. 
Ousley,  but  the  evidence  before  you  now  is  to  the  effect  that  the 
national-bank  act  prohibits  any  stockholder  from  owning  more  than 
10  per  cent  of  the  stock  of  a  national  bank.  There  is  no  such  Hmita- 
tion,  as  doubtless  the  committee  knows,  regarding  stock  ownershm 
of  a  national  bank.  I  myself  own  more  than  10  per  cent  in  severd 
national  banks.  There  are  many  national  banks  largely  owned  in 
their  entirety  by  some  one  individual.  So  that  if  jrou  are  trying  to 
follow  the  national-bank  act  as  relates  to  stock  ownership/permit 
me  to  correct  the  evidence  as  now  shown  in  your  records. 

The  Umit  of  stock  o^Tiership  to  which  Col.  Ousley  referred  hid 
reference  to  proposed  cooperative  banks.  If  any  group  of  nwo 
wanted  to  organize  a  cooperative  bank  theywere*  not  to  issue  mow 
than  10  per  cent  to  any  one  stockholder.  What  Mr.  Moss  probably 
had  in  mind  was  the  10  per  cent  limitation  on  the  amount  thii 
national  banks  can  loan  to  any  one  borrower.  That  of  course  is  loo 
small  for  loans  secured  by  mortgage,  and  even  in  that  the  Fletchw- 
Moss  bill  makes  the  limit  20  per  cent.  The  minority  reconunondi 
25  per  cent  of  surplus  as  the  limit. 

in  part  2  at  page  21,  Mr.  Bulkley  asked  Mr.  John  S.  Hill  a  question 
which  he  did  not  answer.  We  witnesses  sometimes  become  my 
enthused  over  our  cause,  and  we  do  not  always  closely  follow  the 
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line  of  inquiry.  Mr.  Bulkley  was  endeavoring  to  jiscertain  whether 
savings  banks  in  Italv  were  permitted  to  invest  in  long-term  land- 
mortgage  loans,  and  he  asked  the  question  twice,  and  Mr.  Hill  did 
not  answer  it  either  time.  It  is,  according  to  mj  recollection,  that 
the  loans  throughout  most  of  the  European  countries  made  by  savings 
banks  using  savinjgs  deposits  for  the  purpose,  are  subject  to  call;  or, 
at  best,  short  notice  or  call,  and  that  such  loans  are  not  made  for  a 
definite  time. 

Senator  Hollis.  That  is  Uke  the  New  Ei^land  system  of  savings 
banks.     They  are  all  made  on  demand. 

Mr.  Jones.  Possibly,  yes.  Now,  Mr.  Hill  was  arguing  from  the 
viewpoint  of  a  banker  who  has  a  lot  of  savings  deposits  and  wants  to 
convert  his  bank  into  a  land-mortgage  bank  ana  at  the  same  time 
wants  to  keep  his  savings  deposits.  We  were  repeatedly  cautioned  in 
Europe,  about  trying  to  combine  the  two.  One  of  the  reasons  for 
the  growth  of  the  long-term  land-mortgage  system  of  loaning  in 
Europe  was  because  the  savings  banks  were  thus  loaning  subject  to 
CiJl,  which  they  had  to  do  to  operate  safely,  and  the  borrowers  were 
not  satisfied.  There  must  come  a  time  when  they  would  be  called 
upon  to  pay  their  loan  on  account  of  shrinkage  of  deposits,  and  at  a 
time  it  would  not  suit  them  to  pay.  That  brought  about  the  develop- 
ment of  the  land-mortgage  system,  independent  of  the  banks  that 
operated  upcm  deposits. 

Senator  Mollis.  As  a  matter  of  practice  in  New  England  even  in 
1893,  when  the  saving  banks  got  in  such  a  bad  way,  I  do  not  know 
that  they  tried  to  coUect  any  of  these  demand  mortgages.  I  have 
never  known  of  one  to  be  foreclosed. 

Afr.  Platt.  They  were  foreclosed  in  New  York.  I  do  not  pretend 
to  know  as  much  about  the  subject  as  Senator  HoUis  does,  but  when 
you  speak  of  deposits  being  demand  deposits  I  suppose  you  mean — — 

Senator  HoLLis  (interposing).  I  am  not  talking  about  deposits 
myself.     I  say  the  mortgage  loans  or  notes  were  all  made  on  demand. 

ilr.  Platt.  Is  that  so  ? 

Senator  Hollis.  Oh,  yes;  all  the  notes  in  my  section  are  made 
payable  on  demand.    But  they  are  never  called,  so  far  as  I  know. 

Mi.  Platt.  That  is  not  true  in  my  section.  The  mortgages  run 
for  two  or  three  years,  but  they  keep  right  on,  in  fact,  without  even 
any  renewals.  They  just  simply  keep  right  on  paying  the  interest. 
Nobody  ever  renews  them.  I  would  not  say  nobody  does,  but  it  is 
not  the  ordinary  practice. 

S^iator  HoLLis.  That  is  considered  as  giving  the  banks  an  advan- 
tageous position  to  do  as  they  please,  otherwise  they  would  not  have 
it  all  their  way,  and,  of  course,  that  is  what  the  borrower  wants  to 
avoid,  and  I  do  not  blame  him. 

Mr.  Jones.  Now,  to  permit  the  organization  of  land-mortgage 
banks  and  at  the  same  time  allow  them  to  receive  savings  deposits  to 
any  appreciable  extent  and  make  35-year  loans  is  contrary  to  my 
idea  of  conservatism  and  safety.  This  criticism  would  not  attain  in 
case  savings  banks  or  commercial  banks  desired  to  invest  a  portion 
of  tiieir  deposits  in  the  bonds  of  a  federation  of  regular  land-mortgage 
banks  that  in  themselves  do  not  operate  upon  deposits.  I  remember 
particularly  in  one  case,  the  president  of  a  land-mortgage  bank  in 
Europe  answered  this  question  that  I  put  to  him,  ''Do  you  receive 
deposits?"  by  saying  ^'Yes,  but  to  a  very  limited  extent;  we  do 
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not  make  a  specialty  of  it/'  **  Why  do  you  not  make  a  special 
receiving  deposits;  would  it  not  assist  in  meeting  your  over! 
charges  r'  ^*Yes;  but  we  do  not  believe  the  two  systems  sh 
go  together;  it  is  too  dangerous."  While  the  minority  su| 
receiving  savings  deposits  to  the  extent  of  50  per  cent  of  the  cai 
and  surplus,  I  personally  doubt  the  wisdom  of  that  even,  and 
arguments  have  been  along  the  Une  of  total  prohibition. 

Mr.  Platt.  Building  and  loan  associations  get  away  from  t 
They  receive  deposits  and  loan  them  on  long  time. 

Senator  Hollis.  But  they  do  not  contract  to  pay  those  dep< 
until  the  shares  matiu-e.  And  the  shares  mature  at  the  same  time 
the  loans  do,  so  that  they  are  paid  automatically.  That  is 
principle  of  the  building  and  loan  associations  in  my  State. 

Mr.  Platt.  That  is  true,  of  course. 

Mr.  Jones.  If  you  are  a  member  of  a  building  and  loan  assoda 
you  will  bear  me  out  in  this.  Their  savings  deposits  are  subjec 
withdrawal  only  when  there  are  funds  on  hand.  Our  banking  i 
make  the  banks  insolvent  if  the}'^  do  not  pay  when  called  upon  to  d 

Mr.  Platt.  In  the  savings  banks  if  a  man  withdraws  ne  looser 
interest.  In  our  State  you  can  withdraw  only  after  notifying 
bank,  giving  them  60  days  notice,  I  believe,  ^ey  have  that  i 
right. 

Mr.  Jones.  Mr.  Platt  asked  a  question  several  days  ago  du 
these  hearing  that  I  do  not  find  directly  answered,  which  probi 
might  be  of  interest.     It  was  in  regard  to  the  high  rate  of  int< 

S re  vailing  while  we  were  in  Europe.    Mr.  Piatt's  ^  question  wa 
[r.  Moss  and  is  as  follows : 

Mr.  Platt.  The  case  you  spoke  about  in  Austria  was  a  special  case  where  the 
mercial  banks  paid  a  higher  rate  of  interest  and  the  Government  borrowed  at 
than  6  per  cent  interest.  That  was  due  to  the  Balkan  war  and  to  the  shortness  of  m 
in  the  commercial  centers,  and  also  to  the  desire  of  the  Austrian  Government  t 
some  money  from  outside  sources  without  disturbing  local  conditions,  was  it  not 

Mr.  Moss's  reply  failed  to  answer  the  question.  The  facts  are, 
Mr.  Moss  would  doubtless  have  answered  had  he  replied,  that  it 
due  to  the  Balkan  war. 

Mr.  Moss.  I  did  not  answer  the  (juestion,  because  I  did  not 
sider,  from  the  point  I  was  presenting,  that  it  made  any  diflfere 
The  point  I  wanted  to  get  before  the  committee  was  that  local 
ditions  could  make  a  lower  rate  of  interest  than  that  which 
vailed,  but  I  did  not  want  to  go  into  that  question  because  it  did 
seem,  from  the  hno  I  was  making,  that  it  was  of  any  conseque 
It  was  with  no  intention  to  evade  the  question  at  all. 

Mr.  Platt.  It  seems  to  me  that  the  illustration  was  not  altogei 
a  fair  one,  because  it  did  not  show  general  conditions.  It  sno 
an  extraordinary  state  of  affairs. 

Mr.  Moss.  Since  the  question  has  been  brought  up,  I  should 
to  say  that  while  the  interest  rates  were  higher  m  Europe,  and  pi 
ably  due  to  the  war — I  do  not  care  to  dispute  that,  but  wiU  let 
Jones's  answer  stand — it  is  a  fact  that  the  loans  made  through 
local  farm  organizations  were  almost  invariably  lower  than  tho» 
the  commercial  rates.     I  will  make  that  statement. 

Mr.  Jones.  That  was  a  peculiar  condition.  Local  rates  of 
larger  institutions  were  considerably   advanced,   but  this  was 
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ally  done  by  the  smaller  institutions.  We  found  merchants 
'  the  cooperative  system,  that  would  have  no  financial  standiijyg 
y  regular  commercial  bank,  and  were  scarcely  entitled  to  credit 
a  banking  standpoint,  were  borrowing  money  at  from  1  to  IJ 
ent  less  than  the  strongest  merchants  in  the  same  community 
borrowing  from  the  larger  banks, 
[lator  HoLLis.  How  do  you  account  for  that  ? 
'.  Jones.  It  is  because  the  smaller  merchants  who  had  no  access 
e  larger  commercial  banks,  had  combined  among  themselves  in 
jperative  system,  under  the  Schulze-DeUtzsch  plan.  They  do 
less  with  themselves;  they  receive  deposits  and  they  only  make 
ate  of  interest  to  themselves  just  enough  more  than  which  they 
on  deposits  to  cover  operating  expenses.  They  are  not  profit- 
ing institutions. 

•.  rLATT.  Well,  if  the  increase  in  the  general  rate  of  interest  out- 
should  be  permanent  instead  of  merely  temporary  they  would 
ably  have  to  change  their  method  somehow,  would  they  not? 
Id  they  not  have  to  respond  somehow  ? 

'.  Jones.  I  should  think  it  would  so  result,  because  they  would 
have  to  raise  the  rate  paid  for  deposits  to  hold  them  and  that 
d  automatically  raise  the  loaning  rate. 

•.  Platt.  Of  course  as  a  temporary  thing  they  could  go  right  on 
eir  own  way. 

•.  Jones.  Yes.  *  They  did .  not  need  to  raise  the  rate  to  meet 
orary  conditions:  but  large  commercial  banks  had  to  protect 
reserves,  while  tne  cooperative  banks  keep  Uttle  or  no  reserves. 
Government  had  to  protect  its  gold  reserve,  and  therefore  raised 
lovemment  bank  rate  of  discount.  You  will  find  that  same  sort 
ethods  adopted  in  our  country  after  we  get  the  Federal  reserve 
:8  operating.  I  believe  under  trying  conditions  the  country  banks 
be  loaning  at  cheaper  rates  of  interest  than  the  Federal  reserve 
s — that  is,  during  unusual  times  when  those  banks  are  endeavor- 
o  protect  theii:  gold  reserves. 

r.  riATT.  That  nas  happened  a  great  many  times  already.  For 
•nee,  during  the  panic  of  1897,  wnen  gold  in  New  York  was  up  2 
per  cent,  I  had  a  loan  running  right  along  at  5  per  cent,  and 
dy  asked  me  for  any  more  collateral. 
p.  Jones.  Those  are  purely  local  conditions. 
•.  Plait.  They  were  local  conditions,  and  I  said  conditions  did 
ast  long  enough  to  make  it  necessary  to  make  any  changes. 
•.  Jones.  Mr.  Seldomridge  asked  Mr.  von  Engelken  a  question 
•ding  the  advisability  of  permitting  the  land-mortgage  banks  to 
short-term  loaning  busmess  as  well  as  loaning  on  long  time, 
hort-term  loaning  is  meant  personal  loans  for  temporary  needs. 
ieve  the  commissioners  were  all  united,  so  far  as  1  have  ascer- 
d,  the  United  States  commissioners  and  the  American  commis- 
JTs,  both  the  majority  and  the  minority,  in  their  opposition  to 
stablisbmeut  of  any  form  of  financial  institution  in  this  country 
combined  both  the  short-term  personal  credit  and  long-term 
^age  loan  features.  I  think  Senator  Fletcher  at  one  time  advo- 
a  tms  and  introduced  a  bill  covering  both  plans,  but  subsequently 
idrew  it. 

T,  Woods.  Mr.  Jones,  do  not  the  national  banks  under  this  new 
3ml  reserve  act  have  both  privileges  ? 
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Mr.  Jones.  Dr.  Coulter  defined  short  term  as  being  under  fira 
years,  I  notice,  in  one  of  his  remarks. 

Mr.  Woods.  But  that  does  not  necessarily  follow  that  it  is  short 
term — five  years. 

Mr.  Jones.  No.  I  take  issue  as  to  that  being  a  short-term  loan. 
Yet  for  the  purpose  of  defining  mortgage  loans  he  refers  to  a  fiv^ 

irear  loan  as  a  short-term  loan,  and  to  a  35-year  loan  as  a  lon^tem 
oan.  Answering  your  question  direct,  yes;  there  is  a  provision  in 
the  Federal  reserve  act  permitting  a  limited  amount,  proportionate 
to  a  national  bank's  capital,  or  its  time  deposits,  to  be  invested  ia 
farm  loans,  not  exceeding  five  years'  duration.  There  is  a  very  seriov 
jiuestion  in  my  mind  as  to  the  wisdom  of  that  provision.  That  wn 
inserted,  as  I  have  heard  said,  because  it  was  thought  necessaiy  to 
assist  the  farmer.  Undoubtedly  had  we  had  a  land-mortgage  bank- 
ing system  it  would  not  have  been  done. 

Senator  Hollis.  Of  course  the  trust  companies  do  that  indiscrim- 
inately, and  our  savings  banks  do  it  indiscnminatelv. 

Mr.  Jones.  When  I  speak  of  short  term  I  mean  loans  of,  say,  six 
months  and  under. 

Senator  Hollis.  You  understand,  of  course,  the  ordinary  toirt 
company  will  make  a  loan  from  10  days  to  10  years,  as  it  enooses; 
that  is,  there  are  no  restrictions,  except  the  gjood  sense  of  the  bankefs. 

Mr.  Jones.  Yes,  sir.  The  fact  of  tne  inability  of  commercial  banb 
to  take  those  kind  of  loans  has  been  the  real  reason  of  the  growth  of 
the  trust  companies. 

Senator  Hollis.  Yes. 

Mr.  Jones.  I  really  regret  to  see  any  legislation  permitting  the 
national  banks  or  commercial  banks  to  invade  that  field.  I  think 
it  would  bo  advisable  to  keep  them  strictly  in  the  commercial  field. 
Deposits  in  commercial  banks  fluctuate  violently.  If  they  have 
long-time  loans,  what  are  they  going  to  do  ?  They  must  have  early 
maturing  paper  that  automatically  takes  care  of  the  shrinkage  ii^ithoiit 
forcing  their  borrowers. 

A  very  vital  point  was  brought  out  by  Senator  Hollis  that  I  would 
Uke  to  dwell  upon  a  moment.  In  part  8,  page  34,  a  signer  of  the 
minority  report,  Mr.  von  Engelken,  a  farmer,  made  this  statement: 

I  have  not  the  faith  in  the  farmer,  as  a  banker,  that  is  evidenced  by  the  gentlesM 
who  wrote  this  majority  report. 

Senator  Hollis  asks: 

I  can  not  see  where  it  is  necessary  to  have  it  a  bank  and  keep  open  daring  banki^ 
hours — 

Referring  to  the  land-mortgage  banks — 

Take  $150,000  out  in  loans*  there  would  be  150  averaging  11,000,  or  75  avoigi^ 
12,000,  spreading  over  a  period  of  35  or  40  years;  there  would  only  be  about  one  mottp^ 
lasting  40  years;  there  would  only  be  about  one  mortgage  hanoled  in  a  month.  I  cu 
not  see  the  need  for  having  a  regular  banking  room  open  during  regular  banking  hoiA 

Gentlemen,  that  is  getting  right  at  the  crux  of  the  nainority  report. 
We  ask  for  the  aiBUiation  of  land-mortgage  banks  with  our  preMit 
existing  country  banks  in  order  to  save  that  overhead  chaise  and 
in  consequence  be  able  to  make  the  cheapest  possible  rate,  fi  they 
receive  deposits,  even  with  the  50  per  cent  of  tne  capital  and  surplus 
limit,  our  State  laws  would  require  that  they  shall  be  ready  dunii£ 
any  banking  hour  to  pay  those  deposits  when  called  upon.    Thai 
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jquire  keeping  open  during  banking  hours  every  day  in  the 
holidays  and  Sundays  excepted,  to  be  ready  to  meet  the  de- 
5  of  checking  depositors,  whereas  in  strictly  a  land-mortgage 
as  Senator  Hollis,  I  beUeve,  further  mentions,  it  might  oe 
cted  in  the  back  room  of  a  grocery  store,  where  some  one  man 
receive  applications  for  loans  and  accept  payments  on  existing 

Platt.  How  could  the  State  laws  compel  a  national  institu- 

0  keep  open  and  cash  checks  at  any  tmie  that  is  organized 
national  law  ? 

Jones.  If  not,  the  national  law  would  reauire  the  same  thing, 
provision  is  made  whereby  the  bank  need  not  pay  the  d epos- 
hen  called  upon  to  do  so  during  banking  hours  or  need  have 
►ors  open  at  its  convenience. 

Platt.  I  think  that  could  be  arranged;  yes.  Perhaps  some- 
would  have  to  )be  done  to  show  that  ne  distinctly  understands 
le  could  not  get  his  money  at  any  time;  that  the  bank  is  not 
it  all  times.  But  that  is  true  in  the  banks  now;  they  are  not 
i  until  10  o'clock  in  the  morning  and  close  at  3  o'clcok  in  the 
oon. 

Jones.  They  are  open  everv  day  during  banking  hours. 
Platt.  Banking  hours  might  be  1  hour  a  week  ]ust  as  well  as 
irs  a  day. 

Jones.  I  am  not  clear  as  to  whether  the  law  requires  specific 
Iff  hours.     But  usaffe  does. 

Platt.  There  is  a  bank  in  New  York,  called  a  day-and-night 
which  is  open  all  the  time. 
Seldombidoe.  It  never  closes? 
Platt.  No,  sir. 

Jones.  I  think  it  is  well  to  consider,  if  you  are  going  to  let  the 
receive  any  kind  or  amount  of  deposits,  as  to  vmat  noiu's  they 
.  keep  open. 
Platt.  That  is  true. 
Jones.  Reading  further  from  the  minority  report,  a  paragraph 

1  would  like  to  comment  upon  briefly: 

lear  that  no  small  local  unit  institution  could  have  suflScient  financial  strength 
I  itB  securities  in  the  market  so  as  to  command  the  best  rates  of  interest,  if, 
it  could  find  any  market  at  all  for  its  securities.  It  is,  therefore,  proposed  to 
»  a  considerable  number  of  such  locals  in  a  given  State  by  organizing  a  central 
some  commercial  center  of  their  State.  This  is  to  be  done  somewhat  similar 
)lan  of  federating  the  short-term  credit  societies  throughout  Europe,  in  that 
cals  are  to  own  and  control  the  central,  and  not  the  central  to  own  and  control 
Is.  In  the  latter  case  the  control  and  management  would  be  taken  out  of  the 
I  the  farming  communities  and  put  into  the  hands  of  the  city  financiers;  whereas 
Ian  proposed  tlie  rural  communities  would  retain  control,  so  as  to  insure  against 
itionjat  the;hands  of  outride  interest. 

Breitunff,  in  his  testimony,  dwells  upon  the  necessity  of  organ- 

;ufficienfly  strong  so  as  to  reach  the  market.     Here  are  his 

•quoted  from  the  record^: 

nly  thing  I  would  like  to  say  is  that  you  have  them — 

d-mortgage  banks — 

ough,  solwhen  we  go  over  there — 

ning  to'^Europe  to  place  bonds — 

1  thinkit  is  worth  while  and  will  consider  it.    We  want  to  get  real  conddera- 
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That  is  carrying  out  the  same  thought.  No  consideration  will  be 
paid  to  bonds  offered  by  such  small  units  as  proposed.  Therefore  I 
am  confident  in  niy  mind  that  the  law  would  be  a  dead  letter,  so  far  « 
rendering  any  reUef  to  our  agricultural  interests  if  these  little  baob 
should  be  permitted  to  organize  without  federating.  There  is 
prohibition  for  a  large  bank  of  a  million  dollars  capital  being  organ- 
ized in  §ome  center.  That  will  be  the  result  under  the  Fletch  r-Moa 
bill.  They  will  organize  large  banks  which  will  reach  out  with  thdr 
tentacles  into  the  rural  districts,  as  I  before  mentioned.  To  paa 
upon  each  loan  as  offered  from  a  distance  would  involve  tremenaou 
expense.  This  leads  me  up  to  Mr.  Moss's  question  just  before  noon 
adjournment.  That  is  one  of  the  difficulties  we  are  up  against  now, 
and  why  the  farmer  does  not  get  a  cheaper  rate.  He  sends  in  an 
application  for  a  loan  of  $1  000.  The  lender  must  send  his  own 
inspector  out  into  the  field;  he  has  got  to  pay  railroad  fare,  hotel 
fare,  hvery  hire,  and  spend  from  one  to  several  days'  time.  I  am 
assuming  there  would  be  no  small  banks  under  the  Fletcher-Moss  bill 
and  I  feel  confident  in  that  assumption. 

The  minority  thoroughly  considered  how  to  reach  the  appraisement 
in  the  safest  and  cheapest  way.  Even  if  the  double  checking  were  to 
make  an  additional  cost,  this  precaution  would  sell  the  bond  at  a 
lower  rate  and  redound  to  the  benefit  of  the  borrowers.  We  have 
taken  the  small  unit  banks,  allowing  them  to  make  the  loans  originally 
upon  the  appraisement  as  provided  in  the  bill,  by  local  men  who 
know  the  conditions  and  are  famiUar  with  the  local  environments 
and  can  pass  upon  the  desirabihty  of  the  man  as  a  borrower.  If  this 
land-mortgage  Dank  is  affiliated  with  the  local  countv  bank,  they  have 
his  record  pretty  thoroughly  already.  Undoubtedly  in  many,  many 
instances,  nowever,  the  appraisement  made  in  this  way  will  be 
biased.  We  have  provided  a  method  of  rechecking  the  appraise- 
ments which  we  tliink  absolutely  necessary.  This  can  be  done  when 
a  number  of  loans  are  completed  and  ready  to  be  used  as  a  basis  of 
bond  issue,  thus  reducing  the  cost  incident  to  appraisement.  To 
quote  from  the  minority  report: 

The  central  should  have  its  own  inspector  and  appraiser  to  check  the  examinatMii 
and  appraisement  made  by  the  different  locals  of  tne  securities  sent  in  by  thenif  m 
well  as  audit  the  locals  from  time  to  time.  If  upon  his  visit  and  report  any  loan  tint 
had  been  sent  in  by  a  local  should  be  found  not  up  to  standard  or  had  been  misepie- 
sented,  that  local  to  be  required  to  either  take  up  the  loan,  reduce  the  amount  fofth- 
with,  or  put  up  some  additional  collateral  for  the  purpose  of  maii^ing  the  loan  to  tin 
reauired  amount,  which  additional  collateral  would  be  depositea  with  the  securitifli 
benind  that  series  of  bonds  until  the  loan  itself  shall  have  been  reduced  to  pnjNr 
proportions  by  the  borrower.  The  local  having  an  established  countiv  bank  behmd 
it  will  be  amply  able  to  make  the  necessary  arrangements  to  do  either  of  these  required 
things. 

Naturally  every  farmer  wants  his  land  to  be  worth  as  much  as  poa- 
sible.  He  knows  that  if  John  Smithes  land,  across  the  road,  is 
appraised  at  $100  per  acre  it  is  going  to  more  nearly  maintain  his  idet 
of  nis  value  at  $100.  I  liave  had  some  very  intimate  experience  along 
that  line,  being  interested,  as  I  mentioned  this  morning,  in  other 
certain  sections  of  our  State.  For  several  years  I  took  issue  with  a 
local  board  of  directors  regarding  the  land  valuations  used  as  a  bafli 
of  extending  credit.  In  my  recurrent  visits  I  tried  to  impress  upoft 
them  that  they  were  oversanguine  regarding  their  values  and  held 
too  exalted  an  opinion  of  their  lands.     FinaDy  I  said:  ''Gentlemen, 
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ink  I  had  better  stop  coming  here,  or  vou  will  think  I  am  a 
cker  on  your  section  or  a  pessimist,  but  1  can  not  see  that  you 
e  any  permanency  in  these  values.''  This  was  possibly  five  years 
.  Fortunately  during  the  time  of  plenty  that  oank  accumulated 
Landsome  surplus  ana  undivided  profits  account.  Listen  to  the 
ry  down  to  date:  Out  of  a  $50,000  accumulated  surplus  it  has 
cen  $25,000  to  charge  down  on  loans  made  upon  those  supposed 
tneSy  based  strictly  on  local  ideas  and  honest  best  judgment. 
Senator  Hollis.  And  what  percentage  ?  What  percentage  was 
ined  on  that  valuation  ? 

Mr.  Jones.  The  loans  were  about  $250,000,  so  the  percentage  of 
nwas  about  10  per  cent. 
Senator  Holus.  What  percentage  of  the  valuation  was  loaned  on 

rlcular  piece  of  land  ? 
Seldomridoe.  Fifty,  forty,  or  sixty  per  cent  ? 
Mr.  Jones.  These  were  not  loans  directly  on  the  lands;  these  were 
m  based  on  local  valuation  of  a  farmer's  property.  In  many  cases 
^posed  equities  did  not  exist. 
Senator  Holus.  I  see;  based  on  his  property. 
fr.  Jones.  Yes.  I  reluctantly  mention  this  i)ei*sonal  experience, 
»  believe  it  valuable  to  prove  our  contention  as  to  the  necessity  of 
outside  and  independent  appraisement.  Mr.  Van  Enyleken  brmgs 
1  a  similar  story  as  to  wipmg  out  equities  in  Florida.  These  con- 
ions  can  be  shown,  repeated  over  and  over  again,  in  other  States. 
one  time  I  was  interested  in  a  bank,  gentlemen,  where  there  were 
ee  straight  years'  crop  failures.  I  had  to  pei-sonally  put  up  money 
I  pay  on  the  deposits  and  took  over  the  assets  myseli  of  that  bant, 
I  realized  the  condition  of  the  borrowei-s,  and  because  of  my 
Qtity  with  it  I  felt  a  moral  obligation  to  protect  its  depositore. 
w,  there  was  a  local  condition  that  very  nearly  bankruj)ted  that 
ire  community.  Had  they  a  land-mortgage  bank  there  mdepend- 
ly^  floating  bonds,  you  can  see  what  would  have  been  the  result, 
t  if  it  belonged  to  a  federation  it  could  have  been  safely  canied 
ou^h  by  the  combined  strength,  or  were  it  to  go  into  the  hands  of 
Bceiver  the  bondholders  womd  be  none  the  wiser,  as  its  securities 
old  be  protected  by  the  federation.  But  where  would  such  a  unit 
ik  be  under  the  Fletcher-Moss  bill  ?  This  same  thought  is  earned 
i  in  our  laws  that  prohibit  fire  insurance  companies  from  putting 
>  many  risks  in  one  place,  and  prohibit  life  insurance,  fidelity,  or 
lualty  companies  from  taking  too  large  single  risks.  That  is  the 
ne  underlying  principle. 

Ihe  minority  would  even  restrict  the  amount  of  mortgage  loans 
hind  any  series  of  bonds  from  any  one  given  locality,  besides  limit- 
5  the  amount  to  be  loaned  any  one  borrower.  I  will  here  quote 
)m  our  minority  report  on  this  point: 

rhe  central  alone  should  have  power  to  ipsiie  bondn  or  debentures,  these  to  be 
Tired  by  the  collective  morteage  loans  made  on  the  amortization  principle  on  pro- 
tive  ton  property  received  through  and  having  the  indorsomente  of  tJie  different 
da.  When  the  central  receives  loans  aggregating  a  given  amount,  say,  one-half 
tB  own  capital  stock,  it  would  be  empowered  to  issue  a  "series  "  of  bonds  or  deben- 
8  against  such  mortgage  loans.  The  loans  from  any  such  local  securing  an^  one 
B0  of  bonds  issued  bv  the  central  should  not  exceed  a  reasonable  proportion  of 
whole.  Thus,  by  this  plan  will  be  built  up  an  aggregate  of  diversiiied,  well- 
ved,  and  indovsea  mor^^ige  securities,  not  dependent  upon  the  conditions  of  any 
le  'locality,  asainst  which  the  bonds  would  be  issued  and  which  should  find  a 
y  market  ana  command  the  cheapest  possible  rate  of  interest. 
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It  might  be  desirable  not  to  have  over  10  per  cent  of  the  total  kav 
behind  any  bond  issue  from  any  one  county. 

Senator  Hollis.  Mr.  Jones,  there  are  only  10  counties  in  my  State. 

Mr.  Jones.  Well,  you  can  organize  in  10  counties. 

Senator  Hollis.  I  think  we  would  come  a  little  nearer  the  ideal  bf 
having  a  percentage  of  the  number  of  counties  in  a  State.-  In  Dei- 
aware  there  are  oruy  three  counties,  by  the  way. 

Mr.  Jones.  It  might  be  found  necessary  to  extend  the  line  beyood 
the  States  where  there  are  such  conditions  as  that. 

Senator  Hollis.  You  might  intersperse  a  few  Colorado  countui 
in  Delaware.     They  would  be  adequate. 

Mr.  Woods.  Mr.  Jones,  I  understand  your  plan  is  that  the  central 
organization  should  issue  the  bonds  ? 

Mr.  Jones.  Yes;  alone. 

Mr.  Woods.  What  would  be  the  privileges  and  duties  of  theM 
local  organizations  ? 

Mr.  Jones.  The  local  organization,  it  is  proposed,  shall  put  into 
the  federated  central  just  as  the  national  baiiks  have  to  put  mto  the 
Federal  reserve  banks,  a  portion  of  their  respective  capitals  and 
surpluses.  Our  proposal  is  that  it  shall  be  25  per  cent.  This  wonld 
leave  75  per  cent  oi  the  combined  capital  ana  surplus  of  each  unit 
bank  unemployed  and  with  which  to  make  loans.  They  would  maka 
mortgage  loans  on  the  amortization  plan,  closing  them  at  once  or  as 
soon  as  "title  is  examined  and  inspection  made,  and  would  not  have 
to  wait  for  a  big  bank  in  the  city  to  send  out  to  appraise  the  land. 
When  they  accumulate  a  number  of  finished  loans  (Uiey  could  hold 
them  as  long  as  desired  for  the  benefit  of  the  accruing  interest)  thcjr 
are  to  guarantee  them  and  forward  them  to  the  central,  against 
which  the  central  alone  has  the  privilege  of  issuing  bonds. 

Mr.  Woods.  What  is  the  objection  to  permitting  the  present  State 
bank  to  send  25  or  30  per  cent  of  their  capital  and  surplus  through 
the  Federal  reserve  bauK  ? 

Mr.  Jones.  We  thrashed  that  over  for  a  solid  day. 

Mr.  Woods.  What  was  the  objection? 

Mr.  Jones.  You  can  not  expect  State  banks,  when  the  State  laws 

Erohibit  such  investments  by  them.  You  might  permit  the  nationil 
anks  to  do  it. 

Mr.  Woods.  Of  course,  they  would  be  nationalized  if  they  did  that 

Mr.  Jones.  We  are  up  against  the  same  thing  now  in  adinittiog 
State  banks  as  members  of  the  Federal  reserve  banks.  I  do  not  think 
many  State  laws  wiU  permit  them  to  invest  in  the  capit-al  stock  of 
another  corporation.  We  might,  when  we  get  through  with  this, 
take  that  up,  if  you  would  Kke  to,  and  I  will  give  jou  the  argument 
among  ourselves.  We  had  that  under  consideration  very  seriously 
as  an  alternative  proposition,  and  thought  of  incorporating  it  in  our 
report  at  one  time  as  an  alternative  proposition. 

Mr.  Woods.  I  thought  maybe  you  had  some  specific  objection  to 
it,  and  I  would  like  to  hear  it. 

Mr.  Jones.  Yes;  I  have.     I  behevo  the  proposed  plan  better. 

Mr.  Platt.  There  is  one  question  I  would  like  to  ask  you  as  » 
banker.  Wliy  is  it  that  the  Scotch  banking  system  can  not  be  dooo 
here  in  locahties  ?  Apparently  the  Scotch  oanking  system  has  dono 
away  with  any  demand  for  the  rural  credit  plan  in  the  sense  of  i 
demand.     I  understand  a  man  takes  a  mortgage  to  the  ba^,  and 
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lank  gives  the  man  credit  up  to  the  limit  of  his  mortgage,  then 
>rrow8  on  that  when  he  pleases  and  does  not  begin  to  pay  interest 
L  he  has  borrowed  something,  but  then  he  pays  interest  on  what 
Las  borrowed,  and  when  he  makes  deposits  they  automatically 

off  his  loan,  so  that  his  debt  is  constantly  fluctuating  about, 
iems  to  me  that  has  some  advantages  over  any  system  wiich  has 
r  been  proposed  here.  Why  has  it  not  been  done  or  tried  here  'i 
b.  Jones,  i  ou  put  the  real  estate  security,  then,  in  a  bank.  I 
aot  believe  the  present  banks  are  large  enough  to  meet  this  addi- 
ud  demand  even  if  desired. 

fr.  Platt.  There  is  nothing  to  prevent  State  banks  from  doing 
t,  is  there,  now  ?  In  fact,  I  nave  been  told  that  some  State  banfe 
that;  that  they  give  a  man  a  line  of  credit  on  a  mortgage,  but  I 
not  know  how  they  carry  out  the  Scotch  plan,  but  I  do  not  sup- 
d  deposits  automatically  pay  off  the  debt, 
[r.  Jones.  I  do  not  think  there  is  any  prohibition, 
tr.  Pjlatt.  What  disadvantages  are  there,  if  any,  that  prevent  it 
a  being  adopted? 

[r.  Jones.  I  have  not  had  occasion  to  look  into  that. 
[r.  Platt.  It  would  require  some  extra  bookkeeping,  I  should 
ik,  perhaps,  but  that  does  not  seem  to  me  to  present  any  serious 
^tion. 

Lr.  Jones.  Do  you  mean  to  permit  the  borrower  just  to  draw  on 
account  in  excess  of  what  he  may  have  on  deposit,  and  leave  the 
-tgage  as  securi^  ? 

If.  Platt.  As  1  understand  it  he  leaves  the  mortgage.  The 
rower  has  property  appraised  at  $2,000,  and  ho  puts  a  mortgage 
he  bank  for  $2,000,  ana  he  may  not  draw  more  than  $400  or  $500, 

he  draws  a  check,  and  that  cneck  goes  into  the  bank  and  imme- 
;ely  becomes  a  note,  and  he  owes  so  much  money,  for  which  this 
"tgage  is  security,  and  when  he  makes  a  deposit  that  automatically 
8  off  some  of  it. 

Lr.  Jones.  I  noticed  that  was  mentioned  in  some  previous  hearing. 
d  not  notice  any  conclusion  had  been  reached. 
Ir.  Platt.  It  is  a  strange  thing  in  a  big  country  like  tliis,  where 
it  everything  has  been  tried,  that  that  scheme  has  not  been  tried 
9,  and  if  it  has  not  been  tried  here,  why  it  has  not  'i  That  is  what 
)  not  understand. 

Ir.  Jones.  I  do  not  tliink  the  banks  would  very  strongly  favor 
t.    You  want  me  to  answer  from  a  bankor^s  standpoint,  do  you 

4r.  Platt.  Yes;  I  want  to  know  at  what  disadvantage  you  would 
Would  it  be  simplv  increasing  the  bookkeeping  charges,  or  what 
advantage  would  it  be  from  a  banker's  standpoint? 
Sir.  Jones.  The  way  I  look  upon  that,  it  would  bo  merely  por- 
tting  our  customers  to  overdraw  their  accounts,  leaving  collateral, 
womd  be  an  overdraft  secured. 
Mr.  Platt.  That  is  practically  what  it  would  be. 
Mr.  Jones.  The  banks  do  not  like  overdrafts,  and  the  Comptroller 
the  Currency  is  constantly  criticizing  the  banks  that  permit  over- 
■rfts,  even  though  they  are  secured. 

Mr.  Platt.  That  is  a  legal  objection,  and  not  a  banker's  ob- 
lation.. 
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Mr.  Jones.  Some  State  legislatures,  I  think,  particularly  hin 
enacted  laws  making  the  ca3iier  personally  liable  in  paying  ov 
drafts.  That  is,  where  the  customer  has  not  money  on  deposit,  a 
he  pays  a  check  when  such  customer  has  not  sufficient  funds  on  ( 
posit  with  wliich  to  meet  the  check,  he  is  personally  liable,  he  and  1 
Dondsman. 

Mr.  Platt.  1  know  in  my  own  State  it  works  the  same  way  to  ( 
certain  extent.     If  I  take  a  bond  to  the  bank,  worth  a  little  over  [ 
a  $1,000  bond  worth  $1,200,  and  borrow  $1,000  on  it,  wheneTcr] 
want  to  pay  I  can  pay.     It  is  to  my  advantage  as  a  borrower,  and' 
can  pay  whatever  1  want  to,  and  1  can  increase  my  loan,  not 
so  easily  and  automatically  as  the  Scotch  system,  but  it  is 
tically  the  same  thing.     It  is  not  considered  an  overdraft. 

Mr.  Woods.  I  believe  they  keep  a  diflFerent  set  of  books  in  Scol 
and  in  England,  and  it  is  called  a  book  credit.     It  is  kept 
from  the  regular  banking  business. 

Mr.  Jones.  I  can  only  give  you  my  opinion  from  a  banker's  stand-^ 
point. 

Mr.  Platt.  That  is  what  I  want  to  get  at.  We  can  see  the  lot 
conditions  and  machinery  of  the  thing,  and  whether  it  would  conmet 
with  our  laws,  perhaps. 

Mr.  Jones.  You  are  speaking  of  changing  the  customs  of  comnNh 
cial  banking.  Commercial  banks  have  Duflt  up  their  lines  of  credH 
based  upon  deposits.  A  man  does  business  with  the  bank,  carrying 
a  satisfactory  balance,  and  that  bank  will  loan  him  in  proportion  te 
his  balance  what  it  is  worth  to  it.  You  propose  that  a  borrower  shd- 
be  a  borrower  only  and  keep  no  deposit. 

Mr.  Platt.  I  am  not  fuUy  familiar  with  the  Scotch  system  enou^ 
to  know  what  that  is. 

Mr.  Jones.  I  have  answered  from  a  banker's  standpoint.  He 
wants  deposits  to  do  business  on. 

Mr.  Platt.  Somebody,  of  course,  must  at  the  same  time  maki  1 
deposits,  otherwise  the  bank  would  not  have  the  money  to  loan.         ] 

Mr.  Jones.  Yes,  sir.  A  large  number  never  borrow  at  aJl.  That  j 
furnishes  the  balance  we  need  for  the  man  who  needs  to  borrow.  The  j 
bank  is  a  vehicle  between  the  depositor  and  the  borrower.  Let  me  ' 
bring  in  here  the  exact  language  of  the  minority  report: 

The  central  should  have  sufficient  capital  to  give  it  strength  and  standing  in  tbe 
money  markete,  subscribed  and  paid  for  by  the  different  locale  in  proportion  to  their 
respective  capitals.  This  follows  the  precedent  established  in  our  own  country,  al« 
in  the  new  Federal  reserve  act  (currency  bill)  just  passed,  which  act  requires  our  exist- 
ing national  banks  to  provide  tlie  capital  of  the  Federal  regional  banks — ^pay  for  same 
out  of  their  owti  capital. 

While  the  system  created  by  the  enactment  of  the  currency  law  wiU  undoubtedly 
make  it  easier  for  the  farmers,  who  could  safely  be  loaned  under  any  system,  toobuin 
short-time  credit,  it  will  place  him  at  a  still  greater  disadvantage  for  Uie  long-term 
mortgage  loans,  for  the  verv  clear  reason  that  or.r  existing  banks  will  underlie  to 
restrict  their  loans  to  the  class  that  is  eligible  for  rediscount  under  the  new  syBtm, 
and  real  estate  mortgage  loans  are  not  eligible. 

Therefore  the  greater  reason  why  our  existing  cwmtry  banks  will  feel  the  need  of 
cooperating  for  tliis  purpose. 

There  has  been  a  great  deal  of  argument,  that  because  of  the  Fed- 
eral reserve  banks  being  (established,  lending  strength  to  the  different 
national  banks  of  the  country,  that  the  national  banks — all  commer- 
cial banks — can  be  more  hberal  and  loan  more  money  to  the  farmer. 
That  will  be  true  of  the  kind  of  loans  that  the  Federal  reserve  banks 
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11  accept  from  the  member  banks.  You  will  ab-eady  find  that 
inkers  are  beginning  to  hed^e  about,  instead  of  taking  advantage 
tJWs  new  provision  permittmg  them  to  loan  on  farm  lands;  that 
w  of  them  are  even  considering  it.  They  find  now  that  they 
bve -assets  they  can  not  use  with  the  new  system.  They  are  trv- 
ff  to  eliminate  the  kind  of  assets  that  the  Federal  reserve  banks 
11  not  accept.  You  can  see  it  is  reasonable.  They  will  loan  to 
e  farmer  for  making  his  crop  if  he  has  a  good  maturing  crop  with 
tdch  to  repay,  or  they  will  loan  to  the  farmer  for  the  purchase  of 
re  stock  or  other  active  purposes,  such  as  will  be  accepted  by  the 
)derfd  reserve  banks,  but  I  ao  not  beheve  that  the  farmer  is  going 
find  much  relief  for  his  real-estate  mortgage  needs  under  this  new 
-stem  through  the  commercial  bank.  But  I  do  beheve  he  could 
id  reUef  through  properly  organized  land-mortgaged  banks. 
A  banker  always  wants  several  strings  to  his  oow.  He  will  want 
ans  that  are  qmckly  convertible  through  the  Federal  reserve  bank; 
)  tJie  same  time  he  would  like  some  safe  investments  for  secondary 
serve  purposes,  such  as  sound  bonds  and  other  marketable  secun- 
88.  Thus  he  would  have  two  string  to  his  bow,  two  chances  to 
jalize  upon  in  case  of  necessity.  Build  up  a  system  that  will  pro- 
ide  a  recognized  land-mortgage  bond  with  a  ready  market  and  you 
iU  find  they  will  soon  be  looked  upon  with  favor  by  the  conamercial 
anks  for  secondary  reserve  purposes.  I  beUeve  tms  can  be  accom- 
lished  through  a  federation,  as  proposed. 

Senator  HoLLis.  You  have  not  yet  indicated  how  big  you  will 
Kve  these  federated  districts.  I  am  afraid  you  are  going  to  overlook 
lat. 

Mr.  Jones.  I  thought  I  mentioned  this  morning  that  it  niight  be 
demed  advisable  to  have  them  coterminous  with  State  lines.  I 
aUeve  you  had  not  come  in.  Senator  HolUs.  That  is  suggested 
ecause  the  State  laws  are  imiform.  In  the  case  of  a  small  State  it 
light  be  advisable  to  combine  several  States  in  order  to  get  the 
dvantage  of  an  organization  of  that  kind. 

Swiator  HoLLis.  You  would  not  want  to  have  them  coterminous 
ith  the  Federal  reserve  districts  ? 
Mi.  Jones.  I  see  no  reason  for  doing  it. 

Mr.  Platt.  If  you  combined  severS  States,  then  you  would  run 

)  against  the  different  State  laws,  which  would  affect  the  value  of 

e  l^nds  somewhat. 

Mr.  SeijX)MRIDOE.  Is   not   there    a   certain    characteristic  in  tlu» 

luaUty  of  soil  or  character  of  land  that  apphes  to  each  State  i    People 

jet  their  idea  of  land  located  in  a  certam  State  from  the  production 

rf  that  State. 

Senator  Mollis.  Moreover,  in  a  small  district,  whether  it  is  State 
>r  otherwise,  you  are  more  hkely  to  have  a  crop  failure  all  over  than 
Fou  are  in  a  larger  district.  Ot  course,  it  is  an  open  secret  that  the 
Federal  reserve  districts  were  fixed  as  to  number  as  a  compromise 
^tween  people  who  thought  there  ou^ht  to  be  a  great  many  and 
-hose  who  favored  one  central  bank.  It  was  a  sort  of  compromise, 
^d  there  is  no  reason  why  we  should  be  governed  by  that  except 
4ere  will  be  some  very  fine  advantages  in  every  district  that  we 
^uld  avail  ourselves  of,  and  some  officials  that  are  already  being 
^d  salaries  that  we  could  hook  onto. 
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Mr.  Jones.  I  have  thought  of  that  in  this  way.  Senator  Hoi 
the  machinery  to  be  estabfished  imder  the  Federal  reserve  act  < 
be  made  available,  we  might  have  the  service  of  their  combined  In 
in  assisting  in  passing  upon  the  securities  ultimately,  but  the  sal 
of  the  directors  and  officials  of  the  Federal  regional  banks  are  t 
borne  by  the  member  banks;  so,  should  you  undertake  to  doi 
in  there  another  organization,  you  will  have  to  arrange  some  wi 
which  it  can  bear  its  part  of  the  expense. 

Senator  Hollis.  It  could  be  left  to  the  Federal  Reserve  Board, 
let  them  put  a  fair  per  cent  on  these  other  banks.  In  that  way 
get  more  work  at  the  same  salary  and  spread  the  assessment  Cf\ 
wider  field.  I  am  wondering,  Mr.  Jones,  if  the  national  banks  1 
not  rather  an  instinctive  aversion  to  hooking  this  onto  the  syi 
I  am  wondering  if  you  do  not  feel  that. 

Mr.  Jones.  I  feel  that  it  is  so  separate  and  independent  a  pli 
extending  credit  that  it  is  going  to  be  very  difficult  to  get  tiie  f 
man  to  handle  one  that  would  1^  qualified  to  handle  the  oUier. 
man  gets  his  education  along  the  line  of  commercial  loaninf 
liquid  commodities  as  a  basis  of  loaning,  it  might  be  difficult  fw 
to  get  into  another  rut  at  the  same  time. 

Mr.  Platt.  Section  43  of  the  Fletcher-Moss  bill  provides: 

That  no  national  f  ann-land  bank  shall  be  authorized  to  operate  blanches,  b«l 
said  institution  mav,  with  the  approval  of  the  commifwioner  oi  fann-famd  baab 
ploy  and  maintain  loan  agencies  tnroughout  the  State  in  which  it  is  operated. 

Does  not  that  mean  to  touch  the  same  thing  that  you  have 
advocating,  with  a  lar^e  bank  organized  in  the  State,  and  it  hi 
loan  agencies,  which  will  approximate  the  same  thing  as  smaB 
institutions  ? 

Mr.  Jones.  No,  sir;  not  at  all. 

Mr.  Platt.  What  do  you  think  the  result  of  that  will  be? 

Mr.  Jones.  You  would  still  have  the  unit  bank,  each  bank  wil 
own  bonds. 

Mr.  Platt.  You  said  that  under  tliis  bill  as  it  stands,  if  we  si 
enact  it,  there  would  probably  be  very  few  small  banks  orgai 
but  a  number  of  large  ones  with  large  capital.  If  $1,000,000  I 
were  organized,  they  would  naturally  have  loan  agencies,  would 
not,  in  various  ])arts  of  the  State  ? 

Mr.  Jones.  They  might  do  like  they  do  in  Eiu-opo.  I  do  not 
they  have  loan  agencies,  but  affiliate  with  large  commercial  b 
such  as  I  described  this  morning.  They  go  to  these  commercial  1 
and  sell  their  bonds.  When  they  put  out  an  issue,  the  conmi< 
banks  take  them  and  inime(liat(4y  find  a  market  for  them  ai 
theii-  savings  depositors  or  advertise  them.  I  do  not  think,  an 
ing  your  question,  that  the  sellin<^  agencies,  with  due  respect  to 
who  hav(^  conceived  the  ])lan,  will  work  out  anyway  near  as  i 
factorily  as  the  federation  into  a  central. 

Now,  1  will  give  you  another  reason. 

Under  the  federated  plan  we  would  have  a  rechecldng  of  the  s 
ities  of  each  local.  I  noticed  Mr.  von  Engelken  brought  out  a ' 
that  we  had  not  dwelt  upon  very  much  in  the  preparation  o: 
report  and  it  struck  me  as  being  a  splendid  idea.  He  criticize 
fiauciary  agent  plan.  In  Uttle  banks  that  probably  would 
trouble  in  paying  overhead  charges.     What  kind  of  a  man  cai 
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3  serve  ?    Will  he  be  present  when  you  want  him  to  certify  to  a 

t     Is  he  alwa^rs  available  for  making  a  $500  loan  with  a  nominal 

3  him  ?    Will  it  pay  to  have  that  man  there  ?    Fmthermore,  he 

nan  that  is  influenced  by  local  environment  and  local  conditions, 

he  is  interested  himself  in  the  community.     Why  not  have  one 

iary  agent  at  the  central?     He  would  be  a  man  worth  while. 

,  when  loans  are  sent  to  the  central  from  each  section,  $5,000 

county  A,  $10,000  from  county  B,  $10,000  from  county  C,  etc., 

r  our  proposed  plan,  notice  is  served  that  the  central  wants  to 

a  series  of  bonds  secured  bv  these  collective  securities.     Then 

fiduciary  agent  comes  in,  cnecks  over  the  local  appraisements 

the  independent  reappraisements,  and  in  all  respects  sees  that 

Br  precaution  has  been  used,  and  that  the  titles  are  passed,  etc., 

-e  the  bonds  can  be  marketed. 

vill  say,  gentlemen,  that  I  want  to  emphasize  the  fact  that  it  is 
\sBTj  to  De  exceedingly  cautious  in  enacting  a  measure  of  this 
Someone  asked  the  question  of  a  former  witness  why  there 
%  great  disaster  some  years  ago  with  farm  mortgage  associations 
ds  country.  I  followed  right  in  the  trend  of  that  disaster  as 
;  examiner,  and  I  can  give  some  reasons  why  some  of  them  went 
I.  One  of  the  reasons  that  caused  trouble  was  they  were  doing 
less  on  deposits — though  not  all  of  them  were. 
•.  BxTLKLEY.  Upon  demand  deposits  ? 

-.Jones.  Yes;  both  time  and  demand.  Another  reason  was, 
)ry  clearly  stated  in  the  record,  that  conditions  were  not  as  stable 

as  they  are  now. 
nator  Mollis.  You  are  referring  to  1893  ? 
r.  Jones.  Yes.    I  was  appointed  bank  examiner  in  1894. 
r.  BuLKLEY.  Do  you  have  special  reference  to  the  land  values 
1  you  say  conditions  were  not  as  stable  ? 
r.  Jones.  Yes. 

tnator  Hollis.  In  what  State,  Mr.  Jones  ? 
r.  Jones.  In  Missouri.  We  were  going  to  close  several  of  them 
re  they  closed  themselves.  They  came  under  the  inspection, 
use  they  received  deposits.  When  they  saw  we  were  going  to 
i  them  tnev  made  arrangements  for  a  sumcient  amount  of  money 
paid  oflF  their  deposits,  so  got  our  from  under  our  jurisdiction. 
law  was  not  enacted  to  protect  the  bond  or  debenture  holder, 
the  depositor. 

r.  Platt.  They  received  deposits  as  private  bankers  ? 
r.  Jones.  They  were  incorporated.  At  that  time  there  had  been 
itate  regulation.  I  was  one  of  the  first  examiners  in  Missouri. 
•re  that  we  had  no  bank  inspection  at  all. 
mator  Hollis.  Mr.  Jones,  have  you  not  overlooked  the  fact  that 
failures  were  responsible  for  foreclosures  in  certain  parts  of  the 
b? 

r.  Jones.  Yes;  a  great  manjr  loans  on  uncertain  producing  lands. 
n  I  was  quite  a  yoimg  man  in  a  small  country  bank  in  Missouri, 
lember  raising  a  subscription  to  send  corn  to  a  certain  section  of 
aska  that  is  now  in  the  corn  belt.  They  had  not  cultivated  there 
iently  to  bring  about  the  necessary  rainfall,  and  it  was  very  un- 
in.  If  you  cultivate  the  soil  a  certain  length  of  time  you 
jally  b^in  to  get  more  rain. 
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Senator  HoLUS.  That  is  very  interesting.  I  suppose  it  was 
cause  you  were  cultivating  the  soil  that  the  water  stayed  on  it,  ao 
did  not  assist  the  rainfall.  I  did  not  suppose  you  really  got  n 
water.     Is  that  well  determined  ? 

Mr.  Jones.  Both.    That  is  true,  is  it  not,  Mr.  Seldomridget 

Mr.  Seldombidge.  Yes,  sir. 

Senator  Hollis.  It  is  well  determined  that  it  does  rain  more  wh 
you  cultivate? 

Mr.  Jones.  Yes;  cultivation  brings  more  precipitation. 

Senator  Hollis.  I  have  been  misinformed  on  that.  I  was  1 
that  the  rainfall  was  not  any  more,  but  on  account  of  cultivation 
water  was  held  in  the  soil  and  was  not  allowed  to  run  oflf. 

Mr.  Jones.  There  has  been  a  big  change  within  the  last  few  ji 
in  the  rainfall  in  certain  sections  of  the  West  that  have  been  put  un 
cultivation. 

I  want  to  emphasize  a  point  that  I  do  not  see  has  been  brought! 
of  the  great  value  of  supervising  the  borrower  under  the  system  j 
posed  by  the  minority.  This  was  brought  to  my  mind  by  a  I0I 
which  I  have  before  me,  written  by  Mr.  Lou  D.  Sweet,  vice  pread 
of  the  Colorado  Farmers'  Congress,  who  is  looked  upon  as  an  exp 
A  certain  man  in  the  Agricultural  Department  told  me  that  1 
Sweet  was  now  considered  an  authority  when  it  comes  to  hai^ 
farm  land,  and  particularly  the  growing  of  potatoes.  He  is  a  sueei 
f ul  and  scientific  farmer.  Mr.  Sweet  is  very  much  interested  in  i 
measiu*o.  He  was  largely  responsible  for  tne  passing  of  the  red 
tion  by  the  Colorado  farmers  which  was  referred  to  this  morning  I 
has  twice  been  put  in  these  records.  Mr.  Sweet  wrote  me  this  wi 
he  heard  I  was  coming  down  here: 

Relative  to  our  recent  talk  on  the  subject  of  farm  loans  proposed  to  be  made 
farmers  through  rural  banks,  8U|)ervised  by  our  Government,  and  throu^  0^ 
channels,  there  is  one  very  essential  point  which  it  seems  to  me  has  been  somew 
overlooked,  and  that  is  the  necessity  for  providing  some  means  by  which  the  medi 
and  practices  of  the  farmers  to  whom  loans  are  made  maj^  be  controlled  or  supenrii 
to  the  end  that  the  fertility  of  the  land  may  be  fully  maintained  and  the  volumet 
quality  of  ita  crops  be  kept  up  or  improved,  and  the  value  of  the  land  be  consequei 
maintained  or  increased . 

To  accomplish  this  result  it  is  necessary  that  the  farmer  follow  the  best  apjao 
practices  of  farm  management,  including  a  rotation  of  crops,  which  will  not  impo' 
ish  his  soil;  that  he  feed  his  hay  and  roughage  to  live  stock  on  the  place,  asti 

Eracticable,  using  the  manure  so  as  to  get  all  of  the  manure  back  on  the  land;  andl 
e  use  only  good  feed,  without  which  best  results  can  not  be  obtained. 
Before  such  farms  loans  can  be  safely  made,  some  arrangement  must  be  madf 
which  the  farmer  agrees  to  carry  out  such  good  and  practical  agricultural  methods 
practices,  subject  to  the  approval  of  a  competent  agriculturalist  representing  thck 
or  loaning  agency.  Unless  this  is  done  and  the  value  and  fertility  of  the  land  is! 
maintained,  a  careless  farmer,  by  haphazard  measures  and  bad  practices,  may  ei| 
within  a  few  years,  largely  exhaust  the  fertility  of  the  land  and  seriouely  impai 
value  as  security. 

Gentlemen,  we  believe  in  our  federation  of  banks  we  cover  t 
danger  as  far  as  possible.  We  have  in  the  centralized  instituti(K 
separate  and  independent  examiner  who  is  to  keep  in  personal  toj 
with  the  different  sections  and  see  that  the  fertility  of  the  sw 
kept  up  through  and  with  the  aid  of  the  local  bank  itself.  A  fan 
will  hesitate  to  tell  his  neighbor  that  he  must  improve  his  meth 
because  he  is  running    down  his  place.     If  the  local  bank  officers 
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rectors  hesitate  to  do  so,  or  should  the  fanner  disregard  the  sugges- 
ms,  a  stax)ng  demand  from  the  central  would  undoubtedly  accom- 
ifih  the  desired  result  before  it  is  too  late. 

Mr.  Platt.  Do  you  think  that  could  be  done  except  through  a 
►operative  institution  ?  Would  it  be  practical  to  dictate  to  farmers 
bat  they  should  do  with  their  money  imless  there  is  cooperation  ? 
Mr.  Jones.  Answering  you,  Mr.  WoodruflF.  of  Joliet,  tells  me  that 
)  has  in  his  mortgage  a  provision  that  the  tertiUty  of  the  soil  must 
b  maintained,  and  he  says  the  laws  uphold  him  in  it.  He  can 
iD  in  a  loan  and  foreclose  if  it  is  not  satisfactorily  kept  up.  It  is  a 
3ty  diflBcult  matter  for  a  country  bank  to  foreclose  a  neighbor 
3cause  he  does  not  do  what  they  want  him  to  do.  Certain  local 
•nditions  will  prevent  that  bank  from  using  those  measures  the 
rectors  know  ought  to  be  used.  But  with  the  power  behind  a 
ieration  based  upon  the  report  that  the  locals  make,  the  Central 
old  and  would  say,  ''We  know  this  ought  and  must  be  done.'' 
le  power  behind  the  order  can  force  it  to  be  done.  Such  is  not  only 
lential  in  order  to  maintain  the  value  of  the  security  but  necessary 
preserve  the  f ertiUty  of  the  soil,  which  is  an  important  thing  to  any 
\te.    No  man  has  a  moral  right  to  take  out  of  the  soil  more  than 

puts  back. 

ioT.  Seldombidoe.  In  that  respect  it  would  be  necessary  to  inform 
elf  as  to  the  intelligence  and  habit  and  industry  of  the  farmer,  would 
aott 

Mr.  Jones.  Yes,  sir. 

Mr.  Seldombidoe.  Which  would  naturally  tend  to  weed  out  the 
efficient  and  indolent  ? 
Mr.  Jones.  Undoubtedly. 

Mr.  Seldombidoe.  It  would  be  a  sort  of  survival  of  the  agricultur- 
y  fittest,  would  it  not  ? 
Mr.  Jones.  I  think  so. 

Mr.  Platt.  Under  the  cooperative  plan  that  would  work  probably 
tomatically,  but  whether  without  cooperation,  in  a  jomt-stocfc 
nk,  it  would  be  possible,  it  is  not  so  certain,  possibly  the  federated 
dtral  would  be  necessary,  because  the  local  man  would  hate  to 
int  out  those  reasons  to  his  neighbor,  when  he  would  be  wilUng 
call  attention  to  the  examiner  of  the  district  bank  to  come  down 
d  look  after  him. 

Mr.  Jones.  Are  you  seriously  considering  any  cooperative  methods 
land-mortgage  banks  ? 
Mr.  Platt.  It  is  provided  for  in  the  bill. 
Mr.  Jones.  Only  cooperation  as  affecting  profits. 

Mr.  Platt.  Of  course,  I  am  not  speaking  of 

Mr.  Jones  (interposing) .  There  would  be  no  difference  between 
?  cooperative  and  non-cooperative  banks  as  far  as  forcing  securities 
be  kept  up  is  concerned,  because  in  each  case  the  money  is  invested 

the  stockholder  in  the  two  plans  proposed  by  the  United  States 
[nmission.     I  am  right,  am  I  not,  Dr.  Coulter? 
S£r.  OoTJLTER.  Yes. 

Mr.  Platt.  It  seems  to  me  there  is  a  little  difference  in  the  two.  The 
operation  is  all  in  the  profit,  but  the  borrowers  would  have  more 
Jentive  to  watch  each  other  in  the  cooperative  plan  than  under  the 
nt-6tock  plan,  because  part  of  the  profits  come  to  the  borrowers, 
not  that  right  ? 
37081—14 il 
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Mr.  Jones.  In  that  I  think  you  are  right;  yes,  sir. 

Mr.  Platt.  I  do  not  know  that  it  would  amount  to  a  great  deal, 
but  it  seems  to  me  that  if  two  farmers  were  living  side  by  side,  and 
one  knew  that  the  other  one  was  drinking  his  money  up,  and  not 
spending  it  on  his  farm,  he  would  have  some  inducements  to  report 
it  to  the  bank. 

Mr.  Jones.  Yes;  that  is  true  and  an  argument  in  favor  of  coope^ 
ative  banks  is  that  each  borrower  has  a  great  many  people  to  watdi 
him,  and  to  watch  the  security,  because  each  man  would  stand  b 
part  of  the  loss  or  stand  his  part  of  the  profits,  as  the  case  may  be, 
and  in  the  case  of  incompetent  farming  or  drinkmg  up  a  farm,  as  yoa 
say,  they  would  report  it. 

Mr.  Ady.  May  I  ask  a  question,  Mr.  CJhairman  ? 

Mr.  BuLKLEY.  Yes;  if  Sir.  Jones  does  not  object. 

Mr.  Jones.  Certainly  not. 

Mr.  Ady.  I  would  like  to  ask  if  you  consider  it  advisable  to  have  rfie 
local  banks  guarantee  all  the  mortgages  behind  the  bonds,  under  the 
plan  as  suggested — all  the  mortgages  that  they  issued  ? 

Mr.  Jones.  Yes,  sir;  we  propose  that  the  small  unit  banks  shall  not 
issue  bonds  against  their  loans,  but  shall  guarantee  every  loan  md 
send  them  to  the  central,  and  sliall  collect  the  interest  and  amortiz*- 
tion  amounts  and  remit  without  charge. 

Senator  IIollis.  That  is,  hke  we  have  provided  for  rediscount  under 
the  Federal  reserve,  and  that  would  have  to  be  done  by  the  member 
banks.     It  is  the  same  idea. 

Mr.  Jones.  Yes.  Wo  have  taken  the  Federal  reserve  act;  we  huTe 
taken  the  T^andschaft  system  in  Germany;  we  have  taken  from  the 
federation  of  the  short-term  credit  societies  throughout  Europe.  We 
have  taken  th(^  best  parts  of  these  different  systems  and  appbed  them 
to  American  customs  and  usages. 

Mi*.  Woods.  Of  course,  if  they  guaranteed  those  loans  they  could 
not  do  a  commiTcial  bank  busin(^ss. 

Mr.  Jones.  No,  sir.  Receiving  deposits  will  weaken  them.  1 
would  not  buy  a  land-mortgage  bond  of  an  institution  that  wis 
receiving  deposits.  I  do  not  beheve  the  two  systems  are  going  to 
work  together  at  all,  as  I  before  stated,  any  more  than  I  believe  short- 
term  credit  and  long-term  credit  will  work  together. 

Mr.  Ady.  Would  you  hmit  deposits  in  the  local  banks  ? 

Mr.  Jones.  In  or^er  to  fall  in  line  with  the  United  States  commis- 
sion report  and  not  antagonize  them  in  that,  we  have  suggested  thBl 
they  be  allowed  to  receive  savings  deposits  up  to  50  per  cent  of  the 
amount  of  capital  and  surplus,  but  as  stated  before  I  would  rather 
eliminate  that. 

Mr.  Ady.  As  to  the  local  farmers'  banks  ? 

Mr.  Jones.  Yes,  sir;  I  would  rather  eliminate  that  entirely.  Allow 
me  to  again  read  from  the  minority  report: 

The  local  should  not  be  penuitted  to  issue  bonds  nmning  for  a  long  time,  formrnn^ 
reasons. 

Its  capital  would  be  small  and  its  market  necessarily  restricted.  Europetn  iiiTii^ 
gation  revealed  no  small  associations  or  societies  doing  this  claaB  of  busmen. 

Mr.  Moss.  Would  you  permit  me  to  ask  you  a  question,  Mr.  J(ffl«^ 
with  the  consent  of  the  committee,  of  course? 
Mr.  Jones.  Yes,  sir. 
Mr.  Moss.  Are  you  familiar  with  the  conditions  in  Hungary  I 
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Mr.  Jones.  Somewhat. 

Mr.  Moss.  Now^  there  are  1,850  banks  in  Hungary  that  have  the 
jht  to  and  are  issuing  land  mortgage  bonds,  and  they  are  inde* 
ndent  banks  and  loint-stock  banKs.  Would  you  say  that  your 
itement  would  be  borne  out  in  view  of  the  statement  I  have  just 
Eide? 

Mr.  Jones.  I  surmise  that  the  smallest  bank  that  you  will  find  in 
at  countiy  would  probably  be  larger  than  some  of  our  proposed 
ate  central  banks  would  be. 

Mr.  Moss.  Well,  I  just  called  your  attention  to  the  fact  that  there 
e  1 ,850  mortgage  banks  in  the  Kingdom  of  Hungary  issuing  bonds* 
Mr.  Jones.  Do  you  know  the  smallest  capital  of  any  of  them  ? 
Mr.  Moss.  No,  I  cannot  answer  that.  I  just  called  your  attontiort 
that.  Hungary  is  comparatively  a  small  country  and  compara-* 
rely  thinly  populated  as  compared  ynth  some  of  the  other  countriesi 
Mr.  Jones.  I  think  we  can  safely  assume  that  it  is  impossible  ioi* 
ose  banks  to  do  business  on  the  fractional  per  cent  that  they  are 
•ing  business  on  unl(*ss  they  have  a  large  volume  of  business — far 
rger  than  any  proposed  $10J)00  unit  banks  under  the  Fletcher-Moss 
11  could  have. 

Mr.  Seldomkidge.  Mr.  Jones,  I  have  to  leave  here  in  a  very  few 
oments,  and  I  would  like  to  ask  a  question  as  to  the  agencies  of 
Jp  in  the  way  of  aid  by  the  Government  to  establish  the  land-mort- 
kgc  banks,  or  locals,  as  you  call  them. 

Mr.  Jones.  I  think  the  bill  before  you  provides  some  most  excel-* 
Qt  help. 

Mr.  SELDOMBrooE.  That  is  the  deposit  of  postal  savings  ? 
Mr.  Jones.  Yes,  sir;  the  deposit  of  postal  savings,  and  particu* 
rly  providing  that  trust  funds  may  be  invested  in  the  bonds.     I  do 
)t  recall  whether  it  says  court  funds  or  not. 
Mr.  CouLTEB.  United  States  courts  ? 

Mr.  Jones.  United  States  courts.  Yes,  court  fimds  and  funds  of 
isaranee  companies,  fimds  that  are  available  for  certain  other  purp- 
oses. I  think  the  bill  has  provided  a  fair  market,  and  a  way  by 
iich  the  bonds  will  be  given  some  stabihty  and  standing. 
Ifr.  Seldombidoe.  You  think  that  the  Government  help,  as  pro* 
ided  for  in  the  bill,  together  with  the  indorsement  of  the  local  bank) 
)upled  with  the  approval  of  the  central  organization  as  you  have  it 
are,  will  establish  the  value  of  the  bonds  issued  to  the  satisfaction 
f  the  investing  public  ? 

Mr.  Jones.  1  think  there  is  no  doubt  of  it.  I  beUeve  it  should  be 
rther  provided  that  these  bonds  may  be  accepted  by  the  Secretary 
the  Treasury  as  security  for  Government  deposits  in  Government 
ipositories.  Of  course,  my  remarks  are  based  upon  the  assumption 
At  the  bonds  wfll  be  better  protected  than  provided  for  in  the 
etcher-Moss  bill. 

Mr.  Seldombidoe.  I^et  me  ask  you  another  question,  if  I  may* 
[)  you  anticipate  that  the  passage  of  this  legislation  will  operate 
lower  interest  rates  ? 
Mr.  Jones.  Undoubtedly. 
Mr.  Seldombidoe.  To  what  extent  ? 

Mr.  Jones.  In  some  sections 

Mr.  Seldoioudoe  (interposing).  Well,  would  there  be  a  general 
(Bering  or  equalization  of  interest  rates  ? 
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Mr.  Jones.  There  would  be  more  of  an  equalization. 

Mr.  Seldomridge.  To  what  extent  ? 

Mr.  Jones.  That  is  problematical ;  conjectural. 

Mr.  Seldomridge.  What  is  the  average  rate  of  interest  now  paid, 
in  our  State  of  Colorado  on  farm  loans  ? 

Mr.  Jones.  I  can  not  state  the  average;  1  should  say  from  7  to  16 
per  cent  is  charged  on  real  estate  loans. 

Mr.  Seldomridge.  Under  the  operation  of  this  law,  as  you  hm 
outlined,  do  you  anticipate  that  there  would  be  a  lowering  of  dJT 
interest  there  ? 

Mr.  Jones.  Indeed  I  do. 

Mr.  Seldomridge.  To  what  extent? 

Mr.  Jones.  Well,  I  think  that  will  have  to  come  down  gradualJT, 
We  have  got  to  market  the  bonds  with  a  wise  provision  in  this  IriB, 
permitting  the  calling  in  of  bonds  at  any  time  so  that  if  we  find  tbil 
mterest  rates  are  lowering,  we  can  call  in  an  issue  bearing  a  high  rate 
and  refund  as  it  were  witn  a  new  issue  bearing  a  lower  rate. 

I  was  talking  with  a  country  banker,  referring  to  your  guestiofi, 
who  is  very  successful,  and  I  know  he  is  charging  pretty  high  rata 
of  interest — nearly  everything  is  10  per  cent.  He  is  malii^  iH 
kinds  of  money  in  proportion  to  his  capital.  I  said  to  him,  '*Are  jfw 
not  ashamed  of  jourself  keeping  up  interest  rates?"  He  said, 
'*You  know,  I  have  been  thinking  that  we  bankers  ou^ht  to  reduce 
interest  rates.  We  have  not  been  looking  far  enough  cQiead.  K  m 
would  Jook  far  enough  ahead  and  realize  that  as  our  farmers  com- 
mence to  accumulate  and  get  ahead,  that  they  would  make  more 
desirable  borrowers  and  better  depositors,  and  we  would  be  bettering 
our  own  condition,  I  think,  more  m  the  long  run,  than  if  we  continue  ] 
to  charge  a  higher  rate  of  interest/^ 

Mr.  Seldomridge.  Do  you  not  think  that  your  high  rate  of 
interest  is  largely  caused  by  the  fact  that  the  bank  must  meet  the 
varying  expenses  of  making  loans,  and  they  equalize  the  interest 
rate,  and  in  order  to  guard  himself  against  loss  he  has  to  collect  a  high 
rate  of  interest  to  provide  for  that  possible  loss  ? 

Mr.  Jones.  In  a  measure,  I  do.  One  thing  that  keeps  up  the  total 
cost  of  real-estate  money  is  the  necessity  of  renewing  the  loan  every 
three  to  five  years  with  attendant  costs. 

Mr.  Seldomridge.  We  have  something  in  this  bill  about  the 
Torrens  land  system,  some  provision  here  as  to  clearing  up  the  details, 
haven^t  we  ?    That  is,  it  is  a  fact  it  is  very  largely  a  matter  of  ex- 

Eense,  or  the  removal  of  it.     I  do  not  know  what  the  provision  is, 
ut  it  has  been  referred  to  by  several  witnesses. 

Mr.  Jones.  You  will  find  that  the  bankers  are  getting  to  realize  j 
that  they  must  reduce  interest  rate^,  especially  in  certain  sections.  ! 
I  have  talked  with  them  in  a  great  many  States.  | 

Mr.  Seldomridge.  Is  there  anything  in  the  bill  that  would  pro- 
vide for  lowering  tho  rate  on  a  mortgage  when  once  issued?  For 
instance,  suppose  under  this  system  a  man  should  take  out  a  loan 
on  a  30-year  mortga|y:(^  at  8  per  cent,  and  it  happened  that  there 
should  bo  a  f]^oneral  lowering  of  interest  rates,  is  there  anything  in  tie 
bill  that  would  enable  tliat  man  to  take  advantage  of  the  difference? 

Mr.  Jones.  lie  has  the  right  to  n^tire  his  loan  at  any  time.  If  the 
rates  of  interest  went  down,  that  automatically  would  take  care  of 
itself. 
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r.  Seldomridoe.  You  think  it  would? 

r.  Jones.  Under  the  Fletcher-Moss  bill  the  banks  can  not  charge 
er  rate  than  1  per  cent  more  than  for  which  it  is  floating  its  own 
Is;  therefore,  ii  they  are  floating  bonds  to-day  on  a  6  per  cent 
5  and  they  had  floated  several  years  ago  on  a  7  per  cent  basis, 

borrower  will  come  in  and  make  a  claim  througli  his  unit  bank 

he  wants  to  refund  his  loan.  It  is  just  the  same  to  the  bank 
sher  it  gets  a  6  per  cent  rate  or  a  10  per  cent  rate,  because  his 
ts  are  going  to  be  exactly  the  same,  as  he  is  allowed  only  1  per 

margin. 

r.  Platt.  You  have  got  to  come  to  the  bank  with  the  money  in 
r  to  retire  the  loan.  There  is  no  provision  by  which  he  can 
t  upon  having  the  rate  on  his  loan  lowered,  but  lie  could  pay  off 
loan  and  reborrow. 

r.  Jones.  I  would  rather  the  authors  of  the  bill  would  answer 
•  direct  questions  regarding  the  workings  of  their  own  measure, 
r.  Platt.  I  made  that  statement  for  the  record  as  to  what  is  in 
bill.  I  think  I  am  right  in  it.  That  is  in  the  bill,  of  course,  is  it 
Mr.  Moss  i 

r.  Jones.  You  have  undoubtedly  grasped  the  point.  The  mi- 
by  is  not  positive  that  there  should  be  additional  capital  in  the 

of  a  foimders'  capital.  Personally,  I  strongly  favor  it.  As 
note,  we  said  that  it  might  be  found  advisable.  1  am  inclined  to 
k  it  would  be  an  exceedingly  valuable  thing  to  have.  And  our 
ment  along  that  line  is  this : 

night  be  found  advisable  to  even  provide  the  central  with  a  larger  capitaliza^ 
luSi  the  aggregate  amount  to  be  taken  by  the  different  locals.  In  that  case  pro- 
i  could  be  made  for  selling  founders'  snares,  similar  to  the  plan  working  most 
lently  in  Hungary — 

Y  founders  shares  we  merely  mean  the  amount  supplied  by  public- 
ted  citizens  who  desire  to  encourage  or  "father     the  organiza- 
We  do  not  use  the  term  in  its  recognized  technical  sense 
ng  financiers. 

:h  shares  could  be  made  preferred,  if  deemed  advisable,  or  could  be  placed  upon 
uaUty  with  the  shares  owned  by  the  locals.  This  mi^ht  be  found  necessary  in 
that  the  country  bankers  and  farmers  might  have  desirable  financial  assistance 
jtrong  connections  in  the  reco^zed  financial  center  of  their  State  in  assisting 
tabliSi  a  market  for  the  securities.  The  names  of  the  financiers  in  such  local 
lercial  center  would  be  more  widely  known,  added  to  the  names  of  those  local 
us  elected  from  the  farmers  from  their  respective  communities,  upon  the  board 
}  directors  of  the  central,  would  undoubtedly  assbt  materially  in  finding  a  favor- 
'ate  of  interest. 

think  that  is  well  worthy  of  careful  consideration, 
ow,  by  building  up  a  federation  as  proposed  by  the  minority  we 
Id  have  the  following  security  behind  the  bonds.     I  will  read 
I  the  minority  report: 

St.  The  signer  of  the  original  loan. 

ond.  The  combined  judgment  of  the  local  banker  and  his  farmer  associates  as  to 

esirability  of  the  signer  as  a  borrower  and  as  to  the  vaiue  of  his  security. 

ird.  The  land  itself,  upon  which  not  exceeding  50  per  cent  of  its  value  would  be 

d. 

irth.  The  indorsement  of  the  local  and  the  moral  obligation  of  the  bank  with 

1  such  local  is  affiliated. 

th.  The  double  liability  of  the  holders  of  the  capital  of  the  locals,  protecting  all 

indorsed  to  the  central  by  the  locals. 
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Sixth.  The  judgment  of  the  officials  and  executive  committee  of  the  central  and. 
its  recheckiiig  of  the  securities  as  hereinafter  provided. 

Seventh.  The  added  assurance  of  the  Government  representative  in  its  approvil 
of  the  issue. 

Eighth.  The  capital  of  the  central. 

I  have  no  doubt  whatever,  gentlemen  of  the  conimittt^e,  from  my' 
Jmowledge  of  promoters,  but  what  there  would  be  a  groat  maiqr 
pmall  unit  banks  organized  under  the  Fletcher-Moss  bill  for  tin 
express  j)urpose  of  floating  a  lot  of  bonds  and  then  getting  out  frai 
under.  We  had  that  thmg  to  contend  with  under  our  irrigatia|P 
laws,  that  i)rovide  that  districts  may  organize  in  our  State.  Mr: 
Seldomrid<2:e  will  verify  what  I  say.  There  has  boi'n  much  wild«f 
catting.  The  promoter  organized  districts  and  floated  i)onds,  ud 
the  innocent  bondholders  are  writing  to  us  to  know  what  about 
those  districts  as  some  of  them  are  not  able  to  pay  interest  on  tiieir 
bonds.     In  some  cases  the  bondholders  will  own  the  districts. 

Practically  the  same  thing  has  occurred  in  Louisiana  under  id 
drainage  district  law,  so  I  am  informed.  I  hold  if  you  do  not  throw 
all  safeguards  around  the  land-mortgage  plan,  we  will  oxperienci 
wildcatting  such  as  never  has  been  known  in  this  country  before. 

Mr.  Seldomridge.  I  suggest,  Mr.  Chairman,  that  Mr.  Jones  In 

fiven  an  opportunity,  if  he  desires,  to  file  with  the  committee  anjr 
rief  or  further  extension  of  his  testimony,  and  that  it  may  be  inserted 
in  the  record,  if  an;7thing  should  occur  to  him  in  this  hearing. 
Mr.  BuLKLEY.  Without  objection  that  will  be  done. 
Mr.  Jones.  There  is  one  matter  I  would  like  to  bring  up,  and  it  wiH 
not  take  me  more  than  two  or  three  minutes. 

Dr.  Coulter  brings  out  a  strong  point  in  part  4,  page  52,  in  talking 
on  the  building  and  loan  association  plan.  He  spoke  about  flie 
necessity  for  outside  funds  and  referred  to  his  conversation  with  a 
building  and  loan  man.     He  says: 

I  said  that  the  difficulty  there  was  merely  that  there  was  not  a  system  of  int»- 
change  between  the  cities  by  issuing  bonds  and  letting  them  be  sold  in  outside  dis- 
tricts— of  getting  money  in  or  getting  it  out. 

Then  in  another  place  or  two  there  has  been  reference  made  to  the 
interdependence  between  the  city  and  the  country.  They  are  very 
dependent  upon  one  another,  the  city  more  dependent  upon  thie 
country  than  the  country  upon  the  city.  I  have  often  used  the  illus- 
tration that  you  may  destroy  the  city,  but  the  country  surrounding 
will  rebuild  that  city;  but  you  destroy  the  country  and  the  city  can 
|iot  rebuild  the  country,  and  of  itself  could  not  long  survive.  Thus, 
our  keen  interest  for  the  agricultural  interests.  There  is  cooperation 
in  the  truest  sense  needed  between  the  cities  and  the  rural  commu- 
jiities.  Our  federation  brings  them  into  close  relationship,  especially 
by  the  addition  of  the  founders'  shares,  to  be  placed  in  the  citv. 

Senator  Hollis.  Wliat  do  you  think  of  the  suggestion  that  if  we 
liavc  the  founders'  shares  that  they  shall  not  have  a  vote? 

Mr.  Jones.  We  do  n')t  suggest  that.  I  would  not  suggest  that 
in  this  cas(^,  because  if  you  want  the  founders*  shaves  I  would  give 
them  the  right  to  be  represented.  I  doubt  if  you  would  find  mm 
city  investors  who  would  bo  willing  to  take  stock  otherwise.  We 
would  be  met  with  tliis  sort  of  argument:  "If  these  country  banken 
and  farmers  are  going  to  come  in  here  and  handle  things  wiUiout 
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y  having  even  a  voice,  I  do  not  want  any  stock.''  I  would  restrict 
le  issue,  so  that  the  control  could  not  be  corralled. 
Mr.  Moss.  Would  you  have  any  objection  to  this  suggestion,  Mr. 
►nes,  tliat  instead  of  saying  that  every  bank  shall  have  a  right  to 
me  15  times  the  bonds,  the  amount  of  its  capital,  that  it  shall  not 
me  more  than  that,  and  the  discretion  shall  rest  with  the  commis- 
>ner  of  land  banks,  so  that  in  certain  undeveloped  sections  of  the 
>untry  the  commissioner  of  land  banks  may  say  that  a  bank  shall 
It  issue  the  full  15  times  its  capital?  Would  not  that  be  a  greater 
■otection  to  its  issue?  In  other  words,  under  that  suggestion  it 
ould  be  possible  in  some  States  to  issue  15  times  tlie  capitaiand  in.  the 
hers  only  12  or  10.  I  say  would  you  have  any  objection  to  that 
I  the  federated  banks  ? 

Mr.  Jones.  It  would  be  looked  upon  by  proposed  organizers  that 
lerely  by  a  ruling  of  the  commissioner  of  land  banks  they  might  be 
stricted  in  the  volume  of  business  allowed.  That  would  retard  the 
Bvelopment  and  even  retard  the  organization  of  land  mortgage 
inks.  A  ruling  might  be  made  overnight  restricting  them,  after 
bank  had  been  organized,  in  the  beHef  that  they  could  do  a  certain 
>lume  of  business  on  which  they  had  figured  out  that  they  could 
ford  to  organize.  So  a  ruling  might  be  made  after  they  haa  organ- 
Mi  cutting  down  the  volume  of  business  they  would  be  allowed  to  do 
id  which  they  felt  necessary  to  justify  their  organization. 
Mr.  Adt.  Mr.  Jones,  in  case  you  should  limit  the  deposits  that 
ight  be  made  in  the  local  bank  so  that  the  farmer  could  not  deposit 
nis  own  bank,  where  would  he  deposit  ? 

Mr.  Jones.  It  is  my  opinion  that  the  country  banks  are  sufficient 
take  care  of  his  deposit. 

Mr.  Ady.  That  is,  ne  could  deposit  them  in  the  existing  banks, 
>m  which  they  would  be  used  to  purchase  bonds,  using  tne  farm- 
s' money  to  purchase  bonds  with. 

Mr.  Jones.  The  farmer  can  withdraw  his  deposit  and  purchase 
>nds  himself  if  he  desires.  By  close  affiliation  with  the  existing 
untry  banks  we  would  put  behind  these  bonds  an  element  of 
rength  that  is  not  realized  upon  the  surface.  To  illustrate:  A 
rmer  has  a  mortgage  upon  his  land  for  only  50  per  cent  of  its 
ihie,  the  country  bank  considers  him  a  pretty  fair  temporary  risk 
T  credit.  He  has  a  crop  failure,  even  after  the  country  bank  has 
lade  him  a  loan;  it  is  necessary  to  pay  the  amortization  amount 
id  the  interest.  The  farmer  comes  to  the  country  bank  and  ex- 
i&ins  his  predicament.  That  bank  is  already  ''in,"  and  adds  to 
hat  the  farmer  already  owes  it  enough  to  remit  and  take  care  of 
is  amortization  and  interest.  Possibly  the  country  bank  taking  a 
KJond  mortgage  upon  that  property  to  protect  itself,  and  then  we 
ave  the  country  bank  behind  the  loan  of  the  land-raortgage  bank, 
i  is  almost  invariably  the  case  that  when  a  farmer  fails  a  local  bank 
found  carrying  his  note  with  or  without  a  second  mortgage.  There- 
re  we  are  going  to  get,  in  every  such  case  where  there  is  a  country 
ink  involved,  that  element  of  additional  protection  to  every  mortr- 
ige  loan  that  has  been  floated  from  tnat  community  into  the 
aeration. 

Mr.  Platt.  Suppose  you  should  remove  the  restriction  against 
anch  banks;  what  would  be  your  objection  to  that  centralized 
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authority  organizing  first,  perhaps,   and  then  organize  the  otel 
banks— would  that  work? 

Mr.  Jones.  Would  you  get  that  seriously  entertained  at  the  praol 
time? 

Mr.  Platt.  I  am  not  talking  about  the  political  aide  of  it;  I  men 
as  a  practical  matter. 

Mr.  Jones.  Yes;  that  would  work. 

Mr.  Platt.  The  Federal  reserve  system  allows  branch  Fedml 
reserve  banks. 

Mr.  Jones.  That  is  exactly  the  opposite  to  the  plan  wemopo&L 
It  is  practically  the  opposite  of  tne  Canadian  system  ot  bnaok 
banking,  you  know,  where  the  parent  controls  the  branches. 

Mr.  Platt.  What  is  the  trouble  with  adopting  that  propoatioBl 

Mr.  Jones.  It  is  not  our  idea.  We  also  propose  that  these  fedff- 
ated  banks  shall  have  the  election  of  an  independent  auditor,  who 
audits  the  central,  and  then  the  central  directors  appoint  thdr  inde- 
pendent auditors,  who  go  out  and  audit  each  one  of  tiie  units.  Thai 
we  provide  a  double  checking — one  against  the  other. 

Now,  your  idea  is  a  centrsd  bank.  I  fear  the  possibility  of  wild- 
catting  in  that.  I  can  not  conceive,  throughout  a  State,  a  kt  of 
banks  organizing  along  the  hne  of  our  federated  plan  and  getting  into 
a  business  expressly  for  wildcatting.  But  I  can  conceive  of  a  singb 
bank  doing  it. 

Mr.  Platt.  Would  the  State  bank,  covering  the  whole  State,  lend 
itself  to  organizing  banks  for  the  purpose  (f  wildcatting? 

Mr.  Jones.  I  would  not  say  that  there  is  any  danger  of  that;  no,  sir. 

Mr.  Platt.  That  would  be  the  local  only. 

Mr.  Jones.  Yes ;  my  real  fear  is  in  the  organization  of  the  unit  bank 
not  properly  safeguarded. 

Mr.  Ady.  I  fail  to  understand  how  the  farmer  will  be  benefited 
by  putting  money  into  the  private  banks,  while  the  private  banb 
mignt  invest  in  bonds,  instead  of  depositing  it  in  his  own  bank  lod 
buying  his  own  bonds. 

Mr.  Jones.  He  can  personally  buy  a  bond  whenever  kegets  ready, 
the  same  as  can  the  banks.  He  can  accumulate  funds  in  any  bani, 
and  when  he  gets  $100  there  is  nothing  to  hinder  him  from  buying  t 
bond. 

Mr.  SELDOMRrooE.  He  can  check  it  out  of  the  coimtry  bank  and 
buy  a  bond  with  it. 

Mr.  Abt.  Yes,  but  the  bankers  do  the  business  of  buying  the  boiubv 
and  buying  the  bonds  with  the  money  deposited  by  the  farmer.  If  rt 
is  deposited  in  the  farmer's  bank  the  farmer  would  have  the  benefil 
of  it  instead  of  having  it  in  the  private  bank. 

Mr.  Jones.  The  profit  that  would  accrue  to  him  from  the  amouiU 
of  his  deposit  would  be  so  slight  as  to  be  practically  nil — he  had  bcir 
ber  buy  a  bond. 

Mr.  rLATT.  Mr.  Jones,  would  you  think  that  a  central  bank  wouU 
be  a  State  central  necessarily,  or  would  you  allow  more  than  oW 
central  bank  in  a  State  ?    Allow  a  number  of  banks,  of  centrakt^ 

Mr.  Jones.  I  am  glad  you  brought  that  out.  It  is  not  our  iif^ 
that  there  would  be  a  single  system  of  federated  banks.  I  doubt  vfi^ 
but  what  there  would  be  several  in  each  State.  You  form  a  numbtf 
of  banks  and  federate  or  induce  a  number  of  banks  to  join  yoar 
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bderaiion.  You  doa't  care  for  two  in  the  same  town  or  maybe  not 
tamo  ia  the  same  county.  Don't  jrou  see  it  would  be  just  as  natural 
for  sttTeral  systems  to  build  up  as  it  has  been  for  different  systems  of 
federated  credit  societies  to  organize  all  over  Europe  ?  Then  we  would 
pet  ?eal  competition  and  in  consequence  a  satisfactory  interest  rate. 

Mr.  PukTT.  Would  you  fix  the  number  of  central  banks  that  would 
ke  dtowed  to  federate  ? 

Mr.  Jones.  No,  sir. 

Mr.  Moss.  Then  your  idea  is  to  provide  for  voluntary  federation  f 

Mr.  Jones.  So  far  as  I  am  personally  concerned;  yes.  I  will  say 
iow  that  I  do  not  believe  you  will  ever  have  your  httle  banks  run- 
oing  for  legitimale  purposes  without  federating,  because  they  can 
[ipl^  possibly  compete  with  the  federation. 

Mr.  Moss.  That  brings  the  difference  down  clearly,  then,  between 
the  two  bills. 

Mr.  Jones.  Certainly. 

Mr.  Moss.  Would  you  permit  me  to  point  out  to  you  just  what  ia 
the  difference  between  the  two  bills  here  ?  Probably  we  had  better 
kt  it  go. 

Mr.  Jones.  No;  please  continue. 

Mr.  Moss.  You  want  me  to  do  it  ? 

Mr.  Jones.  I  will  be  glad  to  have  you  do  so. 

Mr.  Moss.  The  real  difference  is  tnis:  There  are  just  two  differ- 
ences between  the  two  bills.  One  is  the  way  that  this  federation  will 
be  brought  about.  Under  the  commission  bill  you  could  have  a  large 
:^entral  oank  and  they  could  locate  their  sales  agencies.  But  take 
j^our  proposition,  you  would  first  locate  the  smaller  banks,  and  then 
federate  them  into  the  central.  That  is  the  first  difference  between  the 
two.  The  next  difference  between  the  two  bills  is  that  you  would 
have  one  uniform  type  of  local  banks,  whereas  the  commission  recog- 
[iizes  the  fact  that  they  can  have  either  the  joint-stock  banks  or  coop- 
erative.   Those  are  the  two  main  differences. 

Mr.  Jones.  Let  me  correct  you  there,  Mr.  Moss.  We  suggest 
right  at  the  outset  that  they  may  be  either  cooperative  or  noncoop- 
erative  as  to  profits.  As  you  saw  in  European  countries,  there  were 
cooperative  and  noncooperative  short-term  credit  societies  in  the  same 
federation. 

Mr.  Moss.  Very  well,  I  will  take  it  back  and  leave  just  one  differ- 
ence. That  is  a  thing  that  as  far  as  I  am  concerned  I  do  not  contend 
for.  There  is  not  much  difference  between  the  two  types.  They  are 
both  voluntary  federations.  I  recognize  the  fact  in  all  the  studies 
that  I  have  made,  that  there  is  an  honest  difference  of  opinion  on 
this  question,  and  if  the  question  were  a  question  of  voluntary  asso- 
ciation, I  would  say  myself,  speaking  now  not  as  a  member  of  the 
commission  but  as  a  student,  I  w^ould  not  contend  for  a  moment 
against  the  limitation  of  that  bill  to  that  extent.  I  so  said  to  Mr. 
Piatt  some  days  ago,  that  that  would  have  been  entirely  agreeable^ 
80  far  as  I  am  concerned,  and  I  would  have  suggested  it  at  the  right 
time  to  the  committee  myself. 

Mr.  Plait.  I  can  confirm  what  you  said. 

Mr.  Jones.  How  do  you  feel.  Dr.  Coulter  ? 

Dr.  Coulter.  I  suggested  to  Mr.  Piatt  that  he  ask  that  question 
So  as  to  bring  it  out. 
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Mr.  Moss.  I  do  want  to  go  into  the  record  as  sajong  that  I  new 
saw  the  minority  report  at  any  time  until  it  was  presented  here  on  thi 
table,  whereas  me  majority  report  was  printed  m  a  confidentifli  waj 
to  the  Members  that  were  preparing  upon  t^  proposition,  so  tint 
they  were  preparinj^,  of  course,  criticisms  of  the  pnnt  bill,  whemt 
the  United  States  Conmiission  had  no  opportunity  or  chance  whai- 
ever  to  profit  by  their  own  criticisms  of  tnat.  I  want  that  to  go  ioto 
the  record  in  Mr.  Jones's  presence. 

(Additional  testimony  of  Mr.  Gordon  Jones  follows  the  testimony 
of  Mr.  T.  S.  Southgate  at  page  682.) 

The  minority  report  of  the  American  conuuission  advocated  bj 
Mr.  Jones  throughout  his  testimony  is  part  2,  S.  Doc.  No.  261. 

Whereupon  the  committee  adjourned  imtil  10.30  o'clock  a.  i 
Wednesday,  March  11,  1914. 
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WEDNESDAY,  MABCH  11,   1914. 

House  of  Representatives, 

Washington^  D.  C, 
he  subcommittee  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
I.  Robert  J.  Bulkley  presiding. 

resent:  Senator  HoUis  and  Representatives  Stone,  Seldomridge, 
)ds,  and  Piatt. 

STATEMENT  OF  THOMAS  S.  SOTTTHOATE,  OF  NOSFOIE,  VA. 

J.  BuLKLBY.  Will  jou  please  state  vour  name  and  occupation 
your  connection  with  this  subject  which  we  have  under  aiscus- 
? 

T.  SouTHGATB.  Thomas  S.  Southgate,  merchant.    Do  you  wish 
banking  connection? 
T.  Bulkley.  Yes,  sir;  if  you  please. 

T.  Southgate.  I  am  one  of  the  members  of  the  American  com- 
don  for  the  study  of  this  subject  in  foreign  countries;  chairman 
de  executive  committee  of  the  Fidelity  Corporation  of  Industrial 
ks ;  member  of  the  executive  committee  of  the  National  Bank  of 
imerce  of  Norfolk.  Va. ;  director  of  the  Virginia  National  Bank 
Norfolk;  and  memoer  of  the  board  of  directors  of  the  Industrial 
sinc6  Corporation  of  New  York. 

'r.  Bulkley.  Mr.  Southgate,  you  went  abroad  with  the  American 
mission,  did  you? 

T.  Southgate.  I  am  also  owner  and  operator  of  three  farms 
regating  1,000  acres. 

3nator  Mollis.  I  would  like  to  have  you  say  where  those  farms 
situated. 

J.  Southgate.  Two  on  the  Elizabeth  River  in  Virginia  and  one 
forth  Carolina. 

jr.  Bulkley.  Did  you  go  abroad  with  the  commission? 
[r.  Southgate.  I  did. 

[r.  Bulkley.  Now,  if  you  will,  proceed  in  your  own  way. 
[r.  Southgate.  Mr.  (jnairman,  I  have  been  for  five  years  inti- 
ely  connected  with  the  rural  life  in  my  State  in  philanthropic 
Christian  work,  carrying  me  two  days  of  each  week  for  five  years 
very  hamlet  and  section  of  Virginia.  I  judge  it  was  in  view  of 
close  association  that  I  was  appointed  on  this  commission  by  the 
3mor.    I  went  to  Europe  with  the  commission  and  found  a  CTeat 

of  interesting  information  on  this  vital  subject,  because  oi  the 
lendous  extent  to  which  it  had  been  developed  there.  I  partici- 
id  in  many  of  the  meetings  of  the  commission  since  its  return, 

helped  to  formulate  its  report  with  the  hope  that  good  results 
ht  be  had  as  the  result  of  tnat  work.    Of  course  it  is  not  neces- 
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sary  that  I  should  discuss  with  you  gentlemen  the  relation  o: 
Federal  commission  with  the  American  commission.  You 
already  thoroughly  familiar  with  that.  In  offering  several  criti 
to  the  bill  as  finally  brought  out,  I  do  so  with  a  rail  realizatio: 
appreciation  of  the  fact  that  it  is  very  difficult  to  construct  k 
tion  along  this  line.  I  regard  this  document  before  you  as  s 
able  paper,  and  it  is  only  to  refer  to  several  matters  in  the  bil 
I  am  here  to-day.  Indeed,  I  would  not  take  it  upon  myself,  < 
by  the  request  of  Senator  Fletcher,  in  view  of  my  close  intei 
the  work  of  the  commission. 

The  first  and  most  specific  point  that  I  have  to  bring  befoi 
in  asking  that  proper  final  legislation  be  provided  for  land 

fa^e  banks  is  in  regard  to  the  capitalization  of  banks  on  so 
asis  as  $10,000.  I  am  fully  aware  of  the  reason  why  it  is  d« 
to  have  small  units,  in  order  to  enable  counties  ana  sections 
able  to  surround  themselves  with  the  facilities  readily  of  thei 
making,  of  a  small  creation ;  and  yet,  gentlemen,  a  very  brief 
20  years'  experience  in  financial  matters  leads  me  to  say  thi 
whole  system  hangs  upon  one  thing,  and  that  is  the  liquidity  o: 
securities  and  their  digestion  after  they  are  issued.  They  w 
be  liquid  unless  they  are  backed  and  inaorsed  and  stood  for  b^ 
form  of  Government  sanction  through  the  issuance  of  m 
charters,  supervision,  and  perhaps  O.  K.  after  they  are 
They  will  never  become  liquid  until  they  are  readily  availal 
fiduciary  funds,  and  available  for  the  digestion  of  these  sec 
representing,  as  perhaps  they  will,  a  portion  of  $40,000,000, 
farm  value  that  is  deposited  to  offer  as  security  for  bonds 
issued.  I  submit,  sirs,  as  a  practical  matter,  when  I  r^ard  t 
^ee  of  care  with  which  a  city  bond  is  censured  by  the  purchi 
it,  and  the  million  questions  that  are  asked,  and  tne  legislatic 
they  require  before  they  will  touch  them,  that  to  say  that 
emanating  from  institutions  of  $10,000  capital,  which  can  n< 
nish  a  sufficient  amount  to  pay  an  overhead  charge  sufficient  U 
ligently  and  properly  manage  an  institution  for  a  period  of  50 
continuity,  perhaps,  as  provided  in  this  bill.  I  will  say  this 
wrong.  I  go  further  and  sav  I  think  the  minds  of  the  men  ai 
fused  to  some  extent  by  the  injection,  the  constant  inject 
Europe,  of  the  personal  credit  societies,  which  are  as  diffe 
proposition  as  one  side  of  the  pole  is  from  the  other.  It  se 
me  that  the  only  point  of  similarity  is  that  they  start  both  w 
farmer,  but  their  relations  with  the  commercial  world  and  U 
who  are  to  handle  the  securities  are  absolutely  widely  diverge 
apart. 

It  is  entirely  natural  that  it  should  be  in  the  minds  of  tl 
who  constructed  the  bill  that  these  small  miits  are  possible,  I 
we  all  had  the  opportunity  of  seeing  the  wonderful  worl 
through  the  existence  of  personal  creoit  societies,  raised  by 
or  30  men  pledging  their  individual  support  to  any  measi 
which  they  wished  to  raise  money,  and  the  matter  resolved  itsc 
a  borrowing  of  money.  Two  men,  4  men,  6  men,  10  men,  or  ! 
can  borrow  money ;  but  not  5  men  nor  10  men  can  attempt  to 
securities  and  get  the  great  insurance  companies  to  invest  the 
or  widows  ana  orphans  in  them.     It  is  an  absolute  imposG 
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1 1  submit,  sirs,  that  the  Congress  of  the  United  States  ^ould  not 
ier  any  circumstances  give  their  sanction  to  any  system  of  cur- 
icy  or  any  financial  system  that  started  off  with  the  absolute 
adicap  in  the  beginning  and  was  of  a  nature  that  it  could  not  do 
>  things  that  it  purported  to  do,  physically,  tangibly,  in  a  practi- 
way. 

[  have  said  that  I  regarded  the  bill  as  an  able  one,  and  I  do.  It 
\  some  original  and  unique  features  that  are  very  commendable, 
is  not,  however,  exactly  the  idea  that  I  have  held.  Following 
efnlly  the  action  of  your  great  and  honorable  committee  in  the 
tier  of  the  new  currency  bill  that  you  have  given  to  the  country, 
ating  your  Federal  reserve  board  and  your  regional  banks,  I  had 
>ed  that  this  subject  was  so  ^eat  that  it  would  commend  itself 
jrou  along  those  lines,  for,  while  I  am  not  an  advocate  of  Federal 
,  per  se,  and  with  dollars  and  cents;  but  mark  my  prediction  here 
day,  these  bonds  will  never  be  sold  in  the  markets  of  the  world 
ess  they  are  censored  or  O.  K.'d  or  passed  in  some  form  by  the 
vemment  of  the  United  States. 

f ou  are  never  going  to  market  them  otherwise,  for  they  start  out 
life  handicapped  as  a  result  of  coming  from  the  farmer,  who  does 
do  things  in  as  businesslike  and  clean-cut  or  drastic  a  way  as  the 
n  trained  to  a  life  calling  for  a  knowledge  of  finance  and  things 
taining  thereto.  It  is  going  to  take  something  more  to  market 
se  bonds  in  our  country  than  it  does  in  Europe,  where  they  are 
ter  than  Government  bonds,  strange  to  say.  We  found  that  to 
true  in  certain  foreign  countries.  I  had  hoped  that  this  thing 
uld  be  put  on  a  proper  scale  worthy  of  the  subject  that  it  rep- 
ents, and  that  there  might  be  a  Federal  board  along  the  line 
provided  and  adopted  in  the  Federal  reserve  act,  consisting  of 
Secretary  of  Agriculture,  the  fiduciary  agent  referred  to — which 
in  excellent  suggestion — the  Secretary  of  the  Treasury,  the  Comp- 
iler of  the  Currency,  making  a  board  of  five,  and  that  12  or 
sections  might  be  designated  as  regional  sections,  we  call  them, 
yon  might  call  them  by  some  other  name — it  is  only  an  idea  that 
im  following — and  those  banks,  four  or  five,  perhaps,  in  each 
ite,  as  the  State's  needs  require — ^that  the  capital  be  not  less  than 
)fiOO  as  a  minimum  and  preferably  $100,000  and  over — might 
ar  through  and  report  to  and  affiliate  with  the  regional  bank  of 
peculiar  section.  That  is  not  a  complicated  piece  of  machinery. 
does  not  need  all  the  wonderful  ramifications  of  a  currency  sys- 
n  at  all,  because  it  is  following  along  one  specific  line,  and  then 
jrjr  issue  of  every  bond  that  is  expected  to  be  bought  by  these 
ociary  agents  all  "over  the  world  should  emanate  or  clear  through 
d  bear  the  O.  K.  of  the  Federal  reserve  board,  and  it  should  be, 
necessary,  guaranteed  by  that  board  by  following  your  system 
an  assessment  of  10  per  cent  upon  the  capital  of  these  affiliated 
Qks,  giving  a  capital  of  $3,000,000  or  $4,000,000  or  $5,000,000  to 
institution  here  in  Washington  to  be  used  as  a  fund  to  guarantee 
5  bonds,  that  assessment  to  be  made  against  the  affiliated  land- 
»rt^ge  banks  simply  to  act  as  a  reserve  fund  in  the  hands  of 
s  Federal  board  m  Washington — a  simple  board  inexpensively 
ndled  by  officials  of  the  Government,  because  agriculture  is  differ- 
t  from  commercial  business.     It  is  different  from  anything  else, 


Digitized  by 


Google 


654  BUBAL  0BEDIT8. 

and  it  is  worthy  of  the  support  of  the  Government  as  no 
subject  is. 

But,  gentlemen,  whether  that  thought  or  system  is  wort 
your  consideration  or  not,  do  not,  for  heaven's  sake,  let  any  c 
go  before  the  world  that  is  unworthy  of  the  sreat  subject  i 
resents  simply  because  you  may  have  in  mind  a  desire  to  ] 
within  the  reach  of  all  the  people  and  yet  kill  it  by  the  overe 
tion  of  what  those  little  institutions  can  possibly  do  in  the  e 
the  farmers. 

Senator  Hollis.  Mr.  Southgate,  I  think  you  have  a  little  mii 
impression  there.  These  two  subcommittees  conducting  this 
ing  are  not  committed  to  any  particular  bill.  There  are  c 
bills  which  have  been  introduced  that  we  are  considering,  ai 
liave  invited  you,  as  we  have  other  witnesses,  to  get  your  pe 
point  of  view,  and  we  want  you  to  help  us  all  you  can. 

Mr.  Southgate.  I  know  tnat,  sir. 

Senator  Hollis.  I  would  like  to  direct  your  attention  to  a  s; 
line  of  testimony  which  we  have  had  which  is  that  some  c 
board,  either  the  Federal  reserve  board  or  a  similar  one,  is  to  j 
vise  the  entire  system  and  see  that  the  bonds  are  carefull] 
properly  issued,  so  that  they  will  have  a  standing;  that  the' 
banks  are  to  have  part  of  their  capital  in  some  sort  of  central 
tution  so  that  the  central  institution  will  have  a  financid  in 
in  them  and  in  the  loans  that  they  make,  and  will  pass  upo 
loans  before  they  are  made  the  basis  for  bonds.  We  have  had 
very  intelligent  discussions  along  that  line,  and  we  want  ai 
suggestions  you  can  give  that  will  help  us  to  perfect  such  a  sj 
if  we  conclude  to  adopt  it. 

Mr.  Soi'THGATE.  T  am  delighted  that  you  have  told  me  this 
show  you  how  little  T  know  and,  perhaps,  how  unprepared 
testimony  here  to-day.  I  never  heard  of  that  sng^restion  before 
it  strengthens  my  thought  in  the  matter  tremendously  to  kno\ 
others  had  thoiicrht  it  out  also.  I  have  never  exchan<red  a 
with  anyone  along  that  line,  and  I  would  never  have  had  con 
tive  intelligence  enough  to  have  known  it  had  it  not  been  hi 
down  to  nie  through  the  system  you  have  worked  out  in  the  F 
reserve  act  and  which  T  had  not  thought  of  before. 

Senator  Hollis.  If  yon  will,  continue  to  make  us  any  sugire 
tliat  you  think  are  wise  or  will  help  us  to  perfect  such  a  syst 
that.    The  entire  field  is  open,  Mr.  Southgate.    That  is  the  poiii 

Mr.  SorTiioATE.  I  think  T  realize  that,  sir.  I  know  that  t 
only  submitted  tc>  you  as  their  report  as  a  basis  for  some  bill, 
stated  in  the  beginning,  it  is  an  ably  drawn  paper  for  the  most 
1  want  to  see  this  thing  done,  Senator  Hollis,  so  that  it  will  suc< 
so  that  it  will  do  the  very  things  that  we  all  have  in  mind  or 
to  be  done — but  I  do  not*  believe  we  ought  to  be  misguided  by 
sire  to  minimize  the  thing  or  undignify  it,  and  thereby  destn 
very  efficacy  of  that  which  you  have  in  mind  to  do.  I  think 
should  be  dignified  institutions  in  every  case. 

I  had  worked  out  a  system  for  our  own  State,  starting  wit 
institution — a  parent  institution  of  the  State — with  a  capital  ( 
less  than  $500,000,  with  its  loan-agency  features  ramifying  thr 
out  the  State,  which  would  be  a  land-mortgage  bank  for  the  in 
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^  the  State  and  thus  find  its  own  avenue  for  the  sale  of  its  securi- 
^«8;  and  knowing  that  the  Fletcher-Moss  bill  was  being  prepared 
to  be  introduced  in  Congress,  had  no  doubt  it  would  provide  for 
90iine  central  reserve  feature  that  would  take  care  of  these  State 
Becorities.  I  have  been  studying  this  question  from  the  time  that  I 
got  this  testimony  in  my  mind,  from  the  time  I  came  back  from 
Europe,  yet  up  to  the  present  moment  I  have  not  had  any  occasion 
io  change  my  mind  in  the  matter  of  the  size  of  these  banks. 

Mr.  Jones.  May  I  ask  a  question? 

Mr.  BuiiKMiY.  If  it  is  agreeable  to  Mr.  Southgate. 

Mr.  Southgate.  It  is  entirely  so.  I  will  be  glad  to  have  anybody 
nake  any  sug^stion  at  any  time,  and  to  ask  me  any  question,  and  I 
rill  answer  it  if  I  can. 

Mr.  Jones.  I  regret  that  Mr.  Southgate  was  not  here  yesterday 
ir  he  would  have  heard  when  I  undertook  to  explain  fully  what  the 
ninority  is  recommending.  I  would  like  to  say  for  your  enlighten- 
aent,  Mr.  Southgate  was  invited  to  join  the  minority  without  seeing 
he  minority's  position,  but  he  withdrew  from  the  majority. 

Mr.  Southgate.  I  was  never  there.  I  was  never  with  the  majority, 
tmt  I  was  certainly  strengthened  in  my  view 

Mr.  Jones  (interposing).  You  left  before  they  voted,  and  there 
ptever  was  a  majority  that  voted  at  all.  While  we  dignify  it  by  call- 
DDjg  it  a  majority,  there  was  never  a  majority  that  voted  upon  it. 
Fnere  were  only  29  out  of  68  voted.  Had  the  minority  been  able  to 
Jome  before  that  commission,  as  the  majority  was,  with  its  report 
here  would  have  been  a  different  decision,  iindonbtccily. 

Mr.  Southgate  took  the  position,  in  correspondence  with  me  re- 
;arding  our  positions,  that  ne  had  just  taken  and  explained  here.  I 
m  confident  he  has  not  seen  through  what  the  minority's  report  is 
ecommending,  for  it  is  identically  what  he  is  bringing  out  now,  as 
'.  think  you  gentlemen  here  will  bear  me  out.  I  only  wish  I  could 
lave  had  an  opportunity  to  have  gone  over  this  with  Mr.  South- 
jate,  and  he  would  have  fallen  in  line  with  the  minority,  I  am 
onfident. 

Mr.  Southgate.  I  am  only  giving  these  suggestions  from  the  stand- 
Knnt  of  my  own  personal  experience  as  a  business  man  and  bank 
fficer.  There  seems  to  be  an  idea  abroad  that  anybody  that  is  a  bank 
>fficcer,  perhaps,  is  opposed  to  anything  of  this  nature  that  might 
lave  in  it  a  little  element  of  competition  of  existing  banks.  I  do  not 
hink  that.  This  is  a  new  subject  and  is  as  broad  as  the  universe, 
ind  I  do  not  think  it  will  have  any  effect  upon  existing  institutions 
n  any  sense;  and  if  it  did,  if  it  is  right  it  ought  to  obtain. 

The  next  point  I  feel  I  might  speak  of  in  connection,  in  just  a 
MiSEdng  way,  reading  the  bill,  I  think  a  great  deal  of  care  should 
)e  given — I  will  put  it  in  another  way.  The  system  can  only  be 
SBtablished  through  the  issuance  of  national  charters  and  under 
lational  supervision  of  some  form,  because  you  would  never,  as  the 
till  very  clearly  states,  reconcile  the  various  provisions  foimd  in 
he  laws  of  the  different  States,  divergent  in  every  respect  all  over 
he  land.    Therefore  it  must  be  a  national  charter. 

This  bill  further  provides  that  these  banks,  to  the  extent,  at  least, 
«f  60  per  cent  of  their  resources,  can  do  a  commercial  banking  busi- 
leBS,  and  I  do  not  think  they  should  do  so.    I  do  not  believe  it  is 
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ri^t  that  thejr  should.  I  do  not  believe  there  are  adequate  i 
Tisions  in  the  bill  that  would  take  care  of  a  general  bankiiig  bveii 
under  any  such  possibility  as  one-half  of  1  per  cent  or  of  1  per  c 
for  expenses  of  handling  and  organization. 

Senator  Hollis.  Mr.  Southgate,  you  have  had  experience  in  M 
folk,  Va.,  in  banking.  How  far  away  are  the  customers  living  i 
do  a  deposit  business  with  you  and  check  with  joui 

Mr.  SouTHGATE.  Certainly  not  more  than  within  a  radius  oi ! 
miles ;  that  is,  except  in  rare  instances. 

Senator  Hoixis.  What  I  am  getting  at  is  this :  Farmers  will  w 
to  Jmow  what  has  been  done  for  them  in  the  way  of  making  depa 
and  checking  more  easy,  and  I  happen  to  know  that  a  great  nu 
men  deposit  and  check  at  a  distance,  and  I  would  like  to  know  ij 
is  customary  in  your  vicinity  to  have  farmers  as  far  away  as  15 
20  miles  to  do  business  with  your  bank. 

Mr.  SouTHGATE.  Not  more  than  that,  because  there  is  a  local  St 
bank  everywhere  in  every  county  and  a  half  dozen  in  some. 

Senator  Houjs.  Do  you  believe  that  the  country,  as  far  as  depa 
.  and  checking  is  concerned,  is  already  tak^i  care  of? 

Mr.  SouTHOATB.  Absolutelv. 

Senator  Hollis.  That  is  what  I  wanted  to  bring  out. 

Mr.  SouTHGATE.  I  do  not  believe  it  is  necessary  to  provide  furO 
simple  commercial  facilities.  The  moment  you  do  that  and  comp 
with  the  State  banks  and  national  banka,  with  their  exjienses 
transacting  business,  and  considering  their  taxes  which  are  sinq 
enormous,  your  create  a  discrimination  that  ought  not  to  be  da 
even  for  agriculture,  because  that  is  un-American. 

Senator  Hollis.  Kindly  tell  us  right  here  how  the  national  ban 
in  Virginia  are  taxed.     What  is  the  method? 

Mr.  SouTHGATE.  They  are  taxed  upon  the  market  value  of  thi 
stock,  and  that  is  determined  by  local  sales  bonafidely  made  witl 
a  period  of  three  months  prior  to  the  assessment  for  taxation. 

Senator  Hollis.  That  is  so  clear  to  you  that  you  do  not  give 
quite  as  much  information  as  we  ought  to  have.     Your  local  assessc 
find  out  what  the  selling  value  of  your  bank  stock  is  and  assess  y 
on  that  market  value,  do  they? 

Mr.  SouTiiGATE.  Yes.  sir. 

Senator  Hollis.  So  that  you  are  paying  very  high  taxes? 

Mr.  Platt.  Is  that  personal  property? 

Mr.  SouTHOATE.  Yes :  it  is  on  personal-property  rate. 

Mr.  Platt.  The  banks  do  not  pay  it. 

Mr.  SouTiiGATE.  The  banks  pay  it  under  the  present  plan  of  tai 
tion  in  our  State,  and  the  rate  is  $1.15. 

Mr.  Platt.  That  is,  it  is  a  fixed  rate  in  the  State? 

Mr.  SouTHGATE.  No.  That  is  the  State  and  city  added  togetlw 
It  makes  $1.15  that  it  costs  the  banks. 

Mr.  Platt.  Is  that  fixed? 

Mr.  SouTHGATE.  Yes ;  it  is  fixed. 

Mr.  Platt.  I  mean  the  local  assessors  do  not  assess  you  locally? 

Mr.  SouTHGATE.  They  only  fix  the  value  to  be  assessed.  They< 
not  fix  the  de^ee  of  tax— the  units  of  tax.  That  is  fixed  by  ti 
State,  35  for  the  State  and  85  for  the  city,  making  $1.15  on  ti 
market  value  of  the  stock. 
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A.r.  PiiAiT.  The  bank  is  not  taxed  on  its  personal  property  ? 

Stfr.  SouTHGATE.  The  shareholder  does  not  pay  the  tax,  but  it  is 

td  by  the  institution  itself. 

Senator  Holus.  Are  they  not  taxed  on  the  real  estate  in  addition, 

i  bank  building? 

!kfr.   SoUTHGATE.   No. 

tfr.  Platt.  As  local  real  estate? 

Senator  Hollis.  As  local  real  estate. 

\{jr.  SouniGATB.  They  are  in  some  cases.    I  do  not  think  they  are 

our  State.    It  seems  to  me  that  there  is  a  provision  for  the  ex- 

ption  of  that,  unless  it  be  an  office  building.    If  it  is  a  bank  build- 

^  it  is  deducted  from  the  gross  amount  to  be  taxed,  but  when  it 

irs  revenue  it  is  different. 

^nator  Hollis.  It  would  be  double  taxation  clearly  if  it  were 

:ed  in  the  market  value  of  the  stock  and  then  taxed  as  real  estate, 

they  deduct  whatever  the  assessment  is  on  the  real  estate  from  the 

ire  value  of  the  assets  of  the  bank. 

tf r.  SouTHGATE.  Ycs,  sir. 

senator  Hollib.  Now,  go  on,  please.     I  wanted  to  bring  that  out 

somebody. 

Mr.  SouTHGATB.  Now,  Mr.  Chairman,  I  hope  the  committee  will 
ve  wisdom  enough  to  draw  out  of  the  various  witnesses  that  they 
U  have  before  them  some  plan  for  limiting  the  expenses  of  the 
^ration  of  these  banks  whicn  does  not  appear  in  this  bill. 
[  do  not  see  how  any  set  of  men  can  say  that  an  institution  in 
dch  there  are  a  thousand  different  ramifying  conditions  as  exist 
the  United  States  shall  be  operated  on  a  sound  basis  for  one-half 
r  cent  or  1  per  cent.    It  is  very  hard  to  determine  this  in  advance 

an  inflexible  law.  We  all,  of  course,  want  to  do  everything  we 
a  in  order  to  keep  down  the  interest  charge  to  the  borrower  and  to 

sure  that  he  does  not  pay  anything  more  than  he  can  possibly 
Ip.  That  is  the  whole  object  of  the  bill.  Yet  how  can  Congress 
Y  to  the  various  States  of  the  Union,  and  to  the  men  who  are  go- 
g  to  put  up  their  individual  money  to  run  an  enterprise  and  to 
«t  their  own  officers  and  conduct  their  own  business  under  general 
w^  that  it  shall  be  done  for  one-half  per  cent  or  1  per  cent?  If 
ere  is  a  bank  with  $500  doing  a  large  business  it  can  do  business 
r  less  than  an  overhead  charge  of  1  per  cent.  If  you  start  in 
ese  $10,000  banks  they  could  not  do  it.  It  is  physically  impossible 
dess  some  of  the  i)eople  do  like  they  did  in  the  old  time  in 
orope,  go  up  and  give  their  services  for  nothing;  that  is,  to  say 
tt  least  of  it,  very  im- American. 

Those  are  three  points  I  wanted  to  bring  out  before  you.  As  I 
dd  at  the  beginning,  I  am  not  here  at  my  own  volition;  if  you  had 
ok  summoned  me  1  would  never  have  been  here.  Yet  I  was  glad 
» have  the  opportunity  to  register  in  the  most  vigorous  form  a 
Potest  to  le^slation  organizing  these  land-mortgage  banks  with 
deqoate  capital  stock. 

Again,  I  would  not  presume  to  take  up  the  time  of  the  com- 
nttee  in  regard  to  our  experiences  in  Europe  and  what  we  have 
"Wind  there,  although  I  am  familiar  with  it.  I  was  much  interested 
l^e  land  mortgage  and  personal  credit  systems  obtaining  there. 
^WBonal  credits  is  an  exceedingly  attractive  subject.    It  is  a  won- 
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derfully  attractive  system  and  it  has  interested  me  tremend 
but  I  should  hate  to  see  it  in  any  way  confounded  with  this  si 
If  this  bill  does  not  do  anything  more  than  make  ix^ible  th 
stitutions  and  get  in  the  mind  of  the  American  public  the  n 
nificance  of  the  amortization  system  and  what  it  means  to  i 
man  provide  for  the  payment  of  his  money  when  you  loan  it 
it  will  have  accomplished  an  untold  amount  of  good. 

By  way  of  parenthesis,  and  just  for  a  moment,  look  at  thi 
industrial  urban  system  which  we  have  just  launched  in  this  < 
with  $7,000,000  capital.    It  induces  a  man  to  save,  because 
man  borrows  $200  he  signs  a  covenant  that  he  will  pay  it  ba 
specific  way. 

Senator  Hoijlis.  What  do  you  refer  to? 

Mr.  SouTHGATE.  I  refer  to  the  industrial  banks  which  hi 
been  financed  and  established  in  New  York  for  the  purp 
establishing  industrial  urban  banks  all  over  the  United  Stat 

Senator  HoiiLis.  That  is  organized  under  a  New  Yori 
charter? 

Mr.  SouTHGATB.  No;  it  is  a  Virginia  charter  loaning  mt 
units  of  $50. 

Senator  Hollis.  Is  that  the  institution  that  Mr.  Morris 
nected  with? 

Mr.  BuLKLBY.  Is  that  the  Morris  plan? 

Mr.  SouTHGATE.  Ycs ;  that  is  the  Morris  plan.  Mr.  Mor 
be  here  to-morrow. 

Mr.  Platt.  In  connection  with  the  statement  you  made  th; 
banks  should  not  be  allowed  to  take  deposits,  would  you  sav  tl 
should  not  be  allowed  to  take,  for  instance,  deposits  from  the  i 
ment  postal  savings  bank  funds? 

Mr.  SouTHGATE.  You  mean  in  order  to  have  a  liquid  fui 
which  they  could  turn  new  securities  prior  to  the  sale 
debentures  of  the  old?  What  would  they  need  it  for?  *] 
out  currently  to  earn  money  for  their  overhead  expenses? 

Mr.  Platt.  It  seems  to  me  it  might  be  well  for  the  farmer 
business  with  these  banks  to  be  allowed  to  put  some  of  their 
in  these  banks  and  have  your  provision  that  the  banks  m 
available  for  postal  funds.  If  they  are  not  to  be  allowed  to 
anv  deposits  that,  of  course,  will  have  to  be  changed  or  cut  oi 

Mr.  SouTHGATE.  My  idea  of  that  is  not  that  the  postal 
should  be  deposited  with  these  land-mortgage  banks,  out  th 
deposits  remain  with  national  banks  as  at  present,  but  make 
sible  for  national  banks  to  buy  land-bank  mortgage  bonds  to 
with  the  Treasury  as  security  for  postal  savings. 

If  you  help  to  make  liquid  this  form  of  security  by  giv 
right  to  all  these  national  banks  in  the  country  to  use  these 
ties  as  provided  for  for  different  collateral  purposes,  say  th 
savings  as  one,  you  create  a  great  avenue  at  the  outset  for 
of  these  bonds,  just  like  you  create  a  demand  for  Govern 
and  3  percents  to-day,  to  secure  circulation  under  the  old  sv^ 

Senator  Mollis.  That  was  the  suggestion  made  yesterday 
Jones,  I  believe. 

Mr.  Jones.  Mr.  Southgate  is  absolutely  with  the  minori 
does  not  know  it. 
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Senator  Hollis.  Mr.  Southgate,  when  you  speak  of  a  bank  you 
iturally  think  of  an  institution  with  plate  glass  and  onyx  columns 
Hd  mahogany  counters,  etc.,  which  is  kept  open  three  or  four  hours 
dav,  and  where  people  come  in,  deposit  their  money  and  cash  their 
leeks.  You  have  had  a  little  more  experience  than  we  have,  and 
ou  know  about  the  operation  of  a  bank.  Do  you  think  it  is  feasible 
>  have  these  land-mortgage  banks  more  like  our  building  and  loan 
tsociations  in  the  North  and  East,  run  inexpensively,  very  simply^ 
id  really  run  for  the  purpose  of  permitting  farmers  to  associate 
lemselves  together  to  get  better  credit,  and  not  run  as  a  bank  in 
e  ordinary  acceptation  of  the  term,  but  run  economically  and  open 
srhaps  one  or  two  evenings  in  the  week,  in  some  unpretentious  office^ 
here  they  have  a  safe  but  do  not  pretend  to  keep  much  or  any 
onejr,  but  where  they  do  receive  applications  for  loans,  pass  on  them 
telligently,  as  one  neighbor  will  on  another  neighbors  collateral, 
id  make  loans  up  to  the  amount  of  the  capital,  and  then  have  some 
ntral  authority  to  investigate  the  loans  and  issue  bonds  on  those 
ans  as  collateral?  Now,  have  you  in  mind  that  a  system  of  that 
rt  would  be  successful  in  this  country? 

Mr.  SouTHGATB.  That  is  a  very  far-reaching  question.  It  ramified 
two  different  directions.  It  sounds  exactly  like  the  old  Raiffeisen 
stem  in  the  early  days,  which  obtained  in  Italy  and  Germany,  but 
btich  is  obsolete  now  and  is  superseded  by  something  which  is 
tter.  Secondly,  there  is  no  such  tning  will  ever  exist^  in  my  humble 
»inion,  in  America  as  an  association  of  farmers  getting  together  to 
irrow  money  in  an  accumulative  form  on  land  mortgages.  That 
ill  distinctly  be  for  dynamic  money,  for  personal  credit  reasons, 
ich  an  idea  as  you  advance  would  enable  the  farmer  to  have  a 
operative  creamenr,  a  cooperative  tobacco  warehouse,  or  cooperative 
tton  storage  for  tne  public  utility,  which  is  paid  for  by  them  at  a 
hedule  of  rates  very  low,  yet  sufficient  to  amortize  the  loan  that 
used  it  to  come  to  pass,  and  thus  they  use  and  own  their  public 
ilities.  In  that  respect  farmers  may  coalesce  and  stand  for  per* 
nal  credit  in  those  societies  to  which  I  have  referred.  But  in  an 
sociation  of  men  mortgaging  their  land  for  a  common  fund,  I  do 
)t  believe  it  will  ever  exist  in  this  country. 
Senator  Hollis.  I  do  not  mean  that. 

Mr.  SoiTTHGATE.  You  Said  that  the  association  could  come  together 
I  make  mortgage  loans. 

Senator  Hollis.  I  was  trying  to  get  away  from  the  ordinary  bank 
lea.  Of  course  some  one,  either  the  farmers  or  those  interested, 
ould  have  to  form  an  institution  to  do  this  business,  and  you  would 
ave  to  call  it  a  bank;  but  as  a  bank  suggests  to  me  the  machinery 
have  described,  I  wanted  to  get  away  from  that.  I  suppose  the 
Ian  would  include  capital  stock,  responsibility  of  the  individual 
ouble  the  amount  of  the  capital  stock,  but  not  a  responsibility  of 
ne  farmer  for  another  farmer's  loan  by  any  means.  1  do  not  mean 
bat.  What  I  was  trying  to  do  was  to  see  if  we  could  not  do  this 
wk  and  get  away  from  the  idea  of  a  bank,  which  is  almost  neces* 
arily  the  idea  of  a  commercial  bank,  because  you  do  not  need  all 
his  machinery  if  you  are  going  to  issue  75  or  100  loans  in  20  or  80 
cars;  it  is  not  necessary  to  keep  the  bank  open  during  regular 
*nking  hours  in  order  to  do  that. 
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Mr.  SouTiiGATE.  Seventy-five  or  one  hundred  loans?    Sot  mm 
than  that? 

Senator  Hoi^lib.  The  local  association,  be  it  a  bank  or  what  nol) 
can  only  issue  $150,000  in  loans  on  $10,000  capital,  which  is  tin 
scheme  of  this  bill.    It  would  only  issue  75  or  100  loans,  and  j 
do  not  have  to  have  a  big  bank  to  take  care  of  those  loans. 

Mr.  SouTHGATE.  You  would  have  to  have  an  employee  who  woiiU 
supervise  it  and  handle  it,  and  who  would  look  after  it  and  take  cm 
of  it  in  the  system  you  speak  of. 

Senator  Hollis.  That  would  have  to  be  done  by  some  organisatkn 
which  will  be  called  a  bank,  just  as  it  is  done  in  large  estates  ol 
millions  of  dollars  that  are  handled  by  three  trustees.  They  do  Ml 
need  to  have  banking  rooms.  They  have  an  officer  with  clerks  and 
a  secretary,  and  they  are  responsible.  Directors  are  no  more  tbn 
trustees  of  the  bank's  funds,  and  they  are  charged  with  respoiuh 
bilitv  concerning  them.  I  am  making  this  suggestion  because  ifc 
has  been  made  by  various  witnesses  in  the  past  two  weeks. 

Mr.  SouTHGATE.  It  is  exactly  to  get  away  from  that  unstaUe  atoi- 
tion,  as  it  relates  to  money — that  most  difficult  of  all  commodities  ia 
the  world  to  handle  and  handle  successfully — money.  It  is  to  «t 
away  from  that  that  I  have  advocated  this  Federal  board  plan,  li 
the  first  instance,  suppose  you  had  three  or  four  or  five  affiliate! 
banks  in  every  State;  that  is,  an  average  of  that  many.  It  wooli 
only  be  about  250,  when  we  have  now  8,000  national  banks,  to  mj 
nothing  of  the  tremendous  number  of  State  bai^.  Suppose  yoi 
had  five  in  each  State,  Senator  Hollis,  you  would  not  need  a  localiied 
$10,000  organization  to  make  the  facilities  of  your  sectional  bank 
ready  for  the  use  of  the  farmers ;  but  in  a  radius  of  50  or  75  or  100 
miles,  with  a  bank  attached,  you  would  have  your  loan  agencies, 
which  are  suggested  by  this  bill,  to  go  out  and  censor  loans,  to  pass 
upon  the  validity  of  the  tax  assessments,  in  connection  with  it,  its 
assessed  value,  etc.,  to  see  that  the  loan  is  conservatively  made  and 
brought  into  this  institution,  and  have  only  just  five  institutions 
through  the  State.  These  land-mortgage  banks  would  have  the  bene- 
fit of  the  lowest  rate  of  interest  consistent  with  existing  financiil 
conditions,  and  would  make  a  market  for  the  sale  of  these  bonds,  ts 
they  do  now  in  Europe,  but  which  they  did  not  use  to  do  when  they 
used  to  make  mortgages  and  market  them  the  best  way  they  could; 
but  that  is  all  obsolete  now. 

My  experience  has  been  that  the  man  seeks  the  institution  pretty 
yapidly,  and  you  do  not  have  to  provide  too  many  facilities  to  mab 
a  man  borrow,  and  it  does  not  have  to  be  too  handy,  and  you  do  not 
have  to  have  all  these  little  institutions  to  make  it  a  success* 

Senator  Hollis.  Is  it  your  plan  to  have  the  central  institudwB 
one  in  a  State,  or  one  in  a  large  district,  or  five  in  the  State  and  thflJ 
do  the  business  through  branches  ? 

Mr.  SouTHGATE.  No.  I  outlined  it  in  the  beginning.  Followinf* 
as  I  explained,  slightly,  your  new  currency  system,  to  have  this  Feo- 
eral  board  in  Washington  to  consist  of  tfiese  five  men,  and  have  ^ 
assessment  against  the  afiiliated  banks  for  a  small  amount  of  their 
capital  to  make  this  central  guaranty  fimd  and  justify  the  Gov- 
ernment in  guaranteeing  these  bonds  without  its  touching  the  Gov- 
ernment's fimds  to  do  it,  and  then,  as  I  said,  if  you  wanted  y<wr 
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gional  banks,  say  12  in  number,  in  the  various  agricultural  sec* 
3ns,  all  right,  but  if  not,  let  these  five  banks  in  each  State  affiliate 
ith  the  Federal  board  direct,  and  cut  out  the  regional  banks  in  order 
►  prevent  any  red  tape  or  any  more  ramifying  system,  and  make 

as  plain  and  simple  as  possible.  Perhaps  it  would  be  a  good  idea  to 
it  those  aflSliated  banks,  only  240  in  number,  if  there  were  five  in 
ich  State,  affiliate  with  the  central  reserve  board  and  pass  up  every 
Lortgage  'to  that  board  that  it  might  be  issued  through  that  board, 
Qd  have  the  approval  or  stamp  of  the  Government  on  it,  which 
ould  give  it  standing  everywhere.  If  you  had  these  five  banks  in  each 
tate  you  certainly  would  not  need  the  little  institutions  such  aa 
ou  suggest.  That  idea.  Senator,  is  an  absolutely  practical  ideA 
hen  it  comes  to  personal  credit  short-time  loans,  but  not  for  the 
vpothecation  of  that  which  the  farmer  has  for  years  worked  to 
3tain.  "I  will  never  put  a  mortgage  on  it,"  says  the  average 
inner,  "  fot  the  benefit  of  anything  or  anybody  else  except  my  own 
iirposes."    They  are  entirely  two  different  things. 

Senator  Hollis.  There  will  be  a  reluctance  to  discard  the  local 
ttowledge  and  the  local  help  which  you  may  get  out  of  some  sort 
P  small  local  institutions.  It  may  be  wise  to  do  it — I  am  not  cer- 
in  as  to  that  But  you  will  find  that  a  great  many  of  the  members 
f  this  committee  feel  we  ought  to  get  all  that  local  supervision 
id  help  that  it  is  possible  to  get. 

Mr.  SouTHGATE.  It  might  be  that  you  can  get  a  plan  whereby  that 
>cal  conmiittee  could  pass  upon  the  validity  of  the  loan  value  of 
le  land,  and  all  that,  and  pass  it  up  without  being  an  institution 
ith  capital  stock  to  manage,  which  could  not  be  done  except  on  a 
iisiness  basis.    That  would  possibly  be  a  feasible  plan. 

Mr.  Platt.  You  do  not  think  it  would  be  possible  to  have  a  co* 
perative  bank? 

Mr.  SouTHGATB.  Not  in  mortgages. 

Mr.  Platt.  You  said  the  farmers  never  would  combine.  In  New 
^ork  State  there  are  the  building  and  loan  associations  which  are, 
3  a  matter  of  fact,  cooperative  associations  among  the  farmers. 

understand  there  are  a  number  of  them  in  such  small  towns  that 
lere  is  practically  no  town  loaning  and  no  town  people  in  the 
Bsociations. 

Mr.  SoTTTHGATE.  Do  a  dozen  farmers  mortgage  their  lands  for  a 
tmmon  fund?  That  is,  cooperation  in  the  matter  of  land  mort- 
ages. 

Mr.  Platt.  The  building  and  loan  associations  do  not. 

Mr.  SoxjTHGATE.  That  is  cooperation  in  the  sharing  of  profits,  but 
lot  in  the  matter  of  mortgaging  the  lands.  They  will  not  mort* 
;age  their  lands  except  for  their  own  individual  loan,  to  build  a 
>am  or  a  house  or  buy  land.  The  old  Reiffeisen  system  used  to  be 
>ne  under  which  it  was  contemplated  that  five  farmers  would  hypoth- 
icate  their  land  for  50  per  cent  of  its  value,  and  hold  the  funds  in 
I  common  fund  for  the  common  good. 

Mr.  Platt.  Farm-land  bank  cooperation  is  not  in  the  sense  of 
iability,  but  it  is  a  cooperative  bank  as  far  as  both  borrowers  and 
Bvestors  are  concerned. 

Mr.  SoftJTMGATE.  The  point  we  are  trying  to  discuss  iis  ctafrtitftunity 
>f  interest  in  the  borrowing — five  men  put  mortgages  on  their  flve 
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farms  for  the  benefit  of  some  central  good.  It  is  not  done  in  this 
country,  I  believe,  anywhere,  at  least  not  in  the  United  States  in 
an^  place  where  the  highest  measure  of  cooperation  is  developed, 
which,  I  think,  perhaps,  is  in  Minnesota. 

Mr.  Platt.  "  For  the  benefit  of  some  central  good  " — do  you  mem 
by  that  for  the  issuing  of  bonds,  for  instance? 

Mr.  SouTHGATE.  For  the  issuing  of  some  individual  commuiut^ 
use.  If  you  will  read  the  history  of  the  Reiffeisen  banks  you  wiU 
^d  that  is  the  way  they  first  started. 

Mr.  Platt.  They  were  amortization  personal-credit  banks? 

Mr.  Southgate.  No;  it  was  the  land-inortgage  feature  attached 
to  the  personal-credit  association. 

Mr.  Flatt.  The  mortgages  were  placed  for  the  purpose  of  guar- 
anteeing credit  rather  than  for  purely  mortgage  purposes. 

Senator  Hollis,  as  I  understood  him,  undertook  to  draw  out 
from  you  an  opinion  ^s  to  whether  you  did  not  think  it  was  pos- 
sible to  run  these  small  $10,000  banks  as  building  and  loan  associa- 
tions are  run,  without  any  overhead  charges  to  speak  of,  with  one 
man  as  secretary  at  $300  a  year,  perhaps,  and  with  the  office  open 
once  or  twice  a  week.  Why  could  that  not  be  done?  I  do  not  thmk 
you  fully  answered  the  question.  You  said  that  these  little  banb 
would  have  pretty  high  overhead  charges  and  the  big  banks  would 
be  run  with  very  much  less  overhead  charges.  I  do  not  think  thai 
is  correct. 

Mr.  Southgate.  With  less  overhead  charge;  less  charge  on  the 
basis  of  its  earnings.  For  instance,  suppose  a  bank  was  limited  to 
I  per  cent  of  the  business  it  did,  and  it  had  a  capital  of  $300,000; 
do  you  hot  think  it  could  do  business  at  a  lesser  rate  than  one  that 
had  a  capital  of  $10,000  on  its  overhead  charges? 

Mr.  Platt.  I  am  not  so  sure  about  that. 

Mr.  Southgate.  Of  course  it  would.  That  would  be  denying  the 
economy  of  large  endeavor. 

Mr.  Platt.  But  the  large  bank  has  to  have  the  banking  house, 
possibly  with  the  onyx  columns  and  all  that  sort  of  thing,  but  the 
small  bank  does  not  have  to  have  anything  but  a  little  space  to 
transact  business,  and  they  could  keep  open  one  night  a  week  or 
maybe  one  or  two  nights  a  month.  Why  should  it  have  any  ex- 
penses at  all. 

Mr.  Southgate.  Another  reason  why  that  is  absolutely  imp^a^ 
tical  in  our  country  is  that  we  do  not  have  the  community  interest 
among  the  farmers  here  that  they  have  in  Europe,  where  the  average 
farm  is  20  acres,  where  everybody  is  together,  where  everybody  lives 
in  the  village  and  goes  out  to  the  farm  every  morning  and  comes  back 
in  the  evenmg.  That  is  an  altogether  different  situation.  ^Vhen  yon 
come  to  a  question  of  finance  in  which  vou  expect  other  people  to 
participate  you  have  got  to  get  away  from  every  phase  of  senti- 
mental reason  or  feeling  this,  that,  or  the  other  way.  Unless  it  isoo 
an  absolute  business  basis  it  will  not  be  a  success.  I  do  not  beliew 
the  borrowing  and  lending  of  money  ought  to  be  done  on  any  other 
basis. 

If  there  are  no  other  questions,  I  will  leave  the  testimony  with 
those  three  points  that  I  wished  to  give  you,  which  I  have  brought 
out. 
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ATEMEHT  OP  W.  B,  DOAK,  OP  CUPTON  STATION,  VA. 

tor  Hoi-Lis.  Mr.  Doak,  will  you  please  state  your  full  name 
3o  state  where  you  live? 
Doak.  W.  B.  Doak,  Clifton  Station,  Va. 
itor  Houjs.  And  what  is  your  occupation? 
Doak.  Farmer;  representing  the  Northern  Virginia  Farmers' 
te. 

itor  HoLUS.  The  Northern  Virginia  Farmers'  Institute?  Just 
what  the  institute  is,  so  we  will  understand. 
Doak.  The  institute  is  an  association  of  farmers  in  that  State, 
meets  monthly,  and  is  the  oldest  in  the  State, 
ill  begin  by  outlining  my  position  on  the  banking  question, 
g  a  httle  personal  experience.  I  can  remember  when  as  the 
er  of  the  Burke's  Garden  Cattle  Co.  I  got  a  statement  from  the 
)f  Princeton,  W.  Va.,  giving  notice  of  a  note  for  $30,000,  and 
ce  a  new  note.  It  was  for  another  cattle  company  of  a  very 
•  name.  •  Now,  that  brings  out  an  idea.  The  man  who  bor- 
that  money,  by  the  way,  has  succeeded  in  accumulating  some 
or  50,000  acres  of  land  within  the  short  space  of  one  lifetime 
it  we  conceive  to  be  special  privilege  in  the  matter  of  borrow- 
mey.  He  got  that  money  outside  the  State.  Now,  suppose  a 
'  like  myselfj  with,  say,  300  acres  of  land,  went  over  to  that 
n  West  Virginia  and  asked  for  $200  or  $3(X),  an  equal  amount 
portion;  he  would  get  no  money.  The  cashier  would  say  he 
t  know  me  personally  and  did  not  know  anybody  that  I  knew, 
ivould  not  get  the  money.  It  brings  out,  as  I  see  it,  one  of  the 
s  of  our  present  system  of  financing  land.  In  other  words,  it 
y  consisted  of  a  "  restriction  of  credits  and  concentration  ol 
as,  I  believe.  President  Wilson  put  it. 

average  farmer,  small  farmer,  is  practically  unable  to  finance 
orations,  yet  he  has  to  operate,  and  he  must  go  to  an  agent 
ly  5  per  cent  for  the  use  of  the  money  two  or  three  years  on 
that  are  practically  impossible.  A  mortgage  can  not  be  paid 
two  or  three,  or  even  five  years,  as  people  are  well  aware, 
,  a  second  experience  I  am  just  going  to  relate.  Two  brothers 
if t  $40,000.  Not  a  very  large  amount,  still  it  is  right  handy  to 
hat  much  given  you.  Of  one  man's  money,  $25,000  is  in  the 
jtock — a  controlling  interest,  by  the  way — and  the  rest  in  a 
a  $15,000  farm.  Tne  other  brother  got  a  $40,000  farm,  about 
res.  People  say  they  started  in  life  on  an  equal  basis,  but  if 
irants  to  borrow  money  to  stock  that  farm,  buy  hogs,  cattle, 
and  horses,  and  buy  equipment  to  run  it,  and  he  goes  to  C.  B. 
row  the  money^  and  he  is  told,  "  You  must  put  up  collateral 
t  somebody  to  indorse  your  note;  vour  land  is  not  good  at  the 
we  can  not  loan  you  money  on  it ;  but  if  you  get  the  money  we 
ive  to  let  you  have  it  for  only  30,  60,  or  90  days."  Will  will 
[  can  not  do  that  in  30,  60,  or  90  days;  I  can  not  turn  my  crop 
1  my  stock  in  that  length  of  time."  There  are  billions  of  dol- 
.  bank  deposits  handled  thus;  in  this  case,  between  $300,000 
00,000.  That  bank  runs  about  $400,000  in  deposits  and  about 
ne  in  loan  and  discount.    In  other  words,  C.  B.  got  this  money 
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from  the  community,  for  which  he  gave  no  security  and  on  which  kic 
paid  neither  interest  nor  taxes. 

Now,  that  is  the  way  it  looks  to  a  farmer.  It  certainly  does  iMi 
prove  to  me  that  we  are  getting  a  square  deal  up  to  the  present  tintt. 

Mr.  Platt.  Do  you  mean  to  say  that  some  people  who  borroi 
money  from  the  bank  do  not  pay  interest  on  it? 

Mr.  DoAK.  No,  sir.  This  bank  has  been  known  to  take  out  12  per 
cent  in  advance.  I  said  that  the  banker  got  his  money  without  pay- 
ing  interest.  At  that  time  the  bank  did  not  pay  any  interest.  They 
do,  I  think,  now.  They  have  to  pay  some  interest  on  time  deposits; 
but  at  that  time  they  paid  neither  interest  nor  taxes,  nor  gave  any 
security.  The  other  brother,  the  farmer  brother,  had  to  furnish  collat- 
eral or  personal  indorsement,  and  that  made  it  practically  impotssiUe 
for  him  to  get  sufficient  money.  There  is  a  condition  of  affairs  that  is 
leading  to  ruin  to-day.  Land  is  being  depleted  and  abandoned  rapidly 
in  Virginia,  with  the  exception  of  the  holdings  of  a  few  very  wealthy 
men  who  have  bought  and  improved  land  close  to  the  towns  and 
cities  along  the  electric  lines  which  is  gaining  rapidly  in  value.  Thwi 
is  possibly  50  per  cent  more  land  being  impoverished  in  Virginia  than 
improved.  Now,  you  need  not  take  my  word  for  it;  you  can  ride  id 
and  down  the  railroads  and  in  the  country,  riding  by  and  see  it,  and 
you  will  see  that  things  are  getting  bad,  and  things  are  getting  wone 
and  not  getting  better,  but  getting  worse,  and  you  can  see  that  our 
country  is  very  poorly  financed.  You  can  look  at  it  from  the  two 
ways.  Take  our  two  adjoining  counties  across  the  Potcwnac  River— 
Prmce  William  and  Fairfax.  As  a  matter  of  fact,  Fairfax  Countj 
has  260,000  acres  of  land  and  Prince  William  County  has  220^ 
acres  of  land.  And,  by  the  way,  the  president  of  our  rarmers'  insti- 
tute is  also  president  of  the  leading  bank.  We  often  have  a  friendly 
argument  over  this  question.  I  teu  him,  "  You  need  not  try  to  mate 
me  believe  vou  have  got  plentv  of  money.  There  vou'have  got 
$600,000  in  three  banks  in  Prince  AVilliam  County.  That  is  less  thin 
$3  an  acre.  If  all  the  monev  were  loaned  to  the  farmers  it  would 
be  less  than  $3  an  acre."  The  English  tenant  is  expected  to  have  $50 
an  acre  to  equip  the  farm  he  rents  with  live  stock  and  machinery. 
We  have  written  our  own  condemnation  on  the  landscape — bush- 
grown,  gully-worn  fields. 

Mr.  Platt.  Where  do  the  deposits  come  from  in  this  bank?  Do 
they  come  from  the  farmers? 

Mr.  DoAK.  Largely ;  yes,  sir.  I  am  not  a  banker.  I  would  oat 
undertake  to  say  very  much  about  it,  but  that  would  be  my  ia- 
pression. 

Mr.  Platt.  If  the  farmer  has  deposits  in  the  bank,  can  he  grt  i  ^ 
loan? 

Mr.  DoAK.  Oh,  yes.  I  have  always  been  able  to  borrow  a  littk 
money. 

Mr.  Plait.  Do  you  think  that  it  would  be  good  banking,  and  wooH 
it  be  safe,  for  a  banker  to  loan  money,  for  instance,  to  a  man  who  hii 
nothing  on  deposit? 

Mr.  DoAK.  I  am  not  a  banker.  Of  course,  I  will  admit  that  d* 
not  look  like  good  business. 

Mr.  Platt.  Is  that  not  largely  the  real  trouble  among  the  fa* 
ers — that  they  do  not  do  business  with  the  banks  at  all,  consequently 
when  they  come  to  ask  for  loans  the  bank  has  no  way  of  knotring 
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t  they  save  or  whether  they  ever  do  save  anything,  consequently 

pretty  dangerous  business  to  loan  other  people's  money  to  men 

had  shown  no  capacity  to  handle  money. 

r.  DoAK.  He  offers  personal  credit  or  surety,  which  they  usually 
ire.  That  is  not  the  main  point  we  are  driving  at,  however.  I 
?oing  to  state  that  when  I  went  ta  the  State  Farmers'  Institute, 
Mchmond,  I  was  astonished  to  hear  Dr.  Coulter — who  is,  I  be- 
i,  secretary  of  this  commission — talk  this  matter  over;  and  he 
T  mentioned  a  farm-land  bank.  He  discussed  the  credit  union, 
eems  to  me  that  the  credit  union  is  not  anything  like  so  well 
;d  to  Virginia  conditions. 

y  the  way,  I  happen  to  come  from  the  stock- farming  section  of 
pnia,  and  I  expect  I  know  about  Virginia  conditions  as  well  as 
b  any  man,  farmer  or  banker  either,  certainly  from  that  standpoint 
11  cattle  or  sheep  almost  all  over  the  State,  and  have  lived  east 

west  of  the  mountains,  hence  I  feel  like  I  am  reasonably  well 
ified  to  represent  the  farmers  before  this  meeting.    They  have 

willing  to  trust  me  with  the  job,  anyway. 
I  regard  to  the  credit-union  system,  we  have  a  rather  old,  worn 

while  our  section  is  a  comparatively  new  community,  namely, 
lers  are  moving  in  and  out  all  the  while.  That  is,  we  are  not 
i  to  each  other,  and  in  that  respect  are  not  like  Germany.  We 
not  that  kind,  in  fact — not  that  the  men  would  not  trust  each 
r  at  all,  but  they  would  not  indorse  promiscuously,  as  Germans 
1  credit  unions — but^  as  I  understand  this  farm-land  bank  propo- 
n,  a  man  puts  up  his  land  for  the  money  he  gets;  and  it  seems 
le  it  is  eminently  suited  to  agricultural  conditions  here.  As  for 
operation  of  the  bank,  I  do  not  know  what  the  difficulties  along 

line  would  be;  but  take  our  case  particularly,  why  could  not  this 
ident  of  the  national  bank  there — it  seems  that  was  mentioned — 
act  as  president  of  our  farm-land  bank  ?  He  seemed  very  much 
•ested  in  the  proposition,  and  is  trying  to  develop  it.  I  see  no 
3n  why  it  could  not  be  worked  very  economically.  We  certainly 
show  a  great  many  of  our  city  friends  all  the  way  around  the 
k  when  it  comes  to  running  an  insurance  business.  We  have  a 
5  farmers'  mutual  up  there  in  I^udoun  County — ^Waterford — 
*h  I  suppose  writes  as  much  insurance  as  most  any  concern  in 
pnia.  They  are  very  close.  They  do  not  spend  any  money.  A. 
id  of  mine — their  local  agent — ^told  me  the  other  day  that  they 
Id  not  even  let  him  have  a  blotter  when  he  asked  for  it.  [Laugh- 
But  we  are  doing  the  business,  and  we  are  insuring  property, 
putting  a  lot  of  city  people  out  of  business,  for  the  very  simple 
3n  that  their  overhead  charges  are  entirely  too  large.  They  are 
►nd  reason, 

jnator  Hollis.  You  have  given  us  some  very  valuable  informa- 
.    Do  you  find  that  your  farmers  are  able  to  run  the  machinery 
lat  insurance  company,  and  run  it  economically  and  successfully? 
r,  DoAK.  We  have  for  a  great  many  years, 
mator  Holms.  Have  you  had  any  losses  ? 

r.  DoAK.  Oh,  yes;  they  have  paid  a  great  many  losses.  I  am  not 
nsurance  man,  but  I  know  I  insure  with  them,  and  know  the 
g  has  been  going  on  there  for  a  great  many  years. 
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Senator  Hollis.  Who  are  the  men  who  run  that  insurance  ooi 
pany?    Are  they  farmers,  or  are  they  men  of  business  experienoel 

Mr.  DoAK.  Practically  all  of  them  are  farmers.  It  is  run  up  IIhi 
in  the  county  3  or  4  miles  from  a  railroad,  even. 

Senator  Houlis.  You  find  that  men  are  willing,  for  the  sake  of  II 
community,  to  contribute  more  or  less  of  their  time  to  an  assoditk 
of  that  sort? 

Mr,  DoAK.  Yes,  sir ;  they  are  actually  doing  it. 

Senator  Hollis.  Have  you  been  able  to  run  anything  in  the 
of  a  cooperative  creamery  or  a  cooperative  selling  agency,  or  anythil 
of  that  kind?  *  ~ 

Mr.  DoAK.  Well,  I  could  not  say  that  we  have  in  the  way  tl 
would  be  extensive  enough.  We  are  selling  some  few  products,  ji 
in  a  small  way,  but  we  have  no  regpular  organization  in  that  p 
ticular  line.    We  have  not  done  anything  worth  while. 

Senator  Hollis.  You  have  heard  the  proposition  as  stated  h 
this  morning,  and  do  you  believe  that  the  farmers  and  other  men 
property  in  your  vicinity  would  take  enough  interest  in  a  bank  wf ' 
would  help  them  place  their  loans  at  a  less  rate  of  interest  to 
scribe  to  a  substantial  capital,  and  do  the  work  without  large  sakiifl 
if  they  were  riven  the  opportunity? 

Mr.  DoAK.  Yes,  sir;  I  think  so;  but  I  would  object  to  the  huiiad 
idea  of  a  lar^e  capitalization.     I  should  think  that  $10,000  as 
minimum  would  be  about  right  to  start  with. 

Senator  Hollis.  If  you  nave  small  local  banks,  of  course,  tlM 
would  have  to  have  small  capital.    Mr.  Southgate's  idea  was  that  i 
was  better  to  have  a  few  large  banks  with  large  capital,  so  that  thi 
would   command   the  confidence   of  the  investor   and   have  thenii 
through  their  agents,  serve  the  different  communities. 

Mr.  SouTHGATE.  And  have  these  banks  under  Government  supe^ 
vision,  so  as  to  prevent  the  possibility  of  overreaching,  or  anything 
else  that  would  come  by  reason  of  large  capital  stock  by  which  tha 
farmer  would  be  held  down  by  the  Grovernment. 

Senator  Hollis.  You  see,  Mr.  Doak,  there  are  those  two  schoofc 
of  thou^jht.  One  is  to  have  a  small  institution  with  a  local,  intinwte 
knowledge  of  the  properties  that  are  offered  as  security  for  loans,  ibI 
work  up,  possibly,  to  a  central  organization ;  the  other  having  stronft 
large  institutions  which  will  reach  out  locally  and  do  the  businfift 
You  see,  there  are  those  two  schools.  ^Vhich  of  those  two  schools  d» 
you  think  the  farmers  of  your  vicinity  would  prefer? 

Mr.  DoAK.  I  should  think  they  would  deciaedlv  prefer  somethinf 
in  the  nature  of  this  Fletcher-Moss  bill.  In  the  first  place,  it  codmI 
down  to  the  local  organization  anyway,  does  nt  not?  A  bank  rt 
Richmond  would  not  loan  $5,000  on  my  farm  or  $10,000  on  my  fina 
without  some  local  man  to  value  it,  would  it? 

Mr.  SouTHGAi-E.  They  would  eventually  send  their  agent  down  to; 
you,  and  you  would  have  to  stand  whatever  expense  there  was  ifc* 
tached  to  that. 

Mr.  DoAK.  If  they  did  send  their  a^nt  would  he  be  competent  to  j 

gut  a  rational  value  on  that  farm — if  they  sent  their  agent  fro« 
Richmond  down  there?     Would  not  the  rarmers,  in  other  words,! 
right  there  on  the  job,  who  know  that  land,  be  in  better  position  to ' 
put  a  rational  value  on  that  farm  and  say  how  much  it  was  worth  f 
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Cr.  SouTHOATB.  That  would  be  contrary  to  every  precedent  of  ordi- 
y  banking.  Do  you  believe  a  man  would  like  to  borrow  money 
n  a  bank,  50  per  cent  of  whose  officers  were  men  who  own  farms? 
1  take  five  farmers,  they  have  an  exalted  opinion  of  their  land. 
it  would  not  be  sound  banking.  You  would  have  to  have  a 
Lciary  agent,  as  provided  for  by  that  bill  to  do  that  very  thing,  a 
soring  agent,  to  determine  from  the  basis  of  assessment  and  all 
Br  thm^,  the  last  sales  of  real  estate,  and  all  other  methods  that 
f  would  have  of  obtaining  value. 
[r.  Platt.  If  the  local  organization  was  made  up  of  farmers  who 

their  capital  stock  in  the  bank  and  their  money  at  stake,  they 
ht  be  a  little  conservative,  I  would  think,  in  estimating  what 
r  would  loan. 

It.  Southgate.  They  are  cooperative,  you  see,  to  the  extent  of 
mited  liability,  to  the  extent  they   would   have  to  limit  the 

tal 

jr.  Pi^TT  (interposing).  Every  corporation  is  cooperative  any- 

to  some  extent. 

jr.  DoAK.  Mr.  Southgate  was  tending  to  leave  the  impression  that 
avoiding  the  small  banks,  the  local  organizations,  he  would  re- 
)  expenses.  It  seems  to  me  that  it  womd  not  do  that,  because  it 
Id  eventually  have  to  be  brought  down  to  the  community,  and 
i  would  be  expensive.  We  farmers  could  do  quite  a  bit  of  busi- 
.  without  spending  any  more  money  than  the  expert  Mr.  South- 
j  would  send  down  from  Richmond  would  on  one  trip.  We  do 
spend  money  so  foolishly  as  some  city  men  do.  I  am  quite  sure 
•e  would  not  be  any  savings  there  in  time  to  come, 
[r.  Platp.  Would  you  say  that  most  of  the  farmers  are  willing 
mortgage  their  land  ? 

[r.  DoAK.  Mr.  Southgate  also  left  the  impression  that  farmers 
dd  not  mortgage  their  land.    At  our  last  meeting  one  of  the  oldest 

one  of  the  oest  farmers  in  Prince  William  County — and  by  the 
r,  he  is  not  earring  a  mortgage  now — said  that  it  this  bill  was 
sed  he  would  borrow  money ;  he  would  mortgage  that  farm, 
[r.  Southgate.  You  must  have  misunderstood  there. 
[r.  Platt.  I  would  like  to  go  into  that  a  little  further.    You  say 
las  no  mortgage  on  his  farm  now  ? 
[r.  DoAK.  No. 

[r.  Platt.  What  would  he  do  with  the  money  ?  Does  he  need  it 
ihe  farm? 

[r.  DoAK.  I  would  not  undertake  to  say  just  what  he  would  do. 
is  a  man  of  good  judgment.  I  do  not  think  he  would  throw  the 
ley  away.  I  do  not  know  exactly  what  all  his  plans  are,  but  I 
gme  he  would  probably  lime,  fertilize,  and  seed  some  fields  to 
3S.  He  might  buy  some  live  stock,  and  there  are  many  things 
irmer  might  buy.  You  see,  we  are  very  poorly  stocked.  New 
land  is  carrying  one  sheep  to  every  2|  acres,  and  we  are  carrying 

than  one  sheep  to  100  acres  in  our  county.  I  am  more  familiar 
b  figures  on  sheep,  but  our  other  industries  stand  in  about  the 
le  proportion.    That  proves  how  much  we  lack  of  being  stocked 

U  shows  how  pitifully  inadequate  our  present  banking  facilities 
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Mr.  Platt.  If  you  had  credit  facilities  at  not  too  high  a  ml 
interest  you  could  easily  use  the  money  to  advantage  in  conda( 
your  farm? 

Mr.  DoAK.  To  be  sure.  We  could  use  the  money  to  advani 
Hundreds  of  thousands  of  acres  of  land  in  Virginia  are  absolc 
abandoned,  with  not  a  head  of  stock  of  any  kind  on  it. 

Mr.  Platt.  This  particular  farmer  you  spoke  of,  the  man  who 
no  mortgage  now ;  what  would  you  say  from  your  own  judgmei 
to  whether  he  could  profitably  mortgage  his  farm  and  use  the  moi 

Mr.  DoAK.  Yes,  sir;  I  think  he  could  use  some  money  to  g 
advantage. 

Mr.  I^UTHGATK.  Would  that  assist  in  really  getting  a  larger 
duction  and  lowering  the  cost  of  living?     That  is  the  fun£m€ 
principle  of  this  whole  thing,  to  aid  production  and  make  more  li 
the  securities  which  the  farmer  has. 

Mr.  DoAK.  We  certainly  could  not  raise  sheep  or  cattle  or 
without  putting  them  on  the  land,  could  we? 

Mr.  SouTHGATE.  What  rate  of  interest  do  these  farmers  ha^ 
pay  there  now? 

Mr.  DoAK.  You  can  hardly  get  money  now — the  ordinary 
you  know — without  paying  5  per  cent. 

By  the  way,  he  spoke  against  this  relief  from  taxation  as  I 
unjust  taxes  on  the  banks.  He  does  not  know  a  thing  in  the  ^ 
about  unjust  taxes.  Consider  new  settlers  or  young  farmers 
undertake  to  buy  land:  when  they  dome  in  they  have  to  pay  a  t 
or  a  half  down,  as  the  case  may  be,  and  are  assessed  on  the  < 
one-half  or  two-thirds.  They  are  made  to  pay  two  or  three  I 
as  much  taxes  as  they  are  worth.  There  is  no  justice  in  it  what 
counting  both  Federal  and  State  income  taxes.  Thus  the  y* 
farmer,  struggling  to  improve  an  old  farm  worth  $5,000  to  $iC 
is  forced  to  pay  more  money  to  support  the  Government  thar 
fellow  with  a  net  cash  income  of  $5,000  a  year,  although  nine  t 
out  of  ten  for  the  first  five  years  on  the  farm  he  has  no  real  inc 
All  he  can  possibly  make  is  used  up  in  improvements.  T«  it 
wonder  people  leave  the  land?  That  would  be  relieved,  profe 
by  this  bill  making  land  bonds  exempt.  They  would  get  the  m 
cheaper  by  this  bill. 

Mr.  Platt.  Do  they  have  to  pay  a  commission  every  tiim 
mortgages  are  renewed  ? 

Mr.  DoAK.  Yes;  practically  the  lawyers  get  the  money,  you  k 
Maybe  the  bank  gets  the  money.  In  our  case  this  gentleman  I 
son  who  is  a  lawyer,  who  loans  money  and  gets  the  commissic 
5  per  cent.  The  money  may  come  out  of  the  oanks  for  all  we  1 
but  the  farmers  have  to  pay  5  per  cent  extra  by  way  of  commi 
besides  other  fees. 

Mr.  Platt.  If  you  had  credit  facilities  at  not  too  high  a  rate  c 
terest  you  could  easily  use  the  money  to  advantage  in  condii 
your  farm.  Would  you  consider  a  5  or  6  per  cent  interest  rate 
if  it  was  a  straight  rate,  and  there  was  not  anything  added  to 
the  way  of  commission? 

Mr.  DoAK.  It  seems  to  me  to  be  high  compared  with  other  < 
tries  in  Europe. 

Mr.  SouTHGATB.  You  Said  that  gentleman  you  spoke  of  i 
put  a  mortgage  on  his  farm  if  this  bill  became  a  law.    Wh) 
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reckon  he  would  get  that  money  for?    What  rate  to  you  have 
nind  that  he  would  have  gotten  now?    Just  take  the  actual  case. 
le  should  put  a  mortgage  on  his  farm  under  this  bill,  if  this  bill 
vne  a  law,  what  rate  of  interest  would  he  pav  ? 
ir.  DoAK.  Under  this  bill? 
4r,  SouTUGATE.  Yes. 

Ar*  DoAK.  Well,  I  should  presume  he  did  not  think  it  would 
«ed  6  per  cent 

kir.  SoTJTHOATE.  Then,  he  would  only  be  benefited  to  the  extent 
Uie  commission? 

Ifr.  DoAK.  Yes;  so  far  as  interest  goes. 
Ilr.  SoxTTHGATE.  Is  that  all  the  benefit  it  would  be  to  him  ? 
|ir.  DoAK.  No.    I  understand  this  bill  provides  for  a  36-year  loan, 
nit  not? 

A.  very  distinct  advantage  furnished  by  the  Fletcher-Moss  or  simi- 

!  farm-land  bank  proposition  over  our  present  private  farm-mort- 

ge  business  is  that  it  prevents  personal  feelmg  in  the  matter. 

me  lenders  are  very  kind  and  considerate.     On  the  other  hand, 

^ny  succeed  in  makij^g  themselves  and  their  mortgages  exceed- 

fly  offensive.     Instances  arise  in  which  the  borrower  is  known 

have  been  intentionally  and  maliciously  crippled  in  his  credit 

otherwise  injured  to  enable  the  creditor  or  his  friends  to  acquire 

large  and  desirable  place  at  ^eat  sacrifice  by  foreclosure.     You 

a  readily  see  how  this  necessity  of  having  loans  renewed  every 

IT  years  places  a  very  powerful  weapon  in  the  hands  of  the  people 

ho  lend  money.    It  has  a  particularly  disastrous  effect  upon  farmers, 

|Mse  the  farmer's  place  of  business  is  also  his  home.    It  disturbs 

t  rooftree,  the  unit  and  very  foundation  stone  of  democratic  insti- 

ions.    That  is,  to  make  the  point  perfectly  clear,  no  purchaser 

larm-land  bank  bonds  could  say  he  held  a  mortgage  or  trust 

linst  any  particular  farm  and  farmer.     Anything  he  might  do 

disparage  one  would  work  against  all  and  prove  of  no  particular 

tefit  to  him.     Hence  temptation  to  disparage  any  is  removed. 

iia  difference  alone,  while  quite  impossible  to  reduce  to  figures, 

Md  jastify  the  borrower  in  paying  considerably  more  to  get  a 

rm-land  bank  to  carry  his  loan. 

All  who  have  lived  in  the  coimtry  realize  how  frequently  oppor- 
lities  offer  by  which  men  with  influence  may  render  the  fanning 
erations  of  any  particular  farmer  unprofitable.  Namely  his  taxes 
jy  be  raised  arbitrarily,  personal  credit  denied  at  the  bank,  dealers 
fuse  to  handle  his  stock  or  crop  at  a  fair  price,  his  road  or  outlet 
public  road  may  be  rendered  practically  impassable,  or  outside 
berference  make  it  almost  impossible  to  get  along  with  neighbors 
help. 

We  consider  this  matter  of  rural  credits  of  infinitely  more  consc- 
ience to  the  country  than  agricultural  extension,  vccational  train- 
g,  or  any  other  system  of  lecturing  farmers.  Is  it  not  really  ab- 
W  to  presume  that  to  put  an  inexperienced  student  in  a  county, 
d  have  him  dispense  cheap  advice— always  stale  and  often  mis- 
idiD^—will  effect  any  appreciable  uplift  in  American  agriculture? 
Mr.  Platt.  Yes;  on  an  amortization  plan  by  which  to  j)ay  for  the 
in. 

Mr.  DoAK.  There  is  quite  a  difference.  At  least,  I  would  make 
lite  a  difference,  because  a  man  can  not  pay  off  a  mortgage  in  three 
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or  five  years,  and  you  know  it.    It  is  absolutely  impossible  to  do 
from  the  proceeds  of  the  farm. 

Mr.   SouTHGATE.  That  has  nothing  to  do  with   the  interest, 
course — the  question  of  what  he  paid  for  his  mortgage.    That  is 
I  am  getting  at.    The  amortization  feature ;  nobody  on  earth  i 
say  that  that  was  not  a  splendid  thing  to  provide  for  long-time  ^ 
ments,  but  he  would  get  the  money  for  no  less  tiban  he  is  gettiif 
now,  perhaps. 

Mr.   DoAK.  The  commission  makes  a  difference  of  1  per 
When  we  are  borrowing  $10,000,  $20,000,  or  $40,000  it  is  qirite^ 
little  item. 

Mr.  Platt.  These  farmers  in  your  neighborhood  would  not  ci 
pect  this  bill  to  make  the  rates  of  interest  lower  than  they  are, 
erally  speaking,  to  merchants  in  the  towns? 

Mr.  Doak.  No,  sir. 

Mr.  Platt.  Suppose  the  bill  did  become  a  law,  and  it  would 
the  rates  of  interest  quite  a  little  lower — 5  per  cent  or  4rJ  per 
would  that  induce  a  good  many  farmers  to  mortgage  their  li 
who,  perhaps,  ought  not  to  mortgage  it  for  far  more  than  they 
to  borrow  ? 

Mr.  DoAK.  I  hardly  think  so.  The  farmers  have  been  school 
pretty  severely  and  can  be  depended  upon.  They  are  a  lot 
careful  than  city  people  in  handling  money.  I  would  not  bhl 
the  bill  if  an  occasional  farmer  did  get  a  little  reckless  with ' 
money  when  I  see  the  amoimt  of  money  that  has  been  frittered  v 
in  the  towns. 

Mr.  Platt.  Would  you  think  it  wise  to  induce  them  to  borrow! 

Mr.  Doak.  It  depends  on  what  they  borrow  it  for.    I  do  not  tl  * 
a  farmer  should  borrow  money  to  buy  an  automobile  to  gad  aroi 
in,  but  if  I  am  borrowing  money  to  buy  live  stock,  cattle,  sheep, 
hoffs,  or  to  make  permanent  improvements  on  land,  I  think  it  oi 
to  DC  encouraged.    Some  of  the  poorest  farmers  I  have  ever  km 
do  not  know  anything  and  do  not  do  anything  more  than  sim] 
sell  off  a  little  timber  and  live  from  hand  to  mouth,  and  the 
poorest  farming  I  know  of  has  been  done  by  men  entirely  oat 
debt. 

Mr.  Platt.  That  is  the  truth,  and  that  is  one  trouble — they  do 
do  anything.     If  they  are  loaned  money  on  mortgages  on  their  fartii 
would  they  do  any  more  than  they  have  in  the  past? 

Mr.  Doak.  I  believe  most  of  them  would.  I  believe  it  would  stinffl 
late  production.  The  simple  influence  of  others  would  help.  Al 
opportunity  to  do  something  at  a  profit,  I  believe,  would  be  fl 
encouragement.     There  is  no  question  in  the  world  about  that. 

I  think  this  is  the  most  important  bill  Congress  has  ever  considerei 
At  least  it  seems  so  to  me.  J 

By  the  way,  I  want  to  say  what  our  bankers  indorsed.  They  injj 
in  Richmond  and  condenmed  the  Glass-Owen  currency  bill  absolutiM 
and  unqualifiedly,  and  it  would  not  be  safe  to  follow  our  friends  ■ 
the  baiiKing  business,  because  we  do  not  know  exactly  where  they  iifl 
They  have  been  on  too  many  different  sides  of  the  same  question.    ^ 

It  seems  to  me  that  Mr.  Southgate  left  the  impression  that  Aj 
farmers,  in  going  into  a  farmer's  bank,  negotiating  these  loans,  n 
individually  stood  for  all  the  money  that  was  borrowed.  That  is  nfll 
my  conception  of  the  b*\W  at  a\\. 
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^LATT.  I  did  not  catch  that. 

)oAK.  It  seems  to  me  that  Mr.  Southgate  has  left  the  impres- 
t  in  establishing  these  farm-land  banks,  in  negotiating  these 
lat  the  farmers  individually  indorse  and  were  liable  for  the 
be  money  that  was  borrowed.  I  do  not  understand  the  bill 
hat  at  ail. 

^TT.  He  was  talking  about  a  cooperative  plan  in  Europe. 
)0AK.  That  is  what  you  said,  isn't  it? 

5ouTHQATB.  Exactlv  to  the  contrary.  I  said  that  farmers 
lot  mortga^  their  land.  Exactly  to  the  contrary,  that  a  man 
rtffage  land  for  his  own  benefit,  for  his  own  purposes,  to  buy 
nd  or  make  improvements,  to  increase  production,  but  he 
lot  do-  it  for  the  benefit  of  the  community. 
)oAK«  That  is  all  we  ask  to  do,  and  it  seems  to  me  that  the 
atter  is  irrevelant. 

LATT.  Are  there  any  building  and  loan  associations  in  Virginia 
1  know  of? 

)oAK.  Not  to  my  personal  knowledge,  loaning  on  farms. 
*i/ATT.  I  understand  they  are  making  loans  in  North  Carolina 
2-year  amortization  plan.    It  is  purely  cooperative.    Do  you 
be.  farmers  would  want  as  long  loans  as  35  years,  for  one 
ion? 

)oAK.  It  occurs  to  me  that  a  great  many  young  men  will  buy 
nd  borrow.  Some  of  our  best  farmers  are  practically  without 
at  least  without  sufficient  capital — I  had  better  put  it  that 
t  takes  a  lot  of  money  to  run  a  farm  just  right,  and  there  are 
many  men,  some  of  our  best  farmers,  now  tenants.  By  the 
,  I  have  heard  some  of  our  good  friends  object  to  the  bill.  I 
hat  they  said  was  if  there  were  ready  money  to  be  loaned  to 
iv  fellow,  who  would  work  their  land,  but  what  we  want  to 
3  how  the  people  come  in  on  that  sort  of  proposition.  I 
and  you  represent  the  people  of  the  United  States,  and  it  is 
3ct  of  this  currency  and  farm-land  banking  proposition,  or 
er  banking  proposition,  to  create  such  condition  in  the  money 
as  that  money  will  be  available  not  only  to  a  comparatively  few 
t  as  I  said  about  the  head  of  the  cattle  company  in  southwestern 
a  who  had  managed  to  acquire,  in  the  short  space  of  one  life- 
,000  acres  of  land  in  Virginia  by  special  favors.  I  know  some 
lends  of  mine,  moneyed  men,  looking  out  for  their  end  of  the 
nd  they  said  that  the  farm-land  bank  bill  would  be  a  very 
,  as  it  would  enable  the  tenant  to  buy  land, 
is  what  the  tenant  ought  to  do.  If  he  has  money  enough  to 
and  knows  how  to  run  it,  it  is  to  the  interest  of  the  com- 
and  the  interest  of  the  man,  and  all  good  business  sense  would 
,  it  seems  to  me,  that  he  should  be  provided  with  funds.  We 
jt  as  fertile  farms  as  anybody  on  earth.  We  certainly  can  not 
foreign  farmer  all  the  advantage  in  the  way  of  cheaper  land 
3r,  lower  taxes  and  interest,  throw  open  our  markets  to  him 
ect  to  compete  with  him,  can  we?  It  costs  me  Just  as  much 
bo  put  my  wool  and  mohair  into  Boston  or  Sanford,  Me., 
3S  the  shepherd  in  New  Zealand  or  Arcentina.  I  understand 
TOW  money  for  2^  per  cent  in  New  Zealand. 
OUTHGATE.  Where  is  that? 
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Mr.  DoAK.  In  New  Zealand.    I  believe  the  Credit  Foncier  rati 
France  is  4.88,  it  is  not,  which  pays  both  principal  and  inl 
You  take  the  matter  of  cattle — ^we  used  to  run  a  great  many  cattlft 
Texas.    The  interest  charge  on  a  steer  has  been  figured  up.  and 
amounts  to  $45 — just  the  charge  for  the  use  of  the  money. 

Mr.  Platt.  Of  course,  I  do  not  know  what  the  value  of  land  iii 
New  Zealand,  but  in  Europe  ordinarily  the  rate  of  interest  is  so 
and  that  is  particularly  because  Europe  is  the  great  reservoir 
capital,  and  it  also  ought  to  be  considered  that  land  is  a  great 
higher  priced;  it  is  worth  three  or  four  times  the  value  of  landi 
this  country,  and  that  somewhat  oflfsets  the  diflference  in  the  inf 
rate. 

Mr.  SouTHGATE.  Mr.  Chairman,  those  are  subsidized  by  the  Goireoh 
ment  and  can  loan  money  to  the  institution  at  a  lesser  rate,  thus 
abling  them  to  loan  that  money  at  a  lower  rate  than  it  can 
be  done  over  here  under  our  system  or  by  our  institutions. 

Mr.  DoAK.  Would  it  not  really  be  easier  and  better  and  compazi- 
tively  safer  to  handle  at  a  profit  2^  per  cent  money  on  a  margin  of  1 
per  cent  than  6  or  7  per  cent  money  at  1  per  cent?  Could  not  oar 
local  banks,  in  other  words,  handle  the  money,  say,  2  or  3  per  ceol 
money,  on  a  1  per  cent  basis  at  less  expense,  and  could  not  they  do  a 
safer  business  and  more  profitable  busmess  than  with  6  or  7  per 
money! 

Mr.  Platt.  I  do  not  quite  understand  how. 

Mr.  DoAK.  That  would  be  a  greater  rate  of  profit  relati^fi 
wouldn't  it? 

Mr.  Platt.  You  mean  if  somebody  furnished  them  the  mon^ 
at  2i  per  cent — the  Government,  for  instance  ? 

Mr.  Doak.  Yes;  postal  savings.    What  do  they  bring,  for  instance! 

Mr.  Platt.  Three  per  cent  now,  I  think. 

Mr.  DoAK.  Would  it  not  be  comparatively  easier  to  get  a  profit  on 
that  money  at  1  per  cent  than  it  would  be  if  you  had  money  at  6  per 
cent,  from  a  banker's  standpoint  ?  I  am  not  a  banker,  but  it  looks 
to  me  like  that  ? 

Senator  Hollts.  Ts  this  your  point,  Mr.  Doak,  that  if  these  banks 
can  get  money  to  loan  at  2  or  2^  per  cent,  then,  of  course,  it  is  easier 
for  them  to  loan  it  out  at  a  low  rate  of  interest? 

Mr.  DoAK.  At  3i  per  cent. 

Senator  Hollts.  Sure ;  because  they  would  get  their  margin  there, 
and  the  cheaper  they  could  get  the  funds  the  cheaper  they  could 
accommodate  the  borrower.    I  think  that  is  perfectly  evident. 

Mr.  Platt.  It  is  not  your  idea,  is  it,  that  the  Government  ought  to 
let  them  have  money  at  2  per  cent — these  banks? 

Mr.  DoAK.  I  am  not  a  lawyer  and  have  never  gone  into  these  things 
ns  carefully  as  that.  It  occurred  to  me  that  ii  the  Government  hafl 
postal  savings  to  loan,  that  they  can  just  as  well  put  it  back  into  the 
country.  I  think  it  has  gone  heretofore  into  the  financial  centfrs, 
and  I  think  it  would  tend  to  equalize  things  and  it  would  go  far  to 
benefit  the  people. 

Mr.  Platt.  That  would  not  go  very  far.  There  are  only  $4O,OO0J)60 
of  postal  deposits  in  the  country  and  something  like  $8,OOO,OO6.000  of 
farm  loans  already. 

Senator  Hollis.  $2,500,000,000. 
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Mr.  Platt.  Roughly  speaking,  there  are  ahnost  10  times  as  much 
iioney  in  farm  mortgages — in  fact,  almost  100  times  as  much — as  the 
K)6tal  savings. 

Mr.  SouTHGATE.  If  the  postal-savings  deposits  were  wrapped  up 
n  35-year  bonds,  where  would  the  Government  come  in?  How  can 
he  Government  get  the  money,  if  it  wanted  it,  out  of  these  35-year 
K>ndsf 

Mr.  Platt.  There  is  not  any  question  about  that.  There  is  one 
iliing  I  would  like  to  ask  you:  Do  you  think  the  farmers  would 
rtand  for  a  plan  by  which  they  were  somewhat  supervised  as  to  how 
Jiey  were  to  use  the  money?  For  instance,  a  farmer  has  a  farm 
w^orth  $2,000,  and  he  mortgages  it  for  $1,000;  would  it  be  practical 
for  any  State  or  Government  agent  to  watch  to  see  how  he  was 
spending  the  money,  to  see  whether  he  was  really  spending  it  in  pur- 
:uiasing  cattle  and  stocking  his  farm  to  make  it  more  productive,  or 
would  they  resent  that  ? 

Mr.  DoAK.  They  have  to  be  subject  to  a  little  inspection  in  dairy- 
ing, for  instance,  already. 

Mr.  Platt.  You  do  not  see  that  there  would  be  any  serious  objec- 
tion to  that? 

Mr.  DoAK.  I  do  not  take  too  kindly  to  a  Government  supervision, 
but  I  think  we  would  have  to  submit  to  it;  we  would  be  willing  to, 
for  we  would  be  better  off  than  under  present  conditions.  Some- 
thing has  to  be  done  for  the  farmer.  Farming  is  in  a  bad  way,  and 
there  is  no  question  in  my  mind  but  that  it  is  getting  worse  all  the 
time. 

Mr.  Platt.  These  farms  that  are  being  abandoned — are  they  mort- 
gaged? 

Mr.  DoAK.  I  say  "  abandoned  " — there  is  no  land  in  Virginia  that 
nobody  pays  taxes  on,  but  it  is  land — say  a  man  owns  500  or  1,000 
acres;  he  probablv  may  have  two-thirds  of  it  that  is  virtually  aban- 
doned; it  is  not  lenced,  not  stocked,  and  nothing  in  the  world  done 
with  it ;  it  is  impossible  for  him  to  do  anything  with  it  under  present 
conditions ;  there  is  no  crop  put  on  it. 

Mr.  Platt.  He  might  sell  it  to  somebody  who  can  use  it. 

Mr.  DoAK.  Who  would  he  sell  it  to  ?  There  are  more  people  selling 
than  buying,  I  reckon. 

Mr.  Platt.  Is  it  the  tendency  in  Virginia  to  split  up  the  larger 
farms? 

Mr.  DoAK.  Generally  speaking.  Of  course  there  are  certain  sec- 
tions which  are  prospering;  there  is  no  question  about  that. 

Mr.  Platt.  Is  it  the  tendency  to  split  up  the  larger  farms? 

Mr.  DoAK.  I  think  the  farms  are  inclined  to  grow. 

Mr.  Platt.  They  are  more  inclined  to  grow  ? 

Mr.  DoAK.  In  size,  anyway. 

The  place  adjoining  my  farm  has  been  in  the  hands  of  nonresident 
owners  30  years.  To  the  best  of  my  knowledge,  they  have  never  set 
a  post,  planted  a  crop,  or  put  any  stock  thereon.  Although  nearer 
the  town,  more  level  in  contour,  heavier  timbered,  and  slightly  deeper 
in  soil,  hence  of  greater  inherent  value,  therefore  in  justice  it  should 
pay  the  most  taxes.  On  the  contrary,  taxes  on  my  farm  have  been 
raised  until  it  is  paying  four  times  what  the  other  does.  On  the 
other  side  two  other  farmers  have  recently  left.    These  places  all 
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had  comfortable  houses,  which  are  empty  all   the  while,  and 
within  a  day's  drive  of  the  National  Capital. 

Easier  money  will  enable  people  already  in  the  country  to  t 
over  most  of  these  practically  abandoned  places  and  stock  them 
with  sheep  and  cattle  for  grazing  purposes,  thus  gi'eatly  increui 
supplies  of  beef  and  mutton  and  relieving  the  peoi)le's  demand 
meat,  which  is,  and  will  continue  to  be,  the  most  acute  problem 
the  high  cost  of  living. 

Where  soil  is  adapted  to  intensive  culture  and  high  acreage  p 
duction  can  be  maintained  every  year,  small  holdings  are  advisd 
On  the  other  hand,  most  of  Virginia  and  other  Eastern  States; 
hilly  or  mountainous  and  better  suited  to  grazing  than  cultivati 
It  has  been  clearly  established  that  even  for  general  farming  a  pi 
of  less  than  400  acres  is  not  an  economic  unit^  while  for  grazing  o 
siderably  more  is  indicated.  Physical  conditions  must  be  allowed 
determine  whether  holdings  of  land  be  made  larger  or  smaller. 

Mr.  Platt.  In  spite  of  the  fact  that  a  great  many  farmers  ( 
not  use  all  their  land  ? 

Mr.  DoAK.  They  are  more  likely  to  grow  than  not.  It  is  this  w 
Some  people  have  an  idea  that  land  is  advancing,  you  know.  Peo 
will  sacrifice  to  hold  it,  hoping  that  somebody  will  come  in  and  I 
it.  I  do  not  know  what  the  figures  are,  but  I  think  there  is  m 
increase  in  size  than  otherwise.    Dr.  Coulter  can  say. 

Mr.  Platt.  I  do  not  mean  according  to  the  census  figures ;  I  m 
from  your  observation  of  your  own  country. 

Mr.  DoAK.  Yes. 

Mr.  Platt.  People  are  buying  more  land  instead  of  splitting 
larger  farms? 

Mr.  BuLKLEY.  I  wish  you  would  tell  us  how  far  you  feel  sa 
fied  with  the  Fletcher-Moss  bill,  and  what  changes  you  would  s 
gest  in  it. 

Mr.  Doak.  I  am  not  a  banker  or  a  lawyer,  and  I  do  not  mj 
any  specific  recommendation. 

Mr.  BuLKLEY.  Never  mind  the  exact  language. 

Mr.  DoAK.  It  seems  to  me  to  be  a  right  good  bill.  I  am  not  < 
jecting  to  it  in  any  particular. 

Mr.  BuLKLEY.  i  do  not  mean  in  exact  language,  Mr.  Doak;  I  mi 
broadly  what  your  criticisms  would  be. 

Mr.  Doak.  I  do  not  know  that  I  have  any  particular  criticia 
We  voted  to  indorse  it  just  as  it  stood.  A  20  per  cent  minimum 
capital  stock,  viz,  $2,000  loan  from  a  $10,000  bank  would  leave  ( 
the  majority  of  our  farms,  as  they  sell  from  $4,000  to  $20,000  ea 
Might  not  this  be  modified  so  a  few  of  these  larger  propositii 
might  be  handled  frona  the  start? 

Mr.  Platt.  You  think  a  little  bank  would  be  organized  w 
$10,000  capital! 

Mr.  Doak.  I  do  not  think  there  is  any  question  about  it, 

Mr.  Platt.  Do  you  think  the  farmers  could  organize  it  themselp 

Mr.  Doak.  Yes,  sir. 

Mr.  Platt.  They  could  finance  it! 

Mr.  Doak.  I  think  the  farmers  would  put  up  the  money. 

Mr.  BuLKLEY.  Would  the  farmers  buy  these  bonds? 

Mr.  Doak.  The  farmers  might.  They  put  money  out  now,  t 
through  their  lawyers.     A  woman  has  an  estate  left  her.  and  I 


Digitized  by 


Google 


BUBAL   CBEDITS.  675 

ryer  gets  the  money — gets  5  per  cent,  quite  a  nice  little  fee  on  a 
(KX)  loan.  That  money  would  go  into  farm-land  bonds.  There 
no  question  in  the  world  in  my  mind  but  that  they  would  sell 

right,  and  she  would  get  just  as  much  and  get  more,  in  fact, 
sause  those  bonds  would  be  exempt  from  taxation.  Our  rate  is 
40.  I  think  that  is  what  it  is.  That  has  to  come  out,  as  it  is, 
the  6  per  cent.  You  see  it  cuts  both  ways.  It  is  just  like  this: 
man  puts  in  his  money  on  a  land  bond,  and  he  would  not  get  any 
ire  than  4^  per  cent.  The  tax  rate  sometimes  runs  as  high  as 
.70  in  some  countries.  You  see  it  is  only  4i  per  cent,  or  a  little 
B  than  that,  is  all  they  actually  get  on  the  money. 
Mr.  Platt.  Are  mortgages  taxed  in  Virginia? 
Mr.  DoAK.  Oh,  yes;  land  tax.  The  banker  seems  to  be  laboring 
ider  the  impression  that  he  is  subjected  to  hardships,  but  he  has 
I  hardships  at  all.  The  farmer^s  cattle,  sheep,  and  hogs,  and 
rerything  on  the  place  is  his  stock  in  trade,  and  he  has  got  to  pay 
tsLX  on  It.  Demand  deposits  in  the  bank  is  the  banker's  stock  in 
ade,  but  he  does  not  pay  any  tax  on  it. 

Senator  Hollis.  The  banker  has  to  pay  a  tax  on  deposits  in  the 
ink,  if  he  has  in  his  vault  enough  to  come  in  under  the  law. 

Mr.  DoAK.  The  legislature  just  passed  a  law  in  Richmond  which 
lys  only  20  cents  on  $100. 

Senator  Hollis.  Twenty  per  cent? 

Mr.  SouTHGATE.  It  had  been  $1.25  prior  to  the  time  it  was  made 
B  per  cent. 

Mr.  Platt.  I  did  not  know  that  bank  deposits  were  taxed  in  any 
lute. 

Senator  Hollis.  I  have  to  turn  in  every  year,  to  show  how  much 
K)ney  I  have  in  the  bank,  and  I  do  it,  every  cent;  I  take  it  out  of 
IV  bank  balance. 

Mr.  Platt.  That  does  not  obtain  in  New  York  State. 
Mr.  DoAK.  They  have  not  been  doing  it  in  Virginia.    I  went  down 

Richmond  one  day  and  there  was  about  $60,000,000  in  bank  and  they 
ported  some  $600,000— $120,000.  That  is  about  all  that  was  re- 
irted.  So  that  you  see  the  bank's  money  has  never  been  taxed, 
rictly  speaking. 

Senator  Hollis.  You  see  a  bank  might  have  deposits  of  $1,000,000 
id  notes  and  discounts  of  $1,000,000,  and  only  20  per  cent  of  that 
tmJbf  in  the  vault,  on  hand,  so  that  they  might  be  perfectly 
pare  in  that.  I  think  that  is  right.  They  would  be  taxed  on  what 
ley  actually  had  on  hand. 

Mr.  DoAK.  I  can  not  agree  with  that.  I  remember  being  down  in 
;ichmond  when  Auditor  Moore  was  making  that  campaign  to  tax 
ink  deposits.  I  am  giving  it  offliand,  but  the  figures  are  approxi- 
lately  correct  at  any  rate.  There  were  about  $60,000,000  on  deposit 
n  the  banks  in  Richmond  the  day  they  returned  some  $500,000  or 
000.000 — ^less  than  one-hundredth  actually  returned  for  taxation. 

Mr.  Platt.  If  you  taxed  the  bank  deposits,  you  would  tax  about 
«n  or  eleven  times  more  money  than  there  is  in  existence  in  the 
United  States,  because  the  bank  deposits  amount  to  I  don't  know  just 
ttactly  how  many  times  the  actual  currency  in  existence;  but  the 
UQount  of  currency  in  existence  is  about  $3,500,000,000,  and  the  bank 
posits  how  much  ? 

Senator  Hollis.  $17,000,000,000. 
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Mr.  Platt.  $17,000,000,000.  In  other  words,  the  bank  depa 
are  the  amount  loaned,  and  not  the  real  money. 

Mr.  SouTHGATE.  Under  the  law  the  amount  that  is  on  depos 
offset  by  what  is  loaned.  A  man  has  to  use  the  money  for  toai 
and  for  all  kinds  of  purposes.  You  can  not  take  a  thing  of  that ' 
and  say  you  are  going  to  produce  figures  thus  and  so. 

Mr.  DoAK.  I  notice  the  court  figured  on  that  the  other  day, 
they  ruled  that  the  bank  would  have  to  pay.  The  contention  i 
was  that  it  was  mostly  borrowed  money,  and  that  they  ought  n 
pay  taxes,  because  they  borrowed  the  money,  but  the  court  reqi 
them  to  pay. 

Mr.  Bathrick.  I  would  like  to  ask  this  gentleman  one  que 
1  was  interested  in  your  statement  that  a  good  many  farms  in 
ginia  are  permitted  to  lie  out.  I  believe  that  is  the  expression 
they  use.  Ycu  said  that  that  condition  is  existing  and  growiii 
I  understand,  in  your  State,  where  the  farmers  get  money  at  5  i 
per  cent.    Did  you  say  you  got  the  money  at  5  or  6  per  cent  ? 

Mr.  DoAK.  Six  per  cent. 

Mr.  Bathrick.  What  do  you  think  would  happen — would 
condition  increase  to  a  greater  extent,  of  farms  lymg  out  and  I 
abandoned,  so  far  as  production  is  concerned,  if  you  had  to 
from  10  to  20  per  cent? 

Mr.  DoAK.  Yes,  sir;  I  think  so.  It  certainly  would  strik 
that  way.     I  am  one  farmer  that  would  quit  the  farm  anyway 

Mr.  Bathrick.  You  believe  it  would  He  di>a>trous  to  pro<lu 
if  you  had  to  pay  10  to  20  per  cent  ? 

Mr.  DoAK.  Yes,  sir. 

Mr.  Bathrick.  Do  you  think  it  would  be  possible  t*»  deveh 
agricultural  district,  however  rich  it  may  be.  if  the  furiner 
order  to  develop  that  country,  have  to  pay  10  to  20  por  cent  in! 
on  their  capital?     Do  ycu  think  it  is  practicable  an. I  pos-ible? 

Mr.  Doak.  To  develop  (he  land? 

Mr.  Bathrick.  Yes.,  sir. 

Mr.  Doak.  There  are  so  many  things  we  have  to  consider: 
might  be  so  very  much  better  than  our  land,  nnd  the  lrcati(in  r 
be  better  and  the  labor  cost  might  be  lower,  so  I  would  not  co 
myself  without  knowing  more  of  the  details. 

Mr.  Bathrick.  Take  conditions  with  which  you  ni-e  fum 
do  you  think  it  would  be  possible  to  develop,  to  any  particuin 
tent,  agricultural  areas  where  the  farmer,  as  a  general  thing,  t 
pay  from  10  to  20  per  cent  for  money? 

Mr.  Doak.  Do  you  mean  to  .say  do  I  think  it  can  bo  done  in 
ginia? 

Mr.  Bathrick.  Yes;  in  the  land  markets  you  are  familiar  wit 

Mr.  Doak.  No;  T  do  not. 

Mr.  Platt.  How  much  do  you  suppose  the  commission  woo 
that  would  be  paid  in  Virginia  by  a  farmer  when  he  first  issiM 
mortgage  ? 

Mr.  Doak.  For  a  loan  running  as  lon^  as,  say,  5  years,  for  ina 
a  man  pays  a  commission  of  $50  per  f  1,000,  and"  spreads  that 
the  number  of  years. 

Mr.  Platt.  Keckoned  down  to  percentages,  would  it  nmoti 
more  than  1  per  cent  increase  in  the  interest? 

Mr.  Doak.  Fully  1  per  cent  and  probably  more. 
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Mr.  Platt.  Then  the  farmer  is  really  paying  considerably  over 
Der  cent? 

Bfr.  DoAK.  Considerably  over  7   per  cent,  because  there   is  the 
Btract  of  title  to  be  drawn,  and  at  times  there  is  a  resurvey  and 
etract  of  title,  and  that  runs  the  rate  up.    By  the  way,  every  time 
•11  sell,  buy,  or  borrow  on  land  you  have  got  a  fee  to  pay  a  lawyer : 
m  have  got  to  have  an  abstract  of  title,  deed,  etc. 
"Mr.  BuLKLEY.  Is  there  anything  else  you  wanted  to  say,  Mr. 
mk?     Have  jou  concluded? 
Mr.  DoAK.  les,  sir.    I  thank  yoii  very  much. 
Mr.  BuLKLEY.  Mr.  Southgate,  do  you  want  to  add  something  to 
hat  you  have  said? 

Mr.  Southgate.  I  wanted  to  try  and  clear  up,  in  just  two  or  three 
dnutes,  Mr.  Chairman,  the  subject  that  Mr.  Doak  seemed  to  be 
lixed  on,  to  some  extent,  the  difference  between  the  personal-credit 
ide,  as  bearing  on  the  question,  and  my  conception  of  the  land-mort- 
age bank,  and  I  have  it  in  print  here,  a  preliminary  report  that  I 
lade,  and  I  would  like  to  read  it  to  show  my  own  view  of  how  1 
ope  that  this  thing  would  greatly  benefit  the  farming  interests.  I 
N>  not  think  it  would  take  five  minutes.  This  was  written  a  month 
fter  we  returned  from  Europe. 

Norfolk,  Va.,  September  22 j  19 IS. 
lOD.  William  Hodges  Mann, 

Qovemor  of  Virginia,  Richmond,  Va, 
Dear  Sib:  In  keeping  with  your  appointment  to  uiembersbip  in  the  Amerioan 
inunission  formed  by  the  Southern  Commercial  Congress  for  the  purpose  of 
ieeeptiug  the  invitation  to  the  principal  coimtries  of  Euroi>e  extended  the 
Wotliem  Commercial  Congress  through  the  International  Institute  of  Agrieul- 
Ire  at  Rome,  Italy,  to  study  the  existing  systems  of  agriculture  cooi)eratlon 
id  finance: 

I  went  to  Europe,  without  cost  to  the  State,  as  a  member  of  said  commission, 
lilch  body  consisted  of  2  representatives  each  from  30  States  of  the  T'niou 
Id  of  4  Provinces  of  the  Dominion  of  Canada,  and  also  of  7  Federal  com- 
tssioners  appointed  by  the  President  of  the  United  States. 
The  joint  work  of  the  commission  covered  3  months  of  active  labor,  10  hours 
jch  day,  as  may  be  seen  when  it  is  advised  that  very  thorough  investigations 
ne  made  in  Italy,  Hungary,  Austria,  Russia,  Egypt,  Germany,  Switzerland, 
emnce,  Belgium,  Denmark,  Sweden,  England,  and  Ireland. 
The  commission  was  graciously  received  in  every  instance  by  the  Govennnonts 
*  these  respective  countries,  who.  by  prearrangement,  were  ready  with  experts 
Xmx  national  and  local  institutions,  officers  of  central  societies,  eminent  econo- 
dstfl»  bankers,  specialists  in  agricultural  development,  etc.,  all  of  whom  gave 
llnable  testimony  which  otherwise  it  would  have  taken  the  commission  months 
I  aecnre,  and  thus  to  have  covered  such  a  field  would  have  been  practically 
apossible  in  so  short  a  period  of  time. 

8o  important  and  far-reaching  have  been  the  results  of  the  research  that  by 
nd  with  the  consent  of  President  Wilson  the  American  coniniission  has  become 
k  permanent  body,  to  continue  its  labors  for  general  welfare  and  rural  uplift, 
aecdng  the  following  as  its  officers:  Senator  Duncan  U.  Fletcher,  of  Florida, 
Keeid^t;  Dr.  Kenyon  L.  Butterfleld.  of  Massachusetts,  vice  president;  Thomas 
L  Sonthj^te,  of  Virginia,  vice  president ;  Harris  N.  Weinstock,  of  California, 
Vke  president ;  Clarence  J.  Owens,  of  Maryland,  managing  director. 
^  Bie  offices  of  the  commission  will  be  in  Washington,  D.  C.  Two  committees 
NiTe  been  duly  appointed,  viz:  Committee  on  compilation  of  official  report; 
pdriaory  board  to  the  compiling  committee. 

■  These  committees  are  charged  with  the  duty  of  assembling  and  compiling  the 
••clal  report  for  the  people  of  the  United  States.  It  is  hoi)ed  that  this  report 
^y  be  ready  for  distribution  during  the  fall  or  winter  of  this  year. 
Irrespective  of  this  official  report,  1  have  thought  It  courteous,  as  well  as 
^igatory,  to  render  you  direct  a  brief  rejwrt.  In  view  of  being  for  the  time 
^  agent  of  the  State,  and  this  will  be  done  In  the  briefest  possible  manner 
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to  be  at  all  useful  or  comprehensive,  and  it  will  be  purely  a  personal 
of  my  own  opinion  and  in  no  manner  having  connection  with  the  official 
sion  of  the  commission  as  a  body. 

First,  let  it  be  said  that  uniformly  in  all  countries  of  Europe  agricnltmi 
development  is  far  in  advance  of  that  to  which  our  American  farmers  tn 
yet  attained.  Not  because  European  farmers  possess  a  larger  degree  of  " 
gence — in  fact,  this  is  to  the  contrary — but  the  reasons  for  this  diifereiice  tl 
along  other  lines  and  are  most  obvious: 

First.  The  high  cost  of  living  and  the  necessity  for  furnishing  food  for 
populous  areas  make  it  the  most  vital  and  far-reaching  concern  of  the  Gonai 
ments  themselves;  hence  their  direct  assistance. 

Second.  Cue   of   the   fundamentals   of   political    economy    is   that 
which  can  produce  a  surplus  of  life's  necessities  immediately  and  automat! 
places  itself  in  an  independent  position  and  becomes  a   factor  amcHig 
nations  as  a  world  power;  hence  the  Government's  additional  incentive. 

Third.  The  struggle  of  the  Governments  of  Europe  to  prevent  the  bnlanoe 
commerce  from  being  invariably  against  them  by  reason  of  the  constant  nc 
for  the  importation  of  foodstuffs  to  feed  their  people. 

Fourth.  The  vital  need  for  improving  rural-life  conditions,  not  only  to  ki . 
men  on  farms,  but  to  prevent  socialistic  unrest,  so  pronounced  in  many  ]M 
of  Europe.     These  Governments  believe  firmly  that  the  higher  the  ideali 
country  life  the  higher  the  type  of  citizenship  which  will  inevitably  rmHtM 
therefrom. 

This,  then,  is  a  brief  outline  of  why  this  development  has  exceeded 
which  nnturally  leads  to  a  statement  of  the  fact  **  Of  what  do  these  advanod 
methods  consist?*' 

First.  A  genuine  system  of  cooi>eration  for  mutual  aid  and  betterment  il 
finance,  production,  and  marketing. 

Second.  Intensifying  of  acreage  and  yield  by  the  application  of  better  wd 
more  improved  methods. 

Third.  The  strenuous  conservation  of  every  phase  of  resource.     (They 
we  waste  more  than  they  produce.) 

Fourth.  Educating  the  farmer  to  business  methods  in  buying  and  selling  ui 
hamllinir  his  records  ami  accounts. 

Fifth.  In  the  continued  thought  for  rural  uplift  work.  The  inaugurntingoC 
cooporative  schools,  even  churches,  clubrooms.  amusement  hall.s,  libraries,  piny- 
grounds,  etc. 

To  analyze  those:  First,  in  regard  to  cooperative  effort  in  fiuance,  uiarketing. 
iuul  prodnction.  There  are  three  popular  systems  of  banking  which  should !» 
mentioned.  be<*;uise  they  are  fundamentally  the  basis  or  starting  iwint  of  all 
cooperation:  (1)  The  Raiffeisen  system  of  "unlimited  liability":  (2)  {\» 
Schulzt^Delitzsch  system  of  "limited  liability";  (3)  the  general  **  Ijiud-mort- 
gag(» "  system  with  amortization  features. 

Tlie  TJailTeisen  system  of  rural  hanking  operates  as  follows:  A  community, 
neighborhood,  or  county  organize  themselves  into  a  c(K)perative  banking  socie^ 
without  capital  stock:  the  membership  of  these  organizations  average  fron 
24  to  40  each.  When  one  man  wishes  to  borrow,  the  obligation  is  uix>n  hl« 
to  satisfy  the  loan  committee  of  the  bona  fide  need  which  he  may  have.  Thte 
done,  tli(»  note  or  bill  is  made  in  the  name  of  the  society,  and  every  member  Is 
thus  bound  for  the  i)Mymeiit  of  tlie  loan  of  the  one  st>  borrowing.  This  note  or 
bill  is  r(Hiisconnt<Ml  with  an  attiliated  State  bank,  several  of  which  in  each 
country  act  as  agents  for  tho  country  societies  both  to  receive  their  deposits 
and  furnish  funds  for  ibcir  lr)ans.  The  country  bank  borrows  its  money  from 
the  State  institntion,  nsnally  at  4i  to  5i  per  cent,  and  in  extending  its  loan  to 
its  customer  adds  one  lialf  of  1  per  cent  to  cover  the  expenses  only,  as  tliese 
country  I)anks  are  not  operate^l  for  profit  but  only  in  and  for  mutual  l>eneflt 
and  protection. 

The  second  sysl<Mn.  lliat  of  the  Scliulze-Delitzsch.  is  identical  with  the 
RaitTeisiMi  system,  excej.t  tiiat  these  banks  or  societies  are  loundeil  with  share 
capital  and  arc*  called  "  llmited-lial)ility  **  banks.  When  loans  are  grantfti 
moinb(M-s.  tli(»  security  to  the  State  or  discounting  bank  is  the  entire  cipital 
stock  of  tho  country  l)ank  or  society  first:  then  the  prorated  remaining  lia- 
bility of  the  st«K*k   nuMnlnM-s  secimd. 

The  tliird  system  lias  l)nt  little  direct  connection  with  either  of  the  others 
It  Is  less  c(Joperatlve.  l)ut  is  of  all  factors  used  in  Eun>pe  the  most  potentiil 
In  Ww  deveh>|)miMit  (»f  general  agriculture,  viz.  the  '*  land-mortgage **  systenL 
These  Institutions  are  ve^:^  larjre  and  Infinential.  with  capital  stocks  raneinr 
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rom    $10,001,000  to  $100,000,000,  which  capital   is  used   to   i)erfuriu  but  one 
unetioii:  that  is.  the  loaning  of  money  on  farm-land  mortgage. 

It  will  be  re:*dlly  observed  that  these  two  separate  styles  of  banking  insti- 
utlons  render  two  separate  but  nevertheless  very  important  functions. 

In  the  first  (the  RaifTeisen  or  Schulze-Delitzsch  system)  the  loans  to  af- 
lllated  members  are  all  short-time  loans,  payable  usually  within  the  year,  at 
harvest;  this  style  of  money  is  called  by  them  "dynamic,"  because  it  assists 
ii  immediate  results,  enabling  the  borrower  to  buy  new  equipment,  to  pur- 
rbase  stock,  to  build  bams,  to  save  growing  crops,  to  do  all  those  things  for 
lie  Individual  farmer  that  ready  money  does  for  the  merchant.  Not  only 
Als.  but  more:  These  cooperative  banking  societies  borrow  money  frequently 
Cor  the  benefit  of  their  members  jointly.  For  instance,  suppose  an  affiliated 
lociety  wishes  to  build  for  themselves  a  tobacco  warehouse  in  which  to  con- 
duct its  own  sales,  or  a  cotton  storage  warehouse  or  gin,  or  a  cooperative 
aairy;  it  borrows  the  money  for  the  benefit  of  all.  The  same  committee  fixes 
a  low  uniform  charge  for  its  use.  As  the  public  utility  earns  slowly  a  profit 
In  its  oi)eratious.  the  joint  note  is  gradually  curtailed  and  finally  disiwsed  of 
witbont  one-third  the  cost  for  its  (the  public  utility's)  service  to  any  member 
that  would  result  in  shipping  as  individuals  the  various  products  to  city  com- 
mission men  or  otherwise;  and  thus  cooperative  nuirketing  follows  as  naturally 
as  possible  and  great  economies  invarial>ly  result. 

But  further  still,  this  same  society,  through  its  executive  committee,  pools 
the  need  of  its  members  for  fertilizer,  machinery,  stock  and  other  basic  essen- 
tials, and  thus  buys  In  large  qujintities  for  cash  from  the  discount  of  its  note 
or  bill,  and  ench  member  pays  as  his  interest  may  apiiear.  The  result  is  the 
society  buys,  for  instance,  the  general  individual  products  of  fertilizer,  assem- 
bles them,  and  mixes  the  constituent  parts,  according  to  National  and  State 
formulas  readily  furnished  by  the  Government,  with  the  result  that  the 
member  farmer  effects  large  saving  in  buying  cost;  he  ceases  to  pay  the  large 
I»ercentage  of  filler;  he  quits  paying  the  railroads  of  the  country  $2  to  $5  per 
ton  freight  on  the  weight  of  the  filler  that  is  of  no  use  to  him ;  and  thus  it  will 
be  seen  something  of  what  European  cooperative  production  means. 

These  are  only  mere  outlines  of  what  may  be  done  by  th(^se  small  banking 
community  societies,  the  full  force  of  which  may  be  approiiated  by  the  state- 
ifient  that  in  Germany  alone  the  societies  using  the  two  systems  (UaitTeisou 
aiid  Shulze-Delitzsch)  did  a  business  in  1912  of  $4,500,000,000.  and  other  sys- 
tems were  used  In  addition. 

These  figures  are  from  Government  records,  which  also  testify  that  this 
K"onderful  amount  of  business  was  handled  on  cooperative  responsibility  with- 
out the  loss  of  one  one-hundredth  of  1  per  cent.  Surely,  then,  this  class  of 
Dione  has  rightfully  earned  the  terminology  of  '*  dynamic." 

Now,  the  third  important  system,  viz,  the  "land  mortgage"  bank,  i)erforms 
niso  a  wonderful  sen'ice  and  can  possibly  be  briefly  illustrated  as  follows. 
llliis  form  of  money  is  termed  "  static  "  : 

A  farmer  who  is  a  renter,  or  who  may  be  working  on  shares,  as  so  many  do, 
8aves  a  small  amount  and  wishes  to  become  an  owner.  He  prepares  to  buy  a 
^,000  farm.  He  pays  40  per  cent  cash  on  it,  or  $2,000.  and  gives  his  mortgage 
for  $3,000.  He  decides  that  it  will  take  20  .vears  for  him  to  liquidate  his  loan. 
The  bank  takes  his  mortgage  on  the  amortization  or  sinking-fund  basis  only, 
and  charges  him  4  per  cent  flat  for  his  money,  plus  an  amount  that  will 
amortize  the  loan  In  the  periwl  of  time  he  desires.  For  instance,  if  4  per  cent 
be  the  basis  (as  it  is  in  most  all  parts  of  Euroi>e,  and  4^  per  cent  in  some  sec- 
tions), he  will  pay  as  follows:  For  20  years,  7.05  per  cent;  for  15  .vears.  0.35 
per  cent ;  for  10  years,  11.85  per  cent. 

He  has  thus  paid  a  rate  of  interest  which  he  can  earn  readily,  and  in  many 
cases  no  more  than  ordinary  rent  would  otherwise  be:  and  at  tlie  end  of  this 
period  his  mortgage  is  paid  and  his  property  has  doubled  in  value  in  the  mean- 
time. The  illustration,  of  course,  applies  to  the  large  farmer  as  well,  who  may 
own  100  acres  and  wishes  to  buy  200  more;  he  simply  follows  the  same  course. 
The  governments  of  Europe  say  that  these  institutions  not  only  assist  greatly 
in  making  the  rural-life  proposition  suflBciently  attractive  to  induce  larger  pro- 
duction, but  that  they  perform  a  great  sociological  service  as  well,  for  any 
system  which  helps  to  make  an  owner  out  of  a  tenant  or  hired  man  contributes 
to  an  incalculable  degree  to  the  citizenship  of  the  State  or  nation,  and  hence 
the  governments  feel  keenly  the  obligation  to  assist,  foster,  and  promote  these 
institutions  wherever  they  are  needed. 
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This,  then,  is  but  a  brief  outline  of  what  is  really  meant  by  Euroi>ean  coopa 
ative  rural  finance,  as  referred  to  above  in  section  1. 

As  to  section  2 — the  intensifying  of  acreage  and  yield — ^not  a  great  deal  cai 
be  said,  for  this  is  a  story  which  is  already  being  constantly  agitated  by  tie 
agricultural  departments  of  all  the  States,  as  well  as  by  the  department  of  tk 
National  Government.  Suffice  it  to  say  the  yield  need  is  so  great  that  the  tout 
of  these  farms  are  made  to  produce  two  separate  crops  at  the  same  time;  ij 
some  instances,  two  vegetables  on  one  large  flat  row  with  fruit  or  vine  culUaSi 
above.  j 

They  also  study  constantly  the  intelligent  application  of  fertilizer  and  empl^ 
the  most  scientific  methods  of  cultivation  and  irrigation  when  necessary.        i 

In  the  matter  of  conservation,  it  would  be  difficult  to  recite  in  print  ttl 
degree  of  care  and  thought  applied  by  these  people  to  this  one  phase  of  hm 
operation,  and  surely  there  is  no  lesson  our  Virginia  farmers  need  to  learn  fei 
their  own  profit  more  than  that  which  this  phase  teaches.  Ehiropean  fannoi 
believe  that  everything  produced  has  a  value,  and  use  effectively  eyerj  bf 
product.  They  raise  that  which  they  need  for  their  own  use,  as  also  that  «l 
their  stock.  They  also  employ  the  idea  of  cooperative  selling,  as  expkbMlj 
above.  jj 

Further,  as  to  sections  4  and  5,  it  must  be  admitted  that  the  application  <r 
intelligent  business  methods  is  a  desirable  foundation  for  any  line  of  endetTod 
and  should,  theoretically  at  least,  apply  to  the  farmer  as  well  as  to  other  aroo- 
tions  in  life.  This  is  where  cooperative  rural-community  work  has  sndi  ui 
effective  opportunity  to  teach  and  spread  broadcast  among  Its  affiliated 
bership  reforms  of  this  character. 

Men  are  slaves  of  rut,  habit,  and  custom ;  hence  when  a  few  strong  leadM 
of  any  rural  community  take  advanced  stands  for  the  public  good,  it  is  i 
difficult  to  get  others  to  readily  follow. 

Many  forceful  illustrations  of  this  idea  were  found  in  the  rural  sections 
Italy,  Austria,  and  Germany,  where  country  life  has  been  raised  to  a 
contented,  and  attractive  state,  which  is  the  direct  result  of  the  varions 
of  community  life  made  possible  by  genuine  cooperative  effort  along  all  line& 

SUMMARY. 

This,  then,  is  but  the  briefest  possible  outline  of  what  European  cooperatiTi. 
rural  effort  means,  and,  as  stated  above,  will  be  treated  far  more  comprehefr 
sively  in  the  commission's  official  report  when  issued. 

In  conclusion  permit  me  to  say  that  I  appreciate  to  the  fullest  extent  tbil 
I  was  not  instructed  by  the  State  to  make  recommendations  as  a  result  of  ttl 
study  of  this  subject ;  yet  if  some  suggestion  as  to  a  possible  plan  of  acttaij 
to  use  some  of  the  striking  features  developed  be  not  made,  the  question  ariarf 
as  to  the  purpose  of  attending  at  all.  Hence  the  following  suggestions  txt, 
made  solely  as  such;  and  if  there  be  any  practicality  in  them.  I  shall  be^M 
and  feel  fully  rei>aid  for  the  sacrifice  of  time  and  means  employed.  j 

SUGGESTIONS.  ^ 

First.  At  the  forthcoming  session  of  the  legislature  a  commission  should  W 
raised,  of  which  the  commissioner  of  agriculture  should  be  either  chairman  « 
a  member;  the  purpose  of  said  commission  being  to  personally  visit  all 
terial  districts  of  the  State  and  spread  broadcast  among  the  farmers 
this  new  and  progressive  method  of  finance  and  marketing. 

Rural  banking  societies  should  then  and  there  be  formed,  either  with  « 
without  share  capital  contributed  by  the  farmers  themselves.  Those  wcl«tt 
banks  should  then  clear  through  and  deposit  with  a  parent  bank  of  the  Stag 
centrally  located,  either  some  institution  now  in  existence  or  hereafter  to  M 
formed  for  the  purpose.  I 

Absolutely  advocating  exactly  what  I  have  spoken  of  to-daj 
making  a  commission  for  the  State,  at  this  present  session  of  tS 
legislature,  to  stand  between  the  farmer  and  the  market,  yet  thi 
has  nothing  to  do  with  mortgage  banks  no  more  than  this  piece  fl 
wood,  because  you  can  not  float  bonds  that  come  from  land-moil 
gage  banks,  unless  you  have  got  a  system  to  them  that  will  commeni 
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Di  to  the  fiduciary  agencies  that  are  going  to  buy  them.  That  is 
y  I  wanted  to  clarify  the  two  things  or  conditions  that  are  so 
mtial  for  the  farmers'  good. 

econd.  By  all  means  the  fanners  of  the  State  should  have  new  and  im- 
▼ed  faculties  for  using  a  land-mortgage  system  with  long  time  amortization 
tnree  for  the  purpose  of  acquiring  additional  land  and  also  to  assist  tenants 
t>ecome  owners. 

t  is  hoped  that  as  a  result  of  the  Fletcher  bill  already  introduced  in  Con- 
es such  a  great  national  institution  may  be  formed,  with  branches  located 
itraUy  in  every  State.  It  is  proposed  by  this  bill  that  such  laud-mortgage 
Ak  shall  be  run  under  strictest  Government  supervision  and  not  for  profit; 
the  contrary,  to  afford  the  farmer  the  opportunity  to  borrow  money  on  the 
vest  possible  interest  basi&  If  Virginia  is  to  have  access  to  such  an  institu- 
n  It  will  no  doubt  l>e  necessary  to  have  an  intelligent  reconstruction  of  our 
Hnnt  homestead,  registration,  and  other  lana  laws. 

Tbird.  An  outright  repeal  of  the  State  and  other  taxes  on  land  mortgages. 
I  no  country  of  Europe  does  such  a  tax  exist.    The  elimination  of  it  is  really 
mot  the  fundamental  prerequisites  to  cheap  money  to  the  farmer, 
inth  the  filling  of  this  report,  which  is  most  respectfully  submitted,  my  com- 
mon is  thus  fulfilled. 

I  only  arose  to  take  that  six  or  eight  minutes  to  clarify  the  dif- 

vences  between  those  two  forms  of  money  which  are  all  over  Europe. 

16  is  called  static  and  one  is  called  dynamic^  and  they  are  just  as 

ferent  as  it  is  possible  for  money  to  be. 

Hr.  BuLKLBY.  You  have  touched  two  or  three  times  on  the  subject 

Government  aid  or  subsidy  to  personal-credit  societies. 

kir.  SouTHGATB.  Ovcr  there.-  do  you  mean,  or  here. 

MLp.  BuiiKLBY.  Well,  I  think  you  talked  about  it  over  there,  but  I 

idd  like  to  get  your  view  of  what  we  can  learn  from  foreign  ex- 

rience,  in  view  of  adopting  it  here. 

Mr.  SouTHGATB.  I  do  not  believe  that  it  is  necessary  or  desirable 

affiliate  here  to  that  extent,  because  the  Federal  board  will  pass 

<m  those  mortgages  and  will  make  their  face  value  absolutely 

rond  question. 

Ifr.  BuLKLET.  Do  vou  think  it  advisable  to  deposit  postal  savin^ci 

lids  in  those  banks? 

ICr.  SouTHGATB.  No,  sir.    I  think  that  every  national  bank  and 

ery  depositorv  of  the  United  States  Government  should  be  author- 

bi  to  accept  the  land-mortgage  bonds  in  lieu  of  Government  bonds, 

secure  deposits. 

Mr.  BuLKUBY.  You  said  that,  but  how  about  putting  postal  savings 

tads  in  land-mortgage  banks? 

iVr.  SouTHGATB.  I  think  it  is  absolutely  improper,  because  the 

bremment  should  have  the  money  where  it  can  withdraw  it  if  it 

nteto. 

Jfr.  Bui^KLBY.  Do  you  think  it  would  be  impossible  for  the  Gov- 

itaient  to  deposit  postal  savings  funds  with  the  land-mortgage 

bks  for  the  purpose  of  assisting  them  in  raising  a  reserve  fund  ? 

Ifr.  SouTHGATB.  I  think  it  would  be  very  much  better  if  the  Treas- 

T  Department  would  issue  a  ruling,  if  it  could  do  so  without  con- 

iBEdonal  enactment,  to  the  effect  that  money  deposited  in  the 

eent  depositories  for  postal  savings — that  the  Government  would 

ept  land-mortgage  bonds  as  security  for  those  deposits,  where 

y  now  require  certain  forms  of  commercial  paper  or  Government 

ids. 
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Mr.  BuLKLEY.  Can  you  tell  us  briefly  why  it  is  undesirable  fw  As 
Government  in  this  country  to  aid  these  banks  when,  as  a  matter  of 
fact,  very  many  foreign  Governments  are  doing  it  ? 

Mr.  SouTHGATB.  They  do  not  do  it  per  se.  They  niay  do  it  in- 
directly. Perhaps  some  of  these  gentlemen  who  were  there  may  knov 
of  that.  If  the  current  money  rate  in  Italy  is  4  per  cent,  the  Gar- 
ernment  will  loan  these  great  mstitutions  money  for  2i  per  cent  It 
is  equivalent  to  a  subsic^'^  of  the  differences  of  what  uiey  loan  it  it 
and  what  the  money  would  bring  on  the  market. 

Mr.  BuLKLEY.  That  is  what  I  said. 

Mr.  SouTHGATB.  Ycs ;  that  is  right. 

Mr.  BuLKLET.  But  what  is  the  distinction  between  the  ccmditioos 
here  and  there  that  would  make  it  desirable  there  and  undesiraUe 
here? 

Mr.  SouTHGATE.  Bccausc  I  think  we  have  not  any  centralized 
governmental  systems  here  as  they  have  there.  Ours  is  more  a  Got- 
ernment  of  the  people,  and  any  form  of  subsidy  of  any  kind  is  dis- 
tasteful to  a  certain  part  of  tne  people  of  this  country,  and,  agiin, 
I  do  not  believe  agriculture  desires  to  be  helped  by  that  form  of 
subsidy.  What  agriculture  wants  is  for  the  Government  to  say  that 
when  it  issues  its  bonds  predicated  upon  its  $40,000,000,000  worth  of 
farm  land,  that  those  bonds  are  as  good  as  the  Government's  own 
bonds.  That  is  what  is  true  in  Europe  and  that  is  what  the  FedenI 
board  would  do  in  establishing  these  bonds  when  they  are  issued 

Mr.  PiiATr.  It  might  be  said,  right  in  this  connection,  that  the 
Federal  reserve  act  provides  for  the  deposit  of  all  Government  fund? 
in  the  Federal  reserve  banks. 

Senator  Hollis.  It  gives  the  Secretary  power  to  put  them  there 
if  he  wants  to,  but  he  i:s  not  compelled  to  put  a  dollar  thei-e  iinW  1 
he  wants  to. 

Mr.  DoAK.  Mr.  Chairman,  speakhig  about  the  farmer,  and  what 
you  think  we  are  entitled  to — we  do  not  ask  for  special  favors:  we 
ask  for  a  s(iuare  deal,  which  is  to  be  put  on  an  equal  footing  with  foreign    . 
competition  in  the  matter  of  interest.    The  gentleman  leaves  tlie  im-    : 
pression  that  the  foreign  farmer  is  worse  off  than  we  are.    In  Ait^    ' 
tralia,  for  instance,  71,000  miles  of  rabbit-proof  fence  was  built.    If   I 
the  sheep  business  was  the  san^e  in  Australia  as  it  is  here,  there  would    : 
not  be  a  sheep  in  the  domain.    I  do  not  say  the  Government  .-honW    j 
do  those  things.    I  really  make  a  >tatenient  of  fact  of  the  eon«lilion 
of  the  Virginia  sheepmen.     We  are  up  against  it,  and  I  certainly 
feel  thai  we  are  entitled  to  at  least  some  effort  beins:  made  by  the 
Government  to  offset  the  manifest  inequality  in  our  labor  cost  in  the 
production  of  farm  products. 

Mr.  BuLKiJiY.  Do  you  differ  from  Mr.  Southgate's  opinion  wheB 
he  says  the  farmer  dees  not  need  the  Government  to  lend  financial 
aid  to  the  extent  we  are  here  proposing? 

Mr.  DoAK.  I  do  not  have  the  remotesit  idea  that  it  will  be  found 
necessary  for  the  Government  to  undertake  to  float  all  these  farm 
bonds.  I  do  believe  the  Government  will  have  to  put  a  little  money 
into  it.  Wlio  is  carrying  all  of  these  farm  mortgages  now?  Will 
not  a  large  per  cent  of  this  money  go  into  these  farm  bonds?  Why 
should  it  not?  The  widows  and  orphans  I  have  referred  to  will  not 
get  in  our  State  over  4.40  or  4.70  per  cent  on  their  money,  don\  yoo 
see?    It  is  just  like  cutting  out  another  middleman  and  making  thi 
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ituff  lower,  because  the  commission  runs  up  on  the  borrower's  side, 
md  it  is  double  taxation,  and  that  robs  the  lender,  don't  you  see, 
ind  both  of  them  suffer. 

Mr.  Seldomridge.  Do  you  not  think  that  if  we  can  defer  in  any 
way  the  funds  seeking  investment,  that  both  the  investor  and  the 
[anner  will  be  benefited  ? 

Mr.  DoAK.  Yes,  sir.  That  is  another  point — that  furmers  have  an 
dea  that  this  bill  will  tend,  at  least,  to  bring  a  tremendous  amount 
)t  money  that  has  been  literally  squandered  by  our  big  concerns  in 
ligh  ideas — that  most  of  these  funds  are  literally  squandered  by 
aen  in  the  cities,  and  you  see,  this  bill  will  tend  to  put  a  little  of  that 
donev  back  into  the  country  where  it  originally  came  from,  and 
fhere  it  originally  belongs  now,  and  where  it  would  certainly  be  for 
he  interest  of  all  to  put  it. 

Mr.  BuLKLEY.  Mr.  Jones  would  like  to  make  a  few  remarks. 

Mr.  Gordon  Jones.  Our  farmer  friend  has  touched  on  some  very 
ital  points,  and  I  am  in  hearty  accord  with  him  in  a  number  of 
hings.  He  would  change  his  opinion  somewhat,  however,  I  am  con- 
ident^  if  he  were  to  come  in  closer  touch  with  the  inventing  public, 
\s  Mr.  Southgate,  Mr.  Breitung,  and  others  whose  evidence  you 
lave  had  before  you  have  done.  Now,  I  have  the  greatest  respect 
for  the  men  who  drew  the  Fletcher-Moss  bill,  but  f  do  not  believe 
they  have  had  mnch  actual  experience  in  feeling  the  pulse  of  the  in- 
iresting  public  as  some  of  the  rest  of  us  have  had.  I  hope  this  does 
act  sound  egotistical,  but  we  who  come  constantly  in  touch  with  the 
investing  public  or  are  investors  ourselves  believe  we  can  better  ap- 
preciate how  land-mortgage  bonds  are  going  to  be  received  and 
whether  they  will  be  looked  upon  as  safe  or  not. 

Our  farmer  friend  believes  that  the  little  $10,000  bunk  will  be  able 
to  issue  a  safe  and  satisfactory  bond.  It  is  natural  for  him  to  feel 
that  way,  for  it  is  on  his  security  that  the  bond  would  be  issued. 
Doubtless  a  mortgage  upon  his  land  would  be  safe  and  sound.  But 
we  have  to  face  the  other  fellow,  the  man  whose  money  is  to  be  put 
up  to  buy  the  bond.  He  is  the  man  we  are  trying  to  reach.  I  do  not 
believe  the  experience  of  those  who  have  come  in  most  intimate 
touch  with  the  investor  has  been  brought  into  this  Fletchor-Moss  I)ill. 
I  was  verv  much  interested  in  Mr.  Southirate's  remarks.  I  had  some 
correspondence  with  Mr.  Southgate,  and  while  he  did  not  fall  in 
line  and  agree  to  indorse  the  minority  report  of  the  American  coin- 
mission,  he  hnd  some  very  pronounced  independent  ideas.  So  1 
consider  I  am  fortunate  in  being  here  this  morning  to  hear  liim.  for 
I  did  not  even  know  he  was  to  be  before  you. 

Having  heard  Mr.  Southgate.  I  am  convinced  that  he  and  the 
Dunority  could  get  to^rether  absolutely,  for  I  am  sure  Mr.  South- 
Jate  w^ould  see  the  strength  of  the  minority's  plan  of  building  up  to 
.he  lar^e  bank  that  he  advocates  if  we  could  properly  put  it  before 
lim.  Ihope  before  he  goes  back  to  have  a  private  interview  with  him 
:or  that  purpose. 

Mr.  Southgate  touched  upon  one  matter  that  I  had  expected  to 
isk  you  to  hear  me  upon  this  morning. 

I  would  like  to  amend  my  remarks  of  yesterday  to  the  extent  that 
.  would  not  permit  th^  investment  of  postal  savings  fund^  direct  in 
md-moi-tgage  bonds.    Mr.  Southgate  brought  out  one  reason  that 

have  for  this  suggestion,  namely,  the  necessity  of  the  Government 
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keeping  these  funds  available  at  all  tiroes  and  not  invested.  The 
funds,  outside  of  what  are  invested  in  United  States  GoverDiM 
l>onds,  are  now  deposited  in  banks  subject  to  check.  T  would  ame 
that,  howe^^er,  as  Mr.  Southgate  suggests,  and  permit  the  bonds 
land-mortgage  institutions  to  be  accepted  as  collateral  from  so 
depositary  banks.  This  in  addition  to  my  suggestion  permitting  t 
bonds  to  be  accepted  by  the  Secretary  of  the  Treasury  against  regal 
funds.  The  postal  savings  funds,  to  me  the  most  sacred  funds  tt 
we  have  built  up  in  this  country,  would  then  have  behind  them,  fii 
the  depositary  commercial  bank,  either  State  or  national:  second,! 
land-moitgaffe  hanks;  and  third,  specific  land-mortgage  bonds 
collateral.  It  would  be  an  absolutely  safe  security,  and  I  do  not 
lieve  that  Congress  will  ever  consider  investment  of  postal  savii 
funds  direct  in  any  other  security  than  Government  bonds,  as  n 
provided,  and  I  believe  it  would  be  folly  to  put  it  up  to  Congi 
with  such  provision  in  the  bill. 

Now,  this  central  bank  that  I  have  spoken  of,  built  up  from 
federation  of  the  unit  banks,  should  be  allowed  to  receive  accoB 
of  the  aflSliated  banks.  That  is  a  form  of  credit  deposit.  The  i 
banks  would  send  in  their  securities  for  which  they  should  be  alloi 
to  take  credit  upon  the  books  of  the  central  for  convenience  i 
to  facilitate  the  transaction  between  them.  It  will  be  necessary 
them  to  have  open  accounts  with  each  other,  and  there  will  always 
a  debiting  and  crediting  between  the  central  bank  and  the  affihi 
banks.  That  would  furnish  the  simplest  method  of  s^^tlement 
amortization  amounts  and  of  interest  payments.  Therefore  the  a 
iated  banks  and  unit  banks  should  all  be  allowed  to  carry  accoc 
with  the  central  bank  to  that  extent,  but  under  no  circumstai 
should 'deposits  be  received  by  either  the  central  or  the  unit  ba 
from  other  sources. 

Mr.  Platt.  Would  there  be  any  interest  payments  on  that? 

Mr.  Jones.  I  should  leave  that  ior  adjustment  between  them.  Si 
accounts  may  be  very  temporary  and  need  not  ever  draw  any  inter 

One  other  thing  I  think  is  very  important,  and  that  is  the  i 
chinery  for  increasing  a  bank's  capital  as  demand  comes  upon 
After  it  loans  15  times  its  capital  there  is  going  to  be  necessity 
increasing  the  capital.  You  should  make  that  machinery  for 
creasing  just  as  simple  as  possible. 

Mr.  Seldomridge.  Would  you  favor  taking  in  the  public  as  s 
scribers  to  the  capital  stock  of  land-mortgage  banks? 

Mr.  Jones.  Oh,  yes.  It  is  only  the  public  that  the  plan  cont 
plates  will  own  the  stock. 

Mr.  Seldomridge.  You  would  limit  the  sale  of  the  stock  to 
public? 

Mr.  Jones.  Yes,  sir. 

Mr.  Seldo^iridge.  And  not  accept  the  purchase  of  stock  by  i 
banking  concern  ? 

Mr.  Jones.  No.  If  I  did  not  make  that  clear  I  have  failed  in 
purpose.  I  do  not  propose  that  these  country  banks  would  th( 
selves  own  the  stock,  but  that  the  farmers  and  bankers  in  each  cc 
munity  would  subscribe. 

Mr.  Seldomridge.  To  the  land-mortgage  bank  stock? 

Mr.  Jones.  To  the  land-mortgage  unit  banks. 
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■*^4t.  Seldombidge.  Do  you  think  that  the  local  regional  banks  would 
^  ^o  enlarged  as  to  permit  them  to  pass  upon  the  capacity  of  these 
l^^^d-mortgage  banks  to  organize,  subject  to  appeal  from  its  decision 
*^  a  higher  board? 

Itfr.  Jones.  I  thought  over  that  a  great  deal  last  night,  Mr.  Sel- 
^Omridge,  and  the  more  I  think  over  this  subject  the  bigger  the 
Object  gets.  I  will  say-  to  you  franklv  that  I  believe  you  have  just 
^  big  a  subject  to  handle  as  the  whole  Committee  of  Banking  and 
C^orrency  had  when  they  undertoolc  to  organize  the  regional  banks. 
it  is  just  as  far-reaching  if  not  further  reaching. 

Senator  Hollis.  It  is.  It  is  going  into  a  newer  field,  where  dis- 
%Btcr  would  be  more  widely  spread. 

Air.  Jones.  Mind  you.  the  Federal  reserve  act  has  been  built  up  on 
what  has  been  urged  and  advrcated  for  years.  I  myself  have  studied 
and  talked  on  that  subject  for  15  years  and  urged  some  of  the  prin- 
ciples that  are  in  the  bill  now\  along  with  many  others.  But  here 
jou  have  taken  hold  of  something  all  of  a  sudclen,  and  I  say  it  is 
more  far-reaching  and  you  have  a  more  complicated  problem  to  solve 
than  was  the  currency  bill. 

Mr.  Seldombidge.  It  is  largely  a  practical  demonstration,  is  it 
not?  It  is  not  merely  political,  but  it  is  getting  into  the  domain  of 
practice. 

Mr.  Jones.  Certainly.  I  would  not  imply  that  it  is  theory  that 
you  are  working  on. 

Mr.  Seldombidge.  I  do  not  mean  that.  I  mean  the  time  has  come 
where  we  can  learn  very  little  along  the  line  of  investigation,  but 
we  must  learn  more  now  in  the  matter  of  demonstration  in  this  rural 
finance. 

Mr.  Jones.  There  is  our  point.  It  is  not  practical  to  draft  into 
this  country  European  ideas  unless  you  can  Americanize  them.  We 
believe  in  American  customs  and  usages  such  as  the  majority  of  the 
committee  has  suggested.  We  want  to  apply  what  has  proven  a 
success  elsewhere  it  we  can  harmonize  them  to  our  recognized  cus- 
toms and  usages.  Only  in  that  way  can  we  with  safety  undertake 
anything  so  radically  new. 

t)r.  Coulter  suggested  in  correspondence  with  riie  that  the  minority 
recommendation  as  to  the  maximum  amount  of  bonds  to  be  floated 
by  the  central  should  be  limited  to  15  times  the  capital  of  the  central. 
TTou  should  have  some  expert  work  that  out,  it  you  entertain  the 
minority's  plan,  because  there  are  many  things  that  should  be  con- 
sidered. Dr.  Coulter's  limit  would  be  impracticable  and  >vould 
kill  the  operation  of  the  plan.  It  is  so  easy  to  get  a  joker  in  a  bill. 
There  was  no  effort,  of  course,  on  Dr.  Coulter's  part  to  get  a  joker 
in  our  plan,  but  that  would  be  a  joker,  for  this  reason:  Each  little 
unit  bank  could  loan  15  times  its  capital.  The  central  bank  is  to  be 
built  up  from  25  per  cent  of  the  capital  of  each  one  of  the  unit  banks. 
For  illustration,  say  we  have  10  unit  banks  with  $10,000  capital 
each.  That  gives  $2,500  as  the  amount  each  unit  bank  shall  put  into 
a  central,  which  would  only  give  the  central  a  capital  stock  of 
$25,000.  Limit  that  central  bank  in  issuing  bonds  to  15  times  its 
capital  and  you  see  how  it  would  work  out.  •  They  can  not  float  all 
the  bonds  necCvSsary  to  take  care  of  the  mortgages  sent  it  by  the 
units.    That  is  a  matter  that  must  be  figured  out,  and  it  did  not 
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occur  to  me  at  the  moment  of  my  correspondence  with  Dr.  Coulter, 
therefore  I  know  it  had  not  occurred  to  him.  So  I  know  he  was  not^ 
trying  to  get  the  joker  in  over  me,  but  it  would  be  a  joker.  . 

Mr.  CoiTLiER.  That  is,  you  would  limit  the  central  bank  to  four] 
times  its  capital.  ] 

Mr.  Jones.  In  order  to  meet  this  condition  a  larger  amount  (rf 
founders'  shares  would  have  to  be  sold  than  we  thought  wise;  thai 
is,  if  there  be  a  limit  of  bond  issue  in  proportion  to  the  capital  of 
the  central.  Should  the  limit  not  correspond  with  the  amount  d 
mortgages  the  central  could  receive  from  the  units?  Otherwise  n 
kill  the  federation  idea  and  build  up  the  unit  plan  of  bond  issue 
which  we  object 

I  am  frank  to  say  that  I  am  endeavoring  to  get  a  system  whi<A  « 
strong  and  that  will  make  the  federated  plan  the  better,  so  that  thert 
will  be  no  unit  banks;  they  will  see  they  must  federate. 

Senator  Hollis.  In  this  broad  field  where  there  will  not  be  any 
fear  of  the  Mc^iey  Trust  and  New  York  dominance,  and  so  on,  db 

Sou  not  favor  giving  the  central  authority,  whatever  it  may  h^ 
road  discretion  in  tnose  details? 

Mr.  Jones.  I  do.  At  the  same  time,  the  Government  must  provids 
a  regulating  hand. 

Senator  Mollis.  Well,  that  would  be  the  Government,  in  my  judf 
ment. 

Mr.  Jones.  I  do  not  think  there  is  any  feature  that  will  strengtiai; 
the  plan  like  strict  Government  supervision  and  regulation. 

Senator  Hollis.  In  my  judgment,  the  Government  would  have  • 
strongr  hand  on  it.  just  as  they  have  on  the  Federal  reserve  systenL 
That  is  my  judgment  of  it. 

Mr.  JoNE.^.  Yon  must  do  it  in  order  to  find  a  market  for  the  bonds. 

Mr.  CorLTER.  That  is  the  main  thing. 

Mr.  Jones.  Another  point.  You  asked  me  a  question  yesterdij 
regarding  the  land-mortgage  failure  as  having  previously  been  op- 
erated in  thiv  roimtry.  There  is  one  other  cause  that  I  did  not  dw«l 
upon. 

There  wa-  « <>nsiderable  wildcatting  because  of  the  lack  of  Govern* 
ment  supervision  and  regulation  and  there  was  no  amortization  fei' 
ture.  I  remember  several  banks  had  issued  debentures  along  thil 
idea,  10-year  debentures,  series  A;  10-year  debentures,  series  B.  Al 
they  gathered  in  their  bonds  collectively  they  would  issue  dfr 
bentures  against  them,  put  them  aside  specifically  to  secure  a  certiitt 
series  of  debentures. 

Mr.  Platt.  You  mean  they  put  the  mortgages  aside? 

Mr.  Jones.  They  put  the  mortgages  aside,  just  like  it  is  proposd 
now,  but  these  mortgages  had  no  amortization  feature,  and  thlf 
were  not  taken  care  of. 

It  is  a  well-known  fact  if  a  great  many  farmers  are  not  requiid 
to  pay  up  gradually  they  are  going  to  count  on  renewing  time  afta^ 
time.  Is  that  not  so.  ]Mr.  Doak?  He  may  buy  an  automobile  if  l» 
gets  ahead  inst^*ad  of  applying  it  on  his  mortgage  loan.  I  am  spetk* 
ing  of  some  farmers,  not  you,  Mr.  Doak.  As  Mr.  Seldomridge  sajlj 
if  we  do  nothing  else  we  want  to  require  him  to  get  out  of  debt 

I  am  satisfied]  if  there  had  been  Government  regulation  and  i! 
there  had  beer,  an  amortization  feature  we  would  have  had  vasfl; 
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BEerent  conditions  20  yeai*s  ago.  But  the  system  went  down,  and 
int  down  with  a  crash,  and  the  people  remember  it.  We  must 
ercome  that  prejudice.  The  amortization  feature,  under  strict 
orernment  regulation  and  supervision  with  the  more  stable  condi- 
oiis  now  prevailing,  and  a  system  of  federation,  preventing  wild- 
Iting,  all  will  combine  to  overcome  it. 

I  think  you  very  much  for  your  attention. 

Mr.  BuLKLEY.  The  committee  will  stand  adjourned  until  2  o'clock 

is  afternoon. 

(The  first  pai-t  of  the  testimony  of  Mr.  Gordon  Jones  can  be  found 

page  609  of  these  hearings.     The  minority  report  of  the  American 

mmission  to  which  he  reiers  is  part  2,  S.  Doc.  No.  261.) 

(The  committee  took  a  recess  until  2  o'clock  p.  m.,  Wednesday, 

ai-ch  11,  1914.) 

AFTER  RECESS. 

The  committee  assembled  at  2  o'clock  p.  m. 

HATEMEHT  OF  H.  S.  HOBLET  (FABMEB),  PBAISIE  OROVE,  ABEL 

Mr.  BuLKLEY.  Mr.  Mobley,  will  you  give  your  name  and  business 
wmection  to  the  stenographer? 

Senator  Hollis.  Just  give  your  name,  Mr.  Mobley. 

Mr.  MoBLET.  H.  S.  Mobley. 

Senator  Hollis.  Where  do  you  live  ? 

Mr.  Mobley.  I  live  at  Prairie  Grove,  Ark. 

Senator  Hollis.  And  vour  business  is  what? 

Mr.  Mobley.  I  am  a  farmer. 

Senator  Hollis.  Now  you  may  go  ahead. 

Afr.  WiNGO  (a  Representative  from  Arkansas).  Just  a  moment.    I 

c>ald  like  to  have  Mr.  Mobley  show  what  his  connection  is  with  the 

Uners'  o^anizations. 

Senator  Hollis.  I  think  it  would  be  well  to  give  us  that.    Just  give 

S>road  perspective,  Mr.  Mobley. 

Mr.  BuLKLBY.  I  hope,  with  Mr.  Mobley's  consent,  that  Mr.  Wingo 

II  interrupt  when  he  thinks  some  point  ought  to  be  developed,  1^- 
use  I  know  Mr.  Wingo  knows  Mr.  mobley  and  tiie  local  conditions 
wn  there,  and  we  want  him  to  develop  anything  he  desires  to. 
Mr.  WiNGO.  I  would  like  to  have  Mr.  Mooley  state  what  his  con- 
ction  is  with  farmers'  organizations. 

Mr.  Mobljby.  I  am  State  president  of  the  Arkansas  division  of  the 
irmers'  Union. 

It  is  usual  to  express  one's  appreciation  of  the  opportunity  to 
dress  this  committee,  and  I  want  to  say  that  it  is  sincere  on  my 
rt,  not  because  I  personally  have  the  privilege  of  being  here,  but 
cause  this  onnmittee  is  discussing  the  subject  which  is  of  vital 
terest  to  the  farmers  of  the  South,  and  especially  of  the  State  in 
lich  I  live — ^Arkansas. 

E  do  not  know  much  about  the  northern,  eastern,  and  western 
rmers  or  the  farm  conditions  in  those  sections,  but  I  am  intimately 
]uainted  with  southern  farm  conditions.  Of  course,  I  know  in  a 
aeral  way  something  of  the  rates  of  interest  and  financial  re- 
irces  of  the  northern,  western,  and  eastern  farmers.     Generally 
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speaking,  I  realize  that  they  enjoy  much  better  financial  oppor 
ties  than  we  do ;  but  I  want  to  confine  my  remarks  to  southern  a 
tions  and  leave  it  to  others  to  discuss  the  needs  of  the  other  seel 
of  the  country. 

The  small  southern  farmer  suffers  a  serious  discrimination  in 
matter  of  getting  his  share  of  the  money  of  the  farm  commuE 
to  finance  his  busmess.  He  is  discriminated  against  both  as  to  mc 
on  long  time  for  investment,  and  also  in  regard  to  short-time  k 
to  be  used  in  producing  and  marketing  his  crop.  We  have  two  n 
ble  instances  m  our  State  illustrating  this.  Assisted  hy  the  secrd 
of  the  Chamber  of  Commerce  of  Little  Rock,  the  president  of  m 
that  city's  largest  financial  institutions,  the  editor  of  one  of  ourS 
farm  papers,  and  others,  I  organized  at  Scott  Station,  in  Pul 
County,  a  selling  agency  to  market  the  cotton  crop  of  that  com 
nity.  Those  composing  this  agency  were  what  we  call  large  pla 
tion  owners,  and  their  experience  was  that  they  suffered  but  1 
inconvenience  in  procuring  money  to  market  in  the  neishborhoo 
1.000  bales  of  cotton.  That  was  an  instance  of  the  ability  of 
class  of  our  farmers  to  take  care  of  themselves  financially. 

Now,  an  instance  illustrating  the  diflSculty  of  the  small  farmei 
do  the  same  thing  is  found  in  your  records  page  57  of  part  1,  E 
ings  of  Eural  Credits,  subcommittees  of  the  Committees  on  Ban 
and  Currency,  of  the  Senate  and  House  of  Representatives. 

I  read  there  a  statement  to  the  effect  that  a  farmer  from  Arkai 
who  had  his  cotton  in  a  warehouse,  went  to  the  banks,  tried  to 
row  money  on  that  cotton  and  was  refused,  but  the  commission 
could  have  bought  that  cotton  from  this  small  farmer  and  the  b 
would  have  advanced  the  commission  man  money  on  it.  The  ( 
ment  of  this  committee  seemed  rather  queer  to  me.  Your  comi 
seemed  to  infer  that  this  farmer  might  have  been  trying  to  get 
money  in  order  to  hold  the  cotton  for  an  increase  in  price;  that 
banker  could  not  tell  how  long  the  farmer  wanted  to  use 
how  long  he  would  hold  the  cotton;  and  for  the  reason  thai 
might  have  wanted  the  money  for  speculative  purposes,  he  sh< 
not  have  been  granted  the  loan. 

In  regard  to  that  I  desire  to  mention  another  matter:  Last 
when  Secretary  McAdoo  placed  a  large  sum  of  money  in  the  bi 
for  the  purpose  of  moving  that  year's  crops,  the  national  meetin 
the  Farmers'  Union,  at  Salina,  Kans.,  appointed  a  commissioi 
visit  Washington  and  wait  upon  President  Wilson  and  Secre 
McAdoo.  This  committee  did  so  and  represented  to  them  that 
12  years  the  organized  southern  farmers  had  tried  to  obtain  m( 
to  be  used  in  a  cooperative  way  for  financing  the  sale  of  the  cc 
crop,  but  that  they  had  been  unable  to  get  any  appreciable  help  i 
the  banks,  and  that  if  this  money  from  the  National  Treasury 
to  be  placed  in  the  southern  banlis  by  the  Government  at  a  low 
of  interest,  we  believed  that  the  producer  ought  to  have  a  fair  n 
sentative  portion  of  it  at  a  correspondingly  low  interest  rate  \ 
used  in  a  cooperative  way  in  marketing  his  own  crop  in  cases  ^ 
the  farmer  could  offer  sufficient  security  for  the  money. 

Mr.  WiNGO.  Right  there,  Mr.  Mobley,  you  are  now  referring  t 
proposed  deposit  of  $50,000,000  by  the  Secretary  of  the  Treasu 


Digitized  by 


Google 


BUBAL  CBEDITS.  689 

rent  banks  throughout  the  country  last  fall  for  the  purpose  of 
cctin^  the  crops? 

r.  MoBLEY.  Yes ;  for  the  purpose  of  marketing  the  crops. 
ir  committee  visited  the  President  and  Secretary  McAdoo,  and 
•wards  made  a  report  of  the  result  of  their  interview,  which 
published  in  our  national  organ,  the  National  Field,  of  Atlanta, 
In  substance,  the  report  carried  great  assurance  to  the  pro- 
ng farmer  that  this  money  would  be  loaned  to  him  as  well  as 
rs  without  discrimination.  I  want  to  say  frankly  that  we  did 
l)elieve — we  did  not  question  tlie  sincerity  of  the  President  or 
etary — but  we  did  not  believe  that  even  they  could,  under  the 
imstances,  successfully  execute  a  system  of  financial  aid  to 
$niall  southern  cotton  farmer.  We  did  not  believe  that  this  money 
Id  be  made  to  reach  and  help  the  small  producer  after  it  had 
.  placed  in  the  commercial  banks  of  the  cotton  sections.  This 
ler,  previously  referred  to  in  your  hearings,  made  a  special 
't,  which  proved  that  we  were  correct.  He  is  the  manager  of 
of  our  cooperative  societies.  This  society  has  a  splendidly  con- 
cted  steel  warehouse,  and  is  incorporated.  The  cotton  was  fully 
red  in  a  reputable  company,  and,  m  fact,  every  detail  that  would 
e  this  cotton  proper  security  for  money  had  been  attended  to. 
;  farmer  went  to  the  banks  that  had  $800,000  of  tlie  Govern- 
t's  money  on  deposit  and  tried  to  borrow  some  of  it,  not  for  the 
)ose  of  holding  cotton  for  speculation,  but  to  take  care  of  the 
•essed  cotton  of  the  members  of  that  warehouse  association. 
3rhaps  I  had  better  explain  what  distressed  cotton  is.  We 
lify  cotton  as  distressed  and  nondistressed.  Nondistressed  cot- 
is  that  which  remains  in  the  possession  of  the  producer  after  he 
paid  the  debts  which  constituted  a  lien  upon  it.  Distressed  cot- 
is  that  which  is  raised  by  a  man  who,  for  various  reasons,. has 
l)een  able  to  discharge  his  indebtedness,  and,  therefore,  who  can 
direct  the  sale  of  it.  We  try  to  finance  this  distressed  cotton 
iir  southern  societies  so  that  it  may  be  sold  on  the  same  basis  as 
nondistressed  cotton.  Otherwise,  the  distressed  cotton  would  be 
ed  on  the  market  by  the  ones  holding  liens  against  it,  which 
Id  have  the  effect  of  depressing  the  price,  both  of  the  distressed 

nondistressed  cotton.  But  this  selling  agency,  through  its 
ager  above  referred  to,  was  unable  to  procure  any  of  this  money 
that  purpose.  This  was  a  thorough  test  of  the  inability  of  the 
1  farmer  and  the  owner  of  distressed  cotton  to  procure,  under 
then  existing  financial  system,  aid  which  would  be  of  a  direct 
fit  to  the  producer. 

lis  test  convinces  me  that  no  matter  how  broad-minded  the  gen- 
en  of  this  committee  are — and  from  the  hearings  I  have  read 
what  I  have  seen  in  this  room,  I  believe  they  are  fair — T  desire 
Id  further  that  men  of  small  means  who  operate  the  small  farms 
.rkansas  were  discriminated  against  to  an  unreasonable  degree 
lanv  of  the  banks  and  supply  merchants  of  Arkansas.     And  I 

orfered  you  this  instance  as  a  proof  of  it. 
nator  Hollis.  Now,  we  are  more  interested  in  the  reason  for 

Mr.  Mobley.    Why  do  you  suppose  that  condition  prevails? 

37a'n— 14 44 
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Mr.  MoBLEY.  I  will  try  to  explain. 

Senator  IIoulis.  I  wish  you  would. 

Mr.  MoBLET.  When  we  consider  farmers  of  the  South,  those  of 
who  work  with  them,  we  divide  them  into  three  classes.    Tlie 
are  the  landlords.    They  often  own  a  relatively  large  stock  in  . 
local  banks  and  are  often  largely  interested  in  the  supply  houses 
have  commissaries  or  supply  houses  on  their  plantations,  and  are 
who  ordinarily  have  good  bank  resources  for  financing  their  bi 
That  is  one  class.    Another  is  the  small  farm  owner,  who  owns 
own  farm,  which  is  relatively  small,  actually  operates  it ;  that  is,  ti 
the  soil  himself  or  personally  participates  m  doing  so  with  memF 
of  his  family  and  possibly  some  hired  help.    We  call  him  the 
farm  owner  and  classify  him  in  two  ways.    There  is  in  this  class 
equity  farm  owner — you  understand  what  I  mean  by  that — the 
upon*  whose  farm  there  is  a  mortgage.    And  the  third  class  are 
tenants  and  subtenants. 

With  regard  to  the  tenants  I  wish  to  speak  further.-    I  have  sh( 
the  landlord  is  reasonably  well  able  to  take  care  of  himself  with 
banks  and  supply  houses.    The  small  farm  owner,  if  he  lives  cl( 
to  a  good  market,  is  agriculturally^  an  educated  or  experienced 
and  uses  good  business  sense  and  industry^  and  patronizes  the  bai 
is  not  to  a  great  extent  discriminated  against,  but  if  he  is  at  a  ' 
tance  from  the  bank  and  is  on  an  average  with  the  majority  of  oari 
small  farm  owners,  he  is  in  a  class  that  is  discriminated  against  as  *  ^ 
tenants  are. 

We  have  here  in  these  hearings  some  statements  that  bear  this  out! 
I  will  read  from  page  61  of  No.  1  (Hearings  on  Rural  Credits  befoi 
the  subcommittees  of  the  ComniitU*es  on  Banking  and  Currency  c. 
the  Senate  and  House  of  Representatives),  in  IVS.  Thomson's  testi- 
mony.   The  report  says : 

In  a  vt»ry  short  o<»iift'ron<-o  with  the  presUlenl  of  the  bank,  be  said  his  bank 
loaned  nejrroes  at  r>()  to  !(»(>  i»er  cent  interest,  both  principal  and  interest  i«y- 
able  in  six  months.  In  other  words,  he.  the  negro,  has  to  imy  $120  six  monthi 
from  date  for  the  nse  of  StJO  for  that  perioil  of  time. 

I  am  not  ^^ing  to  say  that  this  is  a  typical  case  of  how  the  white 
farmer  obtains  money  in  Arkansas,  but  I  am  going  to  say  that  yOB . 
will  find  that   it  extends  fiii'ther  among  the  small  white  farmers 
than  you  mi<rht  be  \villin<r  to  believe  unless  you  were  to  make  in 
investigation. 

I  want  to  read  you  anothei-  tliin<r.  They  have  there  the  small  farm 
owner  or  tenant  who  are  not  able  to  finance  their  crops.  They  do' 
what  we  call  "  make  arrano:enients."  They  go  to  a  merchant  and' 
sign  a  blanket  cliattel  niort^aire  tlnit  covers  eveiything  in  the  world 
that  they  liave,  itemized  and  identified,  and  include  in  that  what 
they  do  not  have — that  is,  any  crop  that  they  may  raise  the  next 
year,  for  a  relatively  small  sum  of  money.  And  this  statement  thaf 
I  am  goinir  to  read  aptly  illustrates  and  shows  conditions  on  that  I 
line.  ' 

The  advancer  (that  is  the  moivhant)  is  obliged,  as  one  man  put  it,  to  fur- 
nish the  brains  for  the  whole  oonnnnnity.  He  knows  the  tracts  of  land,  its  pro- 
dnrtive  i)o\ver.  and  what  to  exi>ect  when  a  man  goes  on  It:  he  knows  how  mack 
family  the  advancee  has.  how  ninch  tlonr,  meat.  meal,  or  sirup  he  onght  to 
use  in  a  given  time,  and  will  not  let  him  (the  advancee)  have  more;  asks  him 
how  much  company  he  has  had  since  he  got  his  last  barrel  of  flour.  <»r  how  he 
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Md  use  it  8o  quickly,  assuming  tbat  iwssibly  ho  (tlie  Hdvancee)  sold  i^art 
it  to  go  to  n  show,  or  something,  or  to  buy  whisky;  he  (the  advancer)  also 
^ches  his  (the  advancee's)  cotton  and  corn  crop,  and  questions  him  closely 
to  bow  much  work  he  is  putting  on  it,  and  if  there  is  a  iwsslbility  of  a  crop 
Llare,  the  advancer  cuts  down  the  rations  dealt  out  in  advanca 

I  believe  that  this  statement  describes  a  condition  that  prevails 
nong  a  great  many  of  the  tenants  and  small  farm  owners  who  are 
lable  to  finance  their  business  on  an  equality  with  the  larger 
imeps. 

Mr.  WiNGO.  That  is  the  tenant  farmer  you  are  speaking  of? 
Mr.  MoBLEY.  The  tenant  farmer  and  small  farm  owner  who  gives 
ese  chattle  mortgages  for  supplies. 

Mr.  Seldomridge.  Ts  there  any  usury  law  in  that  State  you  have 
entioned? 

Mr.  MoBLEY.  Yes;  a  very  strong  one. 
Mr.  Shldomridoe.  How  is  it  evaded? 

Mr.  MoBLEY.  I  was  coming  to  that.  I  have  some  evidence  here. 
The  small  farm  owner  and  tenant  makes  that  arrangement  with  tlie 
.erchants,  or  if  he  is  a  little  further  up  in  the  financial  grade,  he 
yes  to  the  bank  and  borrows  money  and  pays  cash  for  the  goods.  I 
ive  a  note  here,  signed  by  one  of  these  small  farm  owners  who  bor- 
Jws  money  to  finance  the  production  of  his  crop,  which  I  would  like 
J  read,  but  I  would  not  lifee  to  give  the  name  of  the  bank,  because  I 
0  not  want  to  awaken  opposition.  This  note  is  signed  by  a  man 
rho  is  the  son  of  a  Methodist  preacher.  I  mention  this  to  show  that 
lis  childhood  environment  would  naturally  have  afforded  a  chance 
W  a  fair  education.  He  is  an  industrious  man  and  a  good  rihzen. 
[  am  taking  this  case  because  it  is  illustrative  of  the  better  class  of 
anall  farm  owners  who  have  to  borrow  money  on  short  credit  for 
)Poductive  purposes.  The  note  is  dated  February  12,  1913,  and  is 
be  in  nine  months.  The  face  calls  for  $50  but  the  farmer  who  made 
t  received  only  $45.  In  other  words  he  paid  about  15J  per  cent  »n- 
Brest  for  the  use  of  that  $45.  That  is  an  example  of  how  tho  usury 
iws  are  evaded.  It  is  in  the  nature  of  a  discount.  If  he  had  bor- 
>wed  that  money  for  only  }?ix  n^onths  it  is  very  probable  that  he 
ould  have  received  only  $45,  but  would  have  paid  10  per  cent  inter- 
4  on  $50  for  12  months  in  advance.  Do  not  understand  me  to  say 
lat  all  our  banks  and  merchants  do  this. 

To  show  you  where  the  matter  reaches  us,  making  us  feel  very 
■Tongly  on  the  subject,  if  our  organizers  go  into  a  community  to 
rganize  the  cooperative  union  for  the  purpose  of  buying  supplies 
od  selling  and  financing  our  crops,  we  often  find  that  the  supply 
lerchant  and  the  banks  who  are  guilty  of  these  practices  with  this 
Lass  of  farmers  succeed  in  breaking  up  such  organization.     Almost 

II  of  the  small  farmers  owe  them  something  and  arc  under  obli- 
mtion  to  them,  and  their  influence  prevents  the  success  of  farm 
ooperation  in  almost  every  instance. 

Here  is  a  letter  which  will  show  how  this  opposition  manifests 
tself.     It  is  addressed  to  me.  and  says  as  follows: 

I,  myself,  know  of  a  surety  th:it  n<»iiuiiioii  luen  rented  nil  of  .<<ald 's 

ind  that  was  formerly  farmed  by  union  men  In  the  year  1900,  and  for  no  other 
MBon  known  to  our  farmers,  except  tliey  objected  to  patronizing  his  way  of 

Inninf?.    c)ainift  be  could  not  make  a  Uving  by  js^inning  at  50  cents  a 

Qndred,  but  otber  gin  companies  claim  they  could  make  a  profit  at  45  cents 
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loss  B.  Tm  and,  so  far  as  I  have  knowledge,  there  are  no  union  farmers  a 
farm  to-day. 

This  is  a  typical  case  of  such  coininunitios.  I  have  more  of 
letters,  but  will  not  take  more  of  your  time  by  reading  them.  T 
efforts  to  organize  and  gin  their  cotton  under  a  cooperative  cont 
was  defeated  by  the  farms  which  they  tended  being  rented  outf 
under  them  by  the  landlord,  supply  merchant,  and  gin  owner, 
wanted  to  make  a  profit  by  ginning  their  cotton,  sellmg  them  go 
and  lending  them  money.  I  have  been  informed  that  some  of 
men  referred  to  in  this  letter  had  lived  on  that  farm  for  20  T( 
but  that  did  not  prevent  them  from  being  dispossessed  and  set  ad 

Thus  we  find  a  very  strong  opposition  among  that  class  to 
effort  to  organize  the  small  farm  owner  and  tenant  to  better  t 
own  condition. 

The  fact  that  this  condition  prevails  is  why  we  have  come  tc 
national  Congress  asking  Federal  help.     This  local  condition 
influenced  by  these  people  that  it  is  practically  impossible  for 
class  to  receive  proper  relief  under  (he  present  system. 

I  want  to  mention  in  this  connection  that  it  appears  to  me 
it  is  the  conclusion  of  this  committee  that  you  must  have  a 
body  of  farmers  in  order  to  initiate  a  system  of  farm  mort 
credit.  I  subscribe  in  a  manner  to  that  idea  and  would  recom 
it  if  the  conditions  I  have  shown  did  not  prevail.  I  have  w< 
for  years  and  succeeded  in  organizing  several  organizations  ^ 
could  be  made  to  serve  this  purpose.  But  these  have  succeeded 
in  communities  which  were  practically  out  from  under  the  infl 
of  the  class  of  merchants  complained  of. 

So  I  believe  that  if  we  should  tell  these  people  that  the  F< 
Government  was  going  to  assist  them  to  organize  cooperative 
and  personal  credit  banks,  whereby  they  could  borrow  nu)iie\ 
low  rate  of  interest  and  buy  supplies  at  cash  prices,  that  tin 
idea  that  would  present  itself  would  be  to  ask,  what  is  the  b 
who  holds  my  note  and  the  supply  merchant  who  has  a  moi 
on  my  crop  going  to  say  about  it?  Their  conclusion  would  b 
if  they  were  to  antagonize  these  persons  they  would  shut  off 
supplies.  Therefore,  we  can  not  afford  to  take  membership  ir 
organizations. 

I  want  to  emphasize  the  fact  that  personally  I  am  in  fa\ 
this  particular  provision  and  many  others  of  the  Moss  bill, 
have  brought  up  this  diflBculty  since  I  believe  it  will  be  a  s 
hindrance  to  the  organization  of  these  local  credit  banks  amor 
class  of  farmers  I  have  referred  to.  You  can  see  from  thia  the 
of  the  request  for  direct  Government  aid. 

That  is  what  compels  them  to  take  the  position  set  forth  b 
Hobbs  and  the  representatives  of  the  national  grange  in  their 
mony.  I  realize  that  direct  Government  aid  is  not  supposed 
a  really  worth  while  opinion,  but  I  ask  for  it  nevertheless,  b 
I  am  conscientiously  convinced  that  the  condition  we  have  wi 
be  met  by  the  local  cooperative  bank  idea  except  in  relativel 
communities  for  a  long  period  of  time. 

I  desire  to  say  that  this  class  of  bankers  who  hold  the  notes 
small  farm  owner,  or  the  landlord  who  holds  the  mortgage 
tenant,  will  ask  the  man  whose  notes  are  mortgages  they  hold 
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going  to  join  this  bank  "  ?  And  the  man  will  often  say  '•  No," 
probably,  and  refuse  to  join, 
he  question  of  direct  aid  to  farmers  is  one  that  I  realize  you  gen- 
en  are  not  very  friendly  to.  I  have  read  all  of  the  hearings,  I 
ive,  except  a  few  numbers.  I  have  also  read  the  report  of  the 
ing  committee  that  went  to  Europe  to  study  the  subject,  the 
cher  bill,  and  the  Moss  bill.  But  looking  at  it  from  the  stand- 
it  I  have  outlined,  we  can  not  see  any  other  way  to  obtain  help; 
'an  not  see  how  you  can  figure  out  any  other  method  which  would 
li  us  without  giving  the  small  farm  owners  and  the  equity  farm 
ers  and  the  tenants  the  right  to  have  their  lands  or  other  prop- 
appraised  and  properly  taken  care  of  as  regards  the  proof  of 
lit  value,  and  then  have  a  direct  way  that  we  can  get  credit  from 
Government.  It  is  not  a  popular  suggestion,  but  I  believe  you 
find  it  represents  the  wish  and  necessity  of  a  very  large  number 
organized  farmers. 

[r.  Platt  (interposing).  You  are  talking  about  personal  credit? 
tr.  MoBLEY.  No,  sir;  I  am  talking  about  both  personal  and  land 
lit  from  the  Government. 

[r.  Bm.KL.EY.  You  do  not  think  it  would  be  possible  to  mortgage 
ece  of  ground  without  making  a  public  record,  do  you? 
^r.  MoBLEY.  No,  sir:  however,  the  ai*rangements  for  the  loan  could 
perfected  without  that. 

want  to  mention  another  matter.  I  do  not  know  what  you  think 
it  it,  but  I  noticed  that  Mr.  Doak  asked,  "  Should  the  land  bank, 
rffanized  under  the  Moss  bill  or  a  similar  bill,  receive  postal  sav- 
deposits?"  The  banker  from  Virginia — I  did  not  catch  his 
e — did  not  think  they  should.  This  is  the  way  we  reason:  If 
postal  deposit  money  is  received  from  the  depositor,  who  is  a 
en,  at  2  per  cent,  and  deposited  in  a  commercial  bank  at  2^  per 
,  and  then  we  organize  a  land  bank  and  take  our  bonds,  which 
id  bear,  according  to  the  Moss  bill,  I  do  not  Imow  what  interest 
i  nobody  else  knows,  according  to  that  bill,  as  I  read  it),  and 
)sit  those  bonds  in  a  commercial  bank;  if  the  bonds  draw  6  per 
interest  and  the  bank  bought  them  with  money  costing  it  2^  per 
,  the  bank  would  be  making  3i  per  cent  on  the  deal,  and  the  Gov- 
lent  would  furnish  it  the  money  to  make  this  off  of  us.  That  is 
rvay  it  looks  to  me,  and  I  have  read  a  good  many  other  arguments 
lese  hearings  that  have  the  same  kind  of  logic  in  them, 
lat  brings  me  to  this  thought:  That  whatever  bank  bill  you 
inmend  to  aid  the  fanner — if  the  aid  that  he  gets  in  that,  has  to 
»  from  a  commercial  hank,  you  are  going  to  discredit  the  system 
le  South.  They  and  the  supi)ly  houses  have  got  us  in  this  eco- 
ic  condition  down  there  where  wc  have  to  sell  what  we  produce 
le  lowest  wholesale  price  and  buy  all  the  supplies  we  use  in  pro- 
ion  and  hire  what  money  we  use  at  the  highest  rate  of  interest 
Erofit  price.  In  other  words,  we  are  buying  at  retail  and  selling 
olesale,  and  we  say  this:  We  call  tliem  middlemen;  that  is  the 
we  designate  them.  They  stand  there  getting  our  money  both 
I  It  makes  us  suspicious — I  want  that  word  to  go — it  makes  us 
icious  whenever  they  begin  to  talk  about  something  like  that 
:ion  of  the  postal  savings  bank.  We  would  like  to  have  aid  direct 
.  the  Government.  If  it  must  come  through  the  commercial 
er,  the  money  that  they  would  lend  us  would  be  in  part  money 
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they  paid  2^  per  cent  for,  and  the  return  they  would  get  from  us 
its  use  would  be  possibly  3  or  4  per  cent.  In  other  woixls,  it  wo 
all  be  coming  their  way,  we  would  be  paying  tlie  bill  and  the  G 
eminent  would  be  furnishing  them  the  money.  In  other  wonis, 
would  have  another  middleman  between  us  and  the  money  sup| 
and  when  we  get  another  middleman  we  have  to  pay  more  for 
loan.    Do  you  agree  with  that? 

Senator  Holus.  Yes. 

Mr.  MoBLEY.  We  arc  American  people  and  are  not  nnreasona 
We  believe  that  we  are  unreasonably  discriminated  against 

Somebody  said  something  here  this  morning  about  the  possibi 
of  the  farmer  borrowing  money  to  buy  an  automobile.  We  do 
want  to  answer  arguments  like  that,  but  they  bring  out  the  idei  \ 
the  farmer  as  a  class  can  not  safely  be  trusted  to  pledge  his  cr 
and  use  the  money.  I  will  admit  in  certain  cases  he  would  nol 
but  I  do  not  like  to  have  sarcasm  flung  at  us.  I  believe  if  thest 
tics  were  examined  as  to  buying  automobiles,  you  would  find  t 
are  many  more  people  in  the  towns  buying  automobiles  who  car 
afford  them  than  you  will  find  in  the  country.  It  may  not  l)e 
form  to  say  it  and  I  do  not  like  to,  but  we  want  to  say  that  \i 
take  the 

Senator  Hollis  (interposing).  When  we  had  the  banking bil! 
Federal  reserve  act,  before  the  conmiittee  there  were  a  great  i 
more  flings  made  against  the  bankers  than  any  class  of  people  I 
ever  known  of.  You  are  not  discriminated  against  in  that 
ticular? 

Mr.  MoBLEY.  We  were  not  present  when  those  things  were  • 
on,  but  we  are  usually  present  when  these  things  go  on. 

Senator  Hollis.  I  thmk  it  is  a  fact  that  there  are  nuire  ?uch  i 
said  against  the  bankers  than  any  other  one  class  of  indivi<liiali 

Mr.  MOBT.EY.  We  "  cuss  "  Wall  Street  some  ourselves,  as  well  as 
one  else;  but,  then,  we  do  it  straight  from  the  shoulder,  and 
logical  reasons  for  doing  so.    But  that  is  rather  by  the  way. 

The  question  has  been  raised  with  regard  to  a  limited  loan,  ar 
idea  as  outlined  in  the  hearing  seems  to  be  that  the  farmer  slim 
able  to  borrow  money  to  pay  outstanding  debts  against  his 
to  use  in  improving  the  land  for  which  he  has  already  paid,  or  t 
by  the  loan  the  balance  of  the  purchase  price.  That  is  the  \ 
understand  it.  I  will  tell  you  what  I  believe  about  it.  The  fa 
when  he  makes  application  for  that  loan,  ought  to  declare  i 
application  exactly  what  he  wants  the  money  for,  what  he  wi 
it  for.  I  believe  in  that,  and  the  farmer  will  stand  for  it.  I 
talked  with  many  of  them  and  I  know  they  will.  I  know  the  n 
my  country  and  their  condition,  nnd  I  know  thev  will  not  only 
for  it,  but  they  will  be  jorlnd  to,  l)ecause  they  will  realize  that 
money  is  actually  loaned  for  such  purposes  it  will  increase  tlw 
of  the  land,  the  security  they  have  to  offer,  and  will  help  to 
about  a  lower  rate  of  interest  and  better  terms.  You  migh 
some,  though,  who  would  disagree  with  this. 

There  has  been  another  matter  raised  in  these  hearinp^s,  the 
tion  of  statistics  on  farm  lands  as  security,  and  the  question  ia 
whether  land  as  security  apjneciates  or  depreciates  in  vil 
believe  if  I  mortgaged  niy  farm  to  a  land  bank  or  the  Oorer 
that  there  is  no  hotter  system  you  could  devise  by  which  I  mig 
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y  at  a  lower  rate  of  interest,  on  long  time,  than  to  compel 
sp  an  account  of  the  land  I  cleared,  the  additional  produc- 
icre  or  loss,  the  extra  houses  built,  pig  houses,  smokehouses, 
extra  painting,  repairing,  and  fence  building  I  had  done, 
with  whatever  had  been  lost  by  fire,  etc.,  to  show  whether 
ity  has  appreciated  or  depreciated,  and  to  file  this  report 
local  land  bank  or  Government  agent  annually. 
jLKLEY.  You  would  require  the  borrower  to  make  an  annual 

to  the  condition  of  the  security  ? 
3BLEY.  Yes;  and  I  would  require  that  the  fiduciary  agent  in 

bank,  if  you  decided  in  favor  of  that  plan,  that  he  should 

JLKLEY.  Subscribe  that  proof? 
3BLEY.  Yes. 

JLKLEY.  What  if  he  found  there  was  a  depreciation? 
OBLEY.  I  have  opened  the  proposition.  If  the  suggestion  is 
3  for  you  gentlemen  to  work  it  out,  but  there  ought  to  be  a 
ig  or  penalizing  proposition  behind  these  bonds.  I  want 
be  good,  because  I  want  the  low  interest.  I  am  going  to 
t  part  of  it  for  you  to  work  out.  There  would  have  to  be 
►vision  for  penalties  or  foreclosure  proceedings,  since  if  he 
the  money  ne  must  pay  it  back  and  keep  up  the  security.  I 
thing  done  squarely  and  in  the  manner  that  will  most  efii- 
glp  the  farmer. 

IN  GO.  I  wanted  to  get  your  idea  about  it.  Your  idea  is  to 
gainst  what  some  denominate  reckless  borrowing  or  borrow- 
ther  than  proper  purposes.  You  feel  like  supervision  ought 
,  and  some  provision  ought  to  be  made  so  that  if  a  man  had 
reckless  loan  or  borrowed  money  for  purposes  other  than 
which  he  represented  that  we  would  have  some  way  by 
e  legitimate  borrowers'  interest  rate  would  not  be  affected 
I  of  what  you  might  call  wildcat  borrowing,  so  as  to  tend 
that  he  is  a  bona  fide  patron  of  the  i^stem,  and  so,  inci- 
to  affect  his  loan  for  tne  full  term.  In  other  words,  you 
there  ought  to  be  some  provision  by  which  his  loan  could 
osed  if  he  does  not  show  by  his  acts  and  use  of  the  money 
3  of  the  class  that  needs  it  and  was  intended  to  be  benefited 

>BLBY.  In  substance  along  that  line;  yes;  and  that  this  could 
simple  system  of  farm  accounts,  though  it  would  have  to 
impie.  The  department  could  furnish  blanks  at  a  minimum 
hat  he  could  carry  it  out.  It  could  be  made  a  wonderful 
the  farmer.  If  you  can  get  him  to  keep  some  simple  form 
accounts  it  will  educate  nim  more  than  anjrthing  you  can 
e  present  southern  farmer  of  the  last  two  classes.  We  have 
d  something  along  that  line  in  our  own  work.  There  is 
that  will  make  a  man  so  watchful  as  to  keep  an  account  of 
y  he  spen<k. 

IKOO.  Would  you  make  him  keep  books? 
OBLBT.  Yes,  sir;  a  very  simple  form  of  accounting.    As  I 
lank  form  can  be  worked  out  that,  the  borrowing  fanner 
mpelled  to  keep  M  one  c<Madi;tion  of  his  loan, 
not  made  any  note?;;  I  studied  the  oaatter  oyer  tbooouffbly. 
)theire4:  very  much,  aboart  the  jtivxH^xmnpUw  olfiui^e.  ot.  the 
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Moss  bill.  I  realize  that  if  these  bonds  can  be  exempted  from  t 
tion  and  the  mortgages  exempted  from  taxation,  it  is  very  desin 
because  it  will  help  to  get  a  lower  rate  of  interest.  I  do  not  k 
whether  it  can  be  done  or  not,  but  whatever  bill  you  bring  in,  if 
bring  in  something  that  does  that,  you  strengthen  it. 

Mr.  Seldomridge.  How  long  have  you  lived  in  this  section 
speak  of? 

Mr.  MoBLEY.  Since  1879,  in  Arkansas. 

Mr.  Seldomridge.  Has  there  been  any  improvement  in  agriculti 
conditions  there  in  the  past  5  or  10  years? 

Mr.  MoBi^Y.  A  very  great  improvement. 

Mr.  SELDOMRmoE.  Does  that  improvement  relate  to  the  populat 
which  has  been  permanent  there,  or  does  it  relate  to  a  new  elemenl 
population  ? 

Mr.  MoBLEY.  I  could  not  answer  that  question.  I  do  not  beli 
anybody  could  answer  it.  It  might  relate  to  a  new  populati 
Government  activity,  it  might  relate  to  the  work  of  the  agncultu 
schools,  it  might  relate  to  the  farm  organization's  work,  univers 
extension,  farm  demonstration,  and  many  other  agencies. 

Mr.  Seldo3iridge.  Has  the  State  in  any  way,  tnrough  its  legi 
ture,  attempted  to  relieve  the  conditions  that  exist  with  reference 
injurious  financial  conditions? 

Mr.  MoBLEY.  No,  sir ;  except  in  passing  usury  laws. 

Mr.  Selix)mridge.  Is  that  due  to  a  lack  of  interest  or  simply 
cause  of  a  lack  of  information  ? 

Mr.  MoBLEY.  It  is  due  to  the  fact  that  those  men 

Mr.  SELDOMRrooE  (interposing).  They  control  the  State  gove 
ment?     Is  that  the  idea? 

Mr.  MoBLEY.  They  are  the  men  that  control. 

I  want  to  tell  you  a  story.  I  cried  when  I  heard  it.  A  fanner, 
old  man,  in  the  State  of  Arkansas,  said  in  one  of  our  conrentic 
"This  is  the  greatest  day  in  my  life,"  and  the  tears  ran  down 
old  face.  He  said :  "  Twenty  years  ago  I  came  in  town  here  to 
store  and  made  arrangements;  I  have  finished  paying  back  to-day, { 
am  out  of  debt." 

It  is  a  kind  of  commercial  peonage  there  in  many  places  that 
fluences  the  debtor  to  vote  or  do  what  his  creditor  wants  him  to. 

This  man.  who  had  been  in  debt  to  one  man  for  20  years  conti 
ously,  would  represent  that  c!a-s  of  commercial  peonage,  and, 
conrse.  he  wonld  be  more  or  less  influenced  by  his  creditoi*s. 

Mr.  WiNGO.  Mr.  Mobley,  is  it  not  true,  in  answer  to  Mr.  Seldi 
ridge's  question  as  to  what  had  been  the  causes  of  the  agricultr 
improvement  in  your  State — is  it  not  true  all  those  different  elemt 
which  have  been  named  have  contributed  to  your  rapid  deve! 
ment? 

Mr.  Mobley.  The  railroads  have  helped;  the  university,  thro 
its  extension  department,  has  helped;  the  common  agriculti 
schools  have  helped:  the  farm-demonstration  work  and  the  S 
department  of  agriculture  have  helped  to  advance  everything  ex( 
the  financial  side  of  it,  and  that  is  left  severely  alone.  The  hel| 
all  for  more  production  only. 

Mr.  SELDOMRrooE.  If  the  committee  should  find,  in  its  judgm 
that  it  would  be  impossible  to  render  the  direct  Government 
that  is  asked  for,  but  showld  pxo^da  ati  agency  through  which 
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rs  might  work  together  with  others  who  might  be  interested 
1  welfare,  do  you  think  it  would  be  possible  for  the  agency  to 
reloped  independent  of  this  moneyed  interest  you  say  dominates 
itrols?  _  ' 

MoBLEY.  It  would  in  many  more  localities  than  if  our  aid  is 
!ct.  Of  course  the  conditions  I  mention  do  not  prevail  every- 
\,  But  we  could  work  it  out  best  with  direct  aid. 
.  WiNGO.  Coming:  to  the  bill  that  has  been  introduced,  known 
e  Fletcher-Moss  bill,  do  I  understand  you  say  you  think  it 
1  be  wise  to  put  in  an  exemption  proposition  to  which  you 
•ed,  exemption  from  taxation? 
.  MoBLEY.  If  they  could  do  it  by  exempting  simply  tlie  mort- 

that  are  given  to  these  bnn^B^t  not  to  exempt  all  real  estate 

.  WiNoo.  In  other  words,  y(yff?^emption  would  go  to  the  mort- 
indebtedness  due  these  banks  alone? 

.  MoBLEY.  To  this  class  of  banks  or  the  Government:  yes. 
.  WiNGO.  You  would  not  exempt  the  mortgages  and  bonds  and 
of  the  bank?     You  would  not  exempt  all  of  these  different 
s? 

.  MoBLEY.  No,  sir;  I  would  not  exempt  the  stock  and  surplus 
let  income  derived  therefrom. 

.  WiXGO.  This  bill  provides  for  banks  with  a  capital  stock  of  a 
luim  capital  of  $10,000,  and  the  theory  of  those  gentlemen  who 
)se  it  seems  to  be  that  a  certain  number  of  farmers  will  get 
ber  and  take  that  stock.  Now,  do  you  believe  there  is  ready 
ible  money  in  the  hands  of  the  farmers  to  organize  these  banks 
r  country? 

.  MoBLBY.  I  know  there  is  not. 

.  WiNGO.  Is  not  the  trouble  with  the  tenant  class  that  they 
icking  not  only  in  investment  capital,  but  they  are  lacking  also 
3rt-term  credits? 
.  MoBLEY.  Yes,  sir. 

.  Platt.  Aren't  we  allowing  a  kind  of  a  misapprehension  to 
ut  as  to  who  can  organize  these  banks?  There  is  nothing  to 
nt  a  Wall  Street  business  man  from  organizing  one  of  these 
3  down  there,  is  there? 

.  MoBLEY.  If  a  company  of  men,  not  less  than  10  in  number,  in 
rdinary  farm  districts  of  Arkansas  can  assemble  so  much  as 

00  of  money  as  a  working  capital  over  and  above  their  farm 
sities,  they  can  put  that  money  to  commercial  and  bank  uses 
svill  make  them  infinitely  more  than  they  can  ever  hope  to  make 
►f  one  of  these  banks.  Such  banks  would  be  failures  with  us 
;al  institutions. 

.  WiNGO.  Let  me  ask  you:  You  stated  to  the  committee  that 

were  three  classes,  the  landlord,  the  small  farm  owner,  and  the 

it  farmer.    Now,  is  it  not  a  fact,  as  you  have  already  stated, 

for  the  landlord  there  is  not  a  present  economic  need  for  legis- 

1  of  this  kind  in  his  behalf,  but  that  there  is  need  for  it  in  behalf 
e  tenant  farmer  and  the  small  farm  owner? 

•.  MoBLEY.  There  is  no  need  on  behalf  of  the  landlord;  he  is 
able  to  take  care  of  himself.  But  the  other  two  classes  must 
help,  and  that  soon. 
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Mr.  WiNGO.  The  man  you  are  thinking  of  is  not  the  landlord  ci 
the  man  who  has  money  already  upon  deposit  with  the  banks,  bn 
it  is  the  man  who  has  to  mortgage  his  crop  in  advance  in  order  to 
get  supplies  to  furnish  him.  That  is  the  man  you  have  in  mind 
and  whom  you  wish  to  benefit  when  you  ask  for  Government  aid! 

Mr.  MoiiLEY.  Yes,  sir;  also  the  small  farm  owner  who  needs 
money  to  pay  off  a  mortgage  on  his  farm  or  to  make  improveinentei 

Mr.  WiNGO.  Now,  then,  if  you  could  get  investment  capital;  if 
these  farmers  that  you  have  in  mind  could  secure  investment  capitili 
by  which  they  could  pay  for  their  homes,  secure  farm  homes  on  i. 
low  rate  of  interest  at  a  long  time  under  an  amortization  plan;  ia 
other  words,  if  you  could  secure  for  them,  under^  some  feaaUa 
practical  plan,  investment  capteii^hat  is  your  opinion  with  refa* 
ence  to  whether  or  not  person«m»its  could  be  taken  care  of  local^j 
and  the  pressure  along  that  lin^iJC^Uevedf  1 

Mr.  MoBLEY.  I  have  studied  personal  credits  from  the  standpoint 
of  this  class.  I  have  not  paid  so  much  attention  to  European  pe^ 
sonal  credits,  because  I  felt  that  they  would  not  reach  us.  Wc  il- 
ready  have  a  personal-credit  system  in  Arkansas. 

Mr.  WiNGO.  That  is  the  point  I  wanted  to  bring  out,  that  if  In 
could  get  this  investment  capital  that  situation  would  be  relieved! 

Mr.  MoBLEY.  That  is  what  I  want  to  bring  out.    If  this  law  did 
authorize  these  land  banks  or  granted  Government  aid  and  wodd 
go  further  and  authorize  a  personal-credit  proposition,  and  tto 
were  permitted  to  loan  money  on  good  chattel  mortgages  witii  gw 
personal  risks  behind  them,  these  banks  could  put  out  money  ca 
the  chattel  mortgages,  or  advance  these  people  money  to  do  tin 
farm  work  on  chattel  mortgages,  without  them  having  to  pay  this 
enormous  100  or  150  per  cent  store  profits  and  the  large  interest 
rates  they  now  pay.    Those  chattel  mortgages  are  good ;  those  people 
do  not  lose  on  them.    If  we  had  this  resource  for  money  we  would 
be  relieved  from  the  tension.    I  believe  that  it  would  be  simple  if 
we  had  a  law  giving  us  the  right  to  do  a  chattel-mortgage  businea; 
and  borrow   money — a  national   law — to  borrow  money  on  those 
chattel  mortgages  in  a  manner  similar  to  the  proposal  to  borrow  on 
land,  that  we  could  use  those  chattel  mortgages  and  often  find  raoncf 
ourselves  from  what  surplus  we  might  have  to  a  great  extent,  aM 
relieve  the  tenant  and  small  farm  owner  from  his  high  interest  rate 
»nd  take  care  of  his  needs. 

Mr.  Platt.  Why  couldn't  you  do  that  now  under  a  State  law! 

Mr.  MoBLEY.  We  could  not  afford  it.  Our  investment  in  onr 
farms  is  too  hard  to  carry  at  present  for  us  to  undertake  to  do  snd 
a  thing  without  help. 

Mr.  WiNGo.  If  you  could  furnish  the  small  home  owner  a  rural- 
credit  plan  by  which  he  could  get  the  money  easily  with  which  to  pal 
for  his  home  or  pay  off  the  existing  high-rate  mortgage— short  tero 
and  high  rate  mortgage — and  come  under  a  low-interest  rate  and  i 
long  term  and  get  his  investment  capital  where  it  would  be  mott 
permanent,  so  that  it  would  not  bother  him  for  a  long  term  of  yeart 
would  not  that  then  relieve  the  pressure  and  hveSk  some  of  tfci 
alleged  monopoly  of  the  personal-credit  system  to  which  you  refer! 

Mr.  MoBLEY.  It  would  not  break  it,  but  it  would  help  a  whole  kt 

Now,  in  this  law — this  is  not  a  criticism,  but  it  is  a  questioa 
that  comes  in  my   mind  and  has    occurred    to    many  gentlemrtj 
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Lth    whom  I  am  associated  in  this  work;   and  we  have  stiidie.l 

a  great  deal.  There^  are  about  3,000  counties  in  the  United 
tales.  Suppose  we  organize  the  banks  that  are  proposed  under 
lis  law  in  a  number  of  those  counties — 300  of  them,  or  one- 
snth  of  the  number  of  counties — and  attempt,  each  bank,  to  sell  its 
il50,000  worth  of  bonds.  Our  belief  is  that  it  would  have  a  directly 
opposite  effect  from  what  the  hearings  here  seem  to  expect;  that 
in^ead  of  it  decreasing  the  interest  we  nave  to  pay,  it  would  increase 
it,  because  we  would  become  competitors  for  money.  We  would  be 
in  about  the  same  position  the  Frenchman  was,  as  I  remember  read- 
ing, in  his  Credit  Foncier.  Originally  he  went  to  a  bank  and  put 
np  his  security  and  received  a  handful  of  bonds,  and  had  to  go  out 
ind  sell  wherever  he  could.  Would  not  that  be  just  what  we  wr)uld 
Bave  to  do  under  this  law?  Each  one  of  the  banks,  when  it  went  out 
to  sell  its  own  bonds  under  this  proposed  system,  would  be  putting 
practically  the  same  system  in  force  here  that  they  did  in  France. 
Having  to  peddle  these  bonds,  would  we  not  have  to  sell  them  for  just 
inything  we  could  get? 

Mr.  WiNGO.  In  other  words,  you  think  there  would  be  keen  com- 
setition,  or  some  competition,  in  the  same  market? 

Air.  MoDLKv.  Yes. 

Mr.  Platt.  And  you  would  have  the  extra  cnargc  of  getting  out 
he  bonds  and  selling  them  added  to  the  mortgages  ? 

Mir.  MoBLEY.  Yes,  sir;  and  then  we  have  this  further  condition: 
Cnstead  of  the  money-lending  world  seeking  us  to  lend  us  money, 
^hich  would  give  us  an  advantage  in  the  interest  rate,  it  would  be 
putting  us  in  the  position  of  competing  to  borrow  money,  and  that 
would  nave  a  tendency  to  put  up  the  intei'est  rate. 

Mr.  WiNGO.  You  tnink  that  would  increase  the  burden  on  the 
credit  system  of  the  country  and  increasie  the  interest  rates? 

Mr.  MoBLEY.  Yes,  sir;  not  only  on  the  credit  system  of  the  coun- 
liy,  but  would  really  make  us  pay  a  higher  rate  of  interest  through 
the  operation  of  a  law  which  had  intended  to  give  us  a  lower  rate  of 
interest. 

Mr.  Platt.  In  other  words,  you  think  the  whole  system  if  issuing 
bonds  is  a  bad  one  ? 

Mr.  MoBLEV.  No;  though  I  think  it  would  be  in  the  way  this  pro- 
posed law  leaves  it.    This  law  says : 

♦  •  •  Any  nntlonal  fnrin-Uiiul  b:uik  imiy.  wUh  the  consent  of  the  coni- 
miflflioner  of  farni-land  b:inks.  ni:iiiit.Mln  either  wUhin  the  State  in  which  it  is 
operating  or  elsewhere  sales  n^iits  or  agencies  for  the  sale  of  its  national 
iand-bnnk  bonds  or  for  trading  in  the  same. 

In  other  woi^ds,  we  might  have  a  Washington  County  land  bank 
.with  an  agent  in  Chicago,  and  thore  uiight  be  one  in  Benton  County 
and  300  or  400  or  500  other  c(.unties  of  the  United  States,  each  one 
i,irith  its  agent  out  trying  to  sell  $150,000  worth  of  bonds  for  each 
bank.  That  would  place  us  in  the  p^usition  of  competing  one  against 
fithe  other  instead  of  having  them  come  to  us — seeking  us. 
,r  Mr.  BuLKLEY.  I  think  you  understood  that  correctly;  but  there 
Would  be  an  offset  for  that  in  the  advantage  of  exenption  from  taxa- 
liion.  However,  I  see  the  justice  of  y<iur  criticism,  and  I  thought  you 
Would  make  some  suggestionr?  ju<  id  how  it  could  be  made  an  advan- 
tage'to  the  bpnrower. 
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Mr.  MoBLEY.  I  am  Populist  enough  to  want  the  Government  to  iH  | 
us  have  the  money,  and  all  of  the  organizations  that  I  am  acquainted 
with  think  that,  and  we  ask  that.    But  if  you  can  not  get  what  yoi ' 
ask  for,  then  take  the  next  best  thing. 

Mr.  BuLKLEY.  What  is  the  next  best  thing? 

Mr.  MoBLEY.  I  believe  the  next  best  thing  would  be  for  a  commis- 
sion in  the  National  Treasury  to  handle  those  bonds,  and  for  noue 
of  them  to  be  sold  anywhere  except  through  this  commission,  and  the 
sale  to  be  graduated  or  controlled 

Mr.  WiNGO  (interposing).  Would  you  have  a  Government  com- 
mission that  would  exercise  such  supervisory  control  as  to  preveDt 
fraud  in  the  giving  of  those  mortgages  and  tnen,  under  that  uovern- 
ment  supervision,  let  the  Government  coirmission  market  the  bonds. 
and  expense  of  marketing  be  paid  by  the  Government. 

Mr.  MoBLEY.  Yes;  and  not  let  any  of  those  banks  market  their 
bonds  at  all,  but  let  them  give  them  to  the  Government  conmiissioii 
to  market  and  without  waiting  for  the  bonds  to  be  sold  provide 
that  the  Government  will  advance  the  issuing  bank  the  par  value  of ; 
the  bonds  even  before  they  are  sold. 

Mr.  Wtngo.  Suppose  that  this  bill  is  passed.     The  banks  must 
have  some  mortgages  before  they  can  issue  bonds,  as  I  gather  from 
the  bill.    Would  there  be  any  way  by  which  the  local  land  bank,  if 
it  were  organized,  could  determine  what  rate  of  interest  they  would  ^ 
charge  the  farmer  who  wanted  to  mortgage  his  land?    How  would  j 
they  arrive  at  what  rate  the  interest  should  be,  because  the  bill  sajf  I 
there  ii  ust  be  a  1  per  cent  premium.    In  other  words,  on  the  mort-  1 
gago.  as  I  understand,  the  farmer  must  pay  at  least  1  per  cent  higiicr 
rate  than  that  the  bonds  call  for.    How  will  they  know  in  adrantt 
what  the  bonds  will  sell  for?    How  would  that  be  determined?    Have 
you  studied  that  question? 

Mr.  MoBLEY.  Yes,  sir.  Under  this  law,  as  it  is  written  here,  if 
I  went  to  a  land  bank  and  oifcred  my  land  for  mortgage  and  n>ked 
wliat  rate  of  interest  I  would  have  to  pay,  there  would  be  nolwh 
in  that  bank  and  nowhere  else  on  earth  who  could  answer  it.  I  wruld 
take  a  chance  on  what  I  would  have  to  pay,  because  that  bond  would 
have  to  be  sold,  and  whatever  it  sold  for  would  be  what  I  would  hnve 
to  pay  plus  1  per  cent.  But  if  you  had  a  commission  to  sell  th'^ 
bondi  of  course  it  could  determine  in  advance  about  what  the 
rate  would  have  to  be  in  order  for  the  bond  to  sell  at  par. 

Senator  Hotjjs.  That  is  where  the  judgment  of  the  managers 
would  come  into  play.  They  would  have  to  form  a  judgment  i« 
to  what  would  float  the  bonds  out  and  charge  you  a  rate  of  intercs* 
in  accordance  with  it.  And  if  they  loaned  it  to  you  too  cheaplj 
they  would  have  to  lose  and  that  would  have  to  come  out  of  th« 
capital? 

Mr.  MoBLEY.  It  could  not  be  any  other  way  under  the  proposed 
Moss  bill. 

Mr.  Platt.  You  could  assume  that  the  thing  would  stnii  off  witfc 
no  considerable  decrease  in  interest.  If  this  plan  is  put  into  efat, 
would  it  wipe  out  the  commissions  and  all  that  sort  of  thing! 

Mr.  MoBLEY.  No ;  not  at  first  at  least.  We  are  ready  to  accept  Ail 
condition;  but  now  there  is  another  thing  that  could  be  done  tbcrt 
the  interest.  The  Government  commission  for  selling  these  bondi 
ought  to  say  what  interest  these  bonds  shall  bear  and  they  ought  t0 
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5  sold  at  that,  just  like  any  other  Government  bond.  The  Goveni- 
lent  does  not  underwrite  these  bonds — it  does  not  guarantee  them — 
it  yet  it  could  say  what  interest  those  bonds  shall  bear  and  make 
lat'the  rate  of  interest  through  its  commission. 

Mr.  BuLKLEY.  Now,  right  there,  Mr.  Mobley.  How  can  you  do 
lat?     You  can  not  compel  anybody  to  invest  in  them? 

Mr.  Mobley.  No,  sir. 

Mr.  BuLKLEY.  Then,  how  can  you  tell  at  what  rate  cf  interest 
Ley  will  sell  ? 

Mr.  Mobley.  Now,  gentlemen,  I  am  not  positive,  but  I  believe  this 
immission  could  go  so  carefully  into  the  seliin<|  value  of  such  bonds 
id  first-class  securities  and  the  usual  rates  of  interest  that  prevails 
L  those  things,  and  the  rate  of  interest  that  would  be  given  to  those 
3nds  could  be  very  nearly  determined.  The  commission  in  selling 
lem  could  increase  or  lower  it,  as  the  money  market  demanded. 

Mr.  Platt.  Would  you  make  uniform  rates  of  interest  fur  all 
arts  of  the  country  ? 

Mr.  Mobley.  No,  sir. 

Mr.  Platt.  How  could  the  United  States  Government  fix  a  rate 
t  interest  unless  it  applied  uniformly  everywhere? 

Mr.  Mobijsy.  Your  question  goes  beyond  my  ability  to  answer. 

Mr.  WiNGO.  Let  me  call  attention  to  the  regional  reserve  bank 
rovision,  by  which  the  directors  of  the  reserve  banks  fix  the  dis- 
)U|it  rate. 

Mr.  Bulkley.  They  have  to  fix  it  from  time  to  time. 

Mr.  Mobley.  That  is  what  I  had  in  mind  in  my  first  suggestion, 
L  suggesting  that  the  Government  sell  these  bonds  and  fix  the  rates 
»  prevent  the  local  banks  having  to  fix  them. 

Mr.  Bulkley.  Do  you  mean  you  would  try  to  figure  some  rate 
F  interest  which  would  make  the  bonds  sell  at  par;  is  that  your  idea? 

Mr.  Mobley.  Yes,  sir. 

Mr.  Bulkley.  Don't  you  see,  if  we  should  fix  the  rate  so  low  that 
16  investing  public  would  consider  those  bonds  to  be  worth  a  little 
it  less  than  par  you  could  not  sell  them  at  all,  because  you  would 
ot  be  authorized  to  sell  below  par  ? 

Mr.  Mobley.  You  evidently  misunderstood  me. 

Mr.  Bulkley.  Possibly.    What  did  you  mean? 

Mr.  Mobley.  You  are  talking  about  an  arbitrary  rate  of  interest? 

Mr.  Bulkley.  That  is  what  I  understood  you  to  say. 

Mr.  Mobley.  Mr.  Platt  asked  me  if  I  w^ould  make  the  same  rate 
or  all  sections  of  the  country. 

Mr.  Bulkley.  What  did  you  mean? 

Mr.  Mobley.  I  said  the  Government  ought  to  fix  it,  but  I  did  not 
aean  to  fix  a  general  legal  rate.  I  mean  this  commission  ought  to 
u  the  rate  at  which  the  bonds  sell  at  the  time  they  are  sold. 

Mr.  Bulkley.  Suppose  they  have  an  issue  ready  to  sell ;  how  would 
di  fix  the  rate? 

Mr.  Mobley.  This  conmiission  that  handles  the  bonds  would  fix 

rate  at  which  they  could  be  sold  at  that  time. 

Mr.  Bixkley.  AJl  right.    They  would  have  to  sell  at  par,  wouldn't 


Mr.  Mobley.  Yes,  sir. 
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Mr.  BuLKLEY.  Then  my  point  is  perfectly  good.  If  ihe  invfc^tini 
public  would  not  be  willing  to  pay  par  for  them,  then  could  not  bor 
them  at  all? 

Mr.  MoBLEY.  No.    The  commission  could  raise  the  interest. 

Mr.  BuLKLEY.  The  commission  could  raise  the  interest? 

Mr.  MoBLEY.  Yes. 

Mr.  BuLKijEY.  And  call  for  a  new  subscription! 

Mr.  MoBLEY.  No;  the  interest  would  not  be  printed  in  the  face  of 
the  bond.  The  rate  upon  the  bond  would  not  oe  entered  until  after 
the  commission  knew  what  they  would  be  sold  for. 

Mr.  BuLKLEY.  I  do  not  understand  how  the  rate  could  be  fixed 
for  which  the  bonds  could  be  sold.  You  could  not  get  anybody  to 
buy  a  bond  if  they  did  not  know  what  the  interest  was  going  to  be. 

Mr.  MoBLEY.  Let  us  state  a  case:  You  are  an  investor  and  die 

gentleman  there  [indicating]  is  the  commissioner.  You  say,  '*  I  wiD 
uy  those  bonds  at  4  per  cent."  He  has  tried  to  get  8^,  but  he  codd 
not  get  it,  and  he  says,  "All  right;  they  are  your  bonds";  and  he 
writes  them  out  at  4  per  cent  and  you  take  them. 

Mr.  BuLKLEY.  By  agreement  with  the  purchaser? 

Mr.  MoBLEY.  Yes. 

Mr.  WiNGO.  As  I  gathered  from  your  statement,  your  idea  wis 
thas  this  commission  would  investigate  and  would  he  able  to  ascer- 
tain what  a  bond  of  that  character  would  really  be  worth,  and  tfail 
they  could  hold  those  bonds  for  that  figure.  After  that,  if  there  wis 
no  competition  or  there  was  an  effort  to  try  to  force  the  sale  at  a 
higher  rate  than  the  commission  had  fixed,  they  could  be  held  of 
the  market  and  the  commission  could  ascertain  what  the  real  value 
of  the  bonds  of  that  character  were,  and  say,  "  We  will  not  sell  at  i 
higher  rate  than  that  which  they  should  really  bring." 

Mr.  MoBLEY.  That  is  my  idea  exactly.  The  commission  will  in- 
form itself  of  what  will  be  a  reasonable  rate  and  refuse  to  sell  at  in 
unreasonable  rate.  And  if  for  that  reason  the  bonds  are  held  off 
pending  sale  at  such  reasonable  rate  of  interest,  then  the  Govern- 
ment would  permit  us  to  go  ahead  and  conclude  our  transadioB 
with  the  borrower,  it  holding  our  bonds  for  face  value  as  its  seeuritj. 

Mr.  BuLKLEY.  Of  course,  there  is  the  idea  that  somebody  ou^htto 
keep  down  the  rate  of  interest  and  to  keep  up  the  price  of  the  Dond: 
but  it  seems  to  lue  much  better  to  do  that  by  having  some  person  who 
is  interested  in  that  than  it  would  be  to  have  some  Government 
official  upon  a  salary  do  it. 

Mr.  MoiiLKY.  T  disagree  with  you.  I  have  arrived  at  the  conclu- 
sion that  the  Government  can  find  men  who  backed  up  by  its  prestige 
can  sell  those  bonds  better  than  I  could  myself,  or  any  little  bint 
I  believe  that  is  good  common  sense.  In  other  words,  I  believe  the 
Government  commission  could  sell  these  bonds  better  than  any  indi- 
vidual. 

Mr.  Wi^co.  In  other  words,  you  lx?lieve  that  a  Government  com- 
mission, under  a  Federal  law  having  authority  to  supervise  the  isw- 
ing  of  these  bonds  which,  in  itself,  would  carry  witn  it  an  imptiedf 
though  not  a  legal,  guaranty  of  the  correctness  of  all  the  fonnalitiei 
and  the  solvency  of  the  issue — that  that,  within  itself,  would  ffl^' 
them  sufficient  prestige  to  bring  the  highest  price,  or  rather  the  low- 
est rate  of  interest,  in  the  open  market  ? 

Mr.  MoBLEY.  Yes,  sir. 
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.  ScLDOMSiDGE.  Do  you  recog^ize  that  that  value  would  attach 
>ond  if  it  had  been  certified  to  by  the  central  agency  within  the 

rather  than  by  the  General  Government  acting  under  a  Fed- 
aw?  ^ 

.  MoBLBY.  Yes;  I  realize  that.  The  central-agency  idea  would 
p  third  idea,  as  I  would  express  it.  The  direct  aid  would  be  the 
dea.*  The  Government  supervision  and  selling  of  those  bonds 
\  best  interest  rate  they  could  would  be  the  second  idea,  and  the 
il-bank  idea,  one  for  each  State,  would  be  the  third. 
ve,  then,  if  I  have  said  enough  about  that,  I  will  say :  As  I  see 
iw,  a  central  bank  would  be  about  the  only  thine  we  would  have 
Lrkansas.  We  would  hardly  have  a  local  bank,  because,  as  I 
"Stand  it,  there  is  no  limit  on  the  amount  of  money  the  share- 
r  can  subscribe  to  the  stock  in  those  banks.  I  do  not  find  where 
imited,  and  I  understand  the  stockholder  can  be  a  nonresident, 
on't  have  to  be  a  citizen  of  the  United  States.  I  understand 
oard  of  directors  can  be  one- fourth^  of  them  nonresidents.    I 

I  am  correct  in  that.  Then  taking  into  consideration  the  fur- 
fact  that  $10,000  is  the  lowest  amount  of  money  you  can  use  to 
one  of  these  banks,  and  then  coming  down  in  my  country  where 
m't  have  that  amount  of  money  to  go  into  this  kind  of  a  busi- 
-that  is,  our  kind  of  people  don't  have  it — ^some  other  class  of 
e  are  the  people  who  are  going  to  put  up  the  money  to  start  the 
I  and  carry  them  on.  That  is  patent  on  the  face  of  this  thing. 
.  WiNGO.  In  other  words,  the  condition  you  have  in  mind  to 
is  a  condition  which  would  naturally  have  to  rely  upon  outside 
il? 

.  MoBLET.  Yes,  sir. 

.  WiNGO.  You  have  not  the  local  capital  available;  you  must 
itside  capital? 
.  MoBLEY.  Yes,  sir. 

.  WiNoo.  Isn't  it  a  fact  that  syndicate  banks  already  operate  in 
itate;  that  is,  Kansas  City,  St.  Louis,  and  others  bankers  own 
ng  of  banks  all  through  that  country?  One  man,  I  think  a 
her,  a  friend  of  Champ  Clark,  it  is  alleged,  owns,  I  think,  28 
1  in  your  State  or  has  tne  principal  interest  in  the  corporations 
io.  Now,  bringing  in  that  outside  capital  under  the  present 
n,  these  banks  do  not  lower  the  rate  of  interest.  They  do  bring 
me  outside  cai>ital,  but  the  competition  is  so  great  locally  it 
ceeps  the  high  interest  rate. 

.  MoBLEY.  Yes;  but  I  want  to  add  something  to  that  The 
etition,  as  I  call  it,  for  the  hire  of  money  has  held  it  up,  and 
:om  resulting  practically  in  restraint  of  trade  in  money  matters 
ends  to  keep  interest  up. 

.  WiNGO.  I^et  me  ask  you  this  question:  Is  there  anything  in 
tate  law  you  know  of  that  would  prevent  the  organization  of 
k  similar  to  the  ones  provided  for  in  here,  even  if  Congress 

does  act? 

.  MoBLEY.  In  a  general  way,  no.  I  expect  on  the  question  of 
cemption  of  mortgages  and  things  like  that  you  would  have  to 
ft  State  law. 

WiNOO.  But  I  mean  you  could  get  together  and  organize  State 

for  -the  lending  of  money  on  farm  mortgages  under  a  long 
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term  and  an  amortization  plan.    There  is  nothing  in  the  State  lit 
to  prevent  this  that  you  know  of? 

Mr.  MoBLEY.  Nothing,  if  they  could  sell  their  bonds. 

Mr.  Platt.  If  farmers  in  your  neighborhood  can  afford  to  pgj 
100  per  cent  it  would  seem  to  me  a  pretty  profitable  thing  to  go  into 
the  organization  of  these  banks. 

Mr.  MoBLEY.  Let  me  tell  you,  Mr.  Platt,  that  is  profoundly  put 
and  very  hard  to  answer.  It  brings  up  a  condition  of  mind  thatt! 
man  gets  into.  It  is  like  a  man  who  i>  mesmerized — he  is  controUed 
by  the  outside  power,  not  his  own  mind.  You  said  a  while  ago  yon 
did  not  understand.  I  caught  your  point  all  right.  I  do  not  care 
to  explain,  but  there  is  a  condition  of  mind  there.  I  do  not  want 
to  talk  mysteriously,  but  that  condition  of  mind  would  keep  many 
out  of  such  banks. 

Mr.  PLA'n\  What  can  be  done? 

Mr.  MoBLEY.  I  tell  you  direct  Government  aid  will  reach  him 
right  now. 

Mr.  Seldomridoe.  Mr.  Mobley,  what  security  has  he  to  give  either 
for  a  loan  from  the  Government  or  an  individual? 

Mr.  Mobley.  He  often  has,  among  the  small  landowners,  a  pretty 
good  piece  of  ground. 

Mr.  Seldomridoe.  Do  you  mean  clear  of  indebtedness  or  mort- 
gaged? 

Mr.  Mobley.  Many,  a  great  many,  of  this  one  class  are  withoot 
mortgage.  He  has,  in  the  next  instance,  a  good  piece  of  ground  with 
a  debt  on  it,  and  if  he  can  borrow  enough  to  pay  that  debt  off,  thrf^ 
man i 

Mr.  Seldomridoe  (interposing).  What  is  the  average  size  farm^ 
that  you  have  owned  by  the  class  of  people  that  need  this  help? 

Mr.  ]\[oRLEY.  Now,  i  Imve  read  in  your  statistician's  report  here, 
Dr.  Thomson,  a  whole  lot  of  statistics  about  the  average  farm  in 
the  United  States,  and  all  like  that,  but  I  do  not  believe  any  informa- 
tion he  submitted  about  that.  It  would  range  anywhere  from  10 
to  160  acres. 

Mr.  Seldo^iridge.  What  is  the  value  of  your  land? 

Mr.  Mobley.  The  value  of  our  land  would  range  from  $10  to  SlOO 
an  acre. 

Mr.  Skldomridge.  Is  it  land  as  some  witnesses  have  described  as 
being  in  river  bottoms,  capable  of  being  flooded  or  its  value  destroyed 
by  any  overflow? 

Mr.  Mobley.  Some  is  in  the  broad,  rich,  alluvial  river  bottoms; 
some  is  in  tlie  wide,  rich  swamp  sections  which  have  been  drained^ 
sucli  lands  being  subject  to  overflow.     Some  of  it  is  the  red  clty^ 
on  the  hillside:  some  of  it  is  rocky,  mountain  land;  some  of  it  is  on 
the  plateaus  of  the  mountains,  and  some  of  it  is  in  the  narrow  valleys" 

Mr.  WiNGO.  May  I  be  permitted  a  suggestion?  Mr.  Seldomrid^j 
asked  what  can  he  offer  as  security.  In  other  words,  you  want  to 
know  whether  he  has  got  tlie  security  to  justify  it?  < 

Mr.  Seldomridoe.  Yes. 

Mr.  WiNC'o.  Has  not  the  small  farmer  in  Arkansas  a  place  that  is^l 
of  sufficient  productive  value  so  that  he  now  makes  a  living  on  it  andi 
yet  pays  a  high  rate  for  the  money  with  which  to  operate?  ! 
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^r.  MoBLEY.  Yes.  It  is  of  enough  productive  value  to  make  that 
*  in  the  mercantile-supply  proposition  to  pay  from  150  to  200  per 

Mr.  WiNGO.  In  other  words,  he  is  making  a  living  now  in  spite  of 
^  bad  conditions? 
^r.  MoBLEY.  Yes. 

3ir.  Platt.  Coming  back  to  these  tenant  farmers,  isn't  it  possible 
^  them  to  dig  themselves  out  from  under  the  storekeeper  class 
fough  the  parcel  post?  Why  can  not  they  go  to  Sears  Roebuck 
casionally  and  buy  their  stuff  for  one-tenth  what  they  have  to  pay? 
Mr.  MoBLEY.  Mr.  Piatt,  I  will  answer  you  this  way.  I  will  say 
im  the  owner  of  a  plantation  and  you  are  my  tenant,  and  you  are 
t  in  the  field  at  work,  and  I  come  over  to  your  house  to  the  pump  to 
t  a  drink,  and  I  see  a  catalogue  which  a  little  child  has  left  lying 
ound  on  your  porch  of  Sears  Roebuck  &  Co. ;  the  next  year  I  don't 
ink  you  would  rent  from  me  again. 

Mr.  WiNGO.  He  has  no  assurance  that  the  Sears  Roebuck  &  Co.'s 
talogue  would  be  of  any  benefit,  as  their  prices  are  as  high  as  he  has 
pay  at  the  local  store? 

Mr.  MoBLEY.  I  am  not  going  to  argue  against  that ;  but  it  is  serious, 
[r.  Piatt ;  it  is  very  serious. 

Mr.  Platt.  You  mean  to  say  the  landlord  who  owns  the  ground 
ad  owns  the  store  would  actually  throw  a  man  off  the  property  be- 
ttise  of  his  buying  goods  from  an  outside  source? 
Mr.  MoBLEY.  In  many  cases;  yes.    Some  might.    Of  course  you 
ill  have  exceptions,  but  they  will  be  a  mighty  few.    The  ordinarv 
»n  who  is  a  renter  could  not  afford  to  patronize  Sears  Roebuck 
ry  much  if  his  landlord  knew  it. 
Mr.  Platt.  His  lease  is  from  year  to  year? 
Mr.  MoBLEY.  Yes;  I  think  so. 

Mr.  Platt.  There  is  never  any  longer  lease  than  that  ? 
Mr.  MoBLEY.  Most  of  them  are  for  one  year. 
Ilr.  Platt.  Do  those  tenants  have  any  possible  chance  to  buy  that 
id  at  a  reasonable  price,  any  of  them? 
Mr.  MoBLEY.  Not  under  the  present  financial  condition;  but  there 

fht  be  a  very  vague  exception  in  the  case  of  the  very  industrious 
economical  man  that  he  could  do  it. 
Mr.  Platt.  Is  it  ever  sold  for  any  reasonable  amount,  so  that  if  he 
d  the  finances  he  could  buy  it  ? 

Mr.  MoBLEY.  There  is  always  a  class  of  land  in  Arkansas  owned  by 
J  sawmills,  which  we  call  cut-over  lands  and  hill  lands,  which  can 
bought  at  reasonable  prices.  But  with  that  would  be  the  improve- 
nt  expense  of  buildmg  a  house,  buying  the  tools,  and  general 
vsical  plant  of  the  farmer  added  to  it. 

ifr.  Platt.  But  these  lands  you  speak  of,  they  are  now  leased  from 
ir  to  year  and  are  not  ever  sold  ? 

ifr.  MoBLEY.  Oh,  no,  sir.  They  are  almost  entailed  estates,  in 
5Ct,  except  in  rare  cases. 

tfr.  WiNGO.  Mr.  Mobley,  I  have  heard  it  suggested  by  one  gentle- 
n,  in  just  a  general  way,  that  it  might  be  feasible  to  use  the  postal 
ings  banks  as  the  machinery  to  handle  this  proposition  by  author- 
ig  the  investment  of  the  postal  savings  bank  funds  in  mortgages. 
mid  that  relieve  the  class  of  people  you  want  to  be  relieved  and 
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let  the  Government  of  the  United  States,  whenever  necessary,  dfl 
posit  money  in  the  postal  savings  bank  as  they  do  in  the  regioM 
reserve  banks  ?    Had  you  thought  any  along  that  line  ? 

Mr.  MoBLEY.  I  hav^  thought  that  that  might  be  a  suggestion  of  08| 
way  we  might  have  direct  Government  relief  up  to  the  extent  of  thi 
funds. 

Mr.  WiNGO.  Now,  under  the  Federal  reserve  act  the  commerce  oi 
the  country,  the  merchants  can,  through  their  local  banks,  go  to  tU 
regional  reserve  bank  and  have  their  paper  rediscounted  and  get  citf 
rent  funds  to  meet  their  needs ;  and  where  the  till  money  of  thi 
regional  reserve  bank  has  run  out  they  can  issue  regional  resem 
bank  notes.  Had  you  thought  whether  a  feasible  plan  might  be  de- 
veloped with  that  as  a  skeleton  by  which  relief  might  be  grantwl  ti 
the  farmers  f 

^  Mr.  MoBLEY.  We  people  of  the  farm  reason  by  analogy  all  tlM 
time.  We  seldom  reason  independently.  We  say  if  that  is  done  fd 
another  class  of  business,  we  can  not  see  why  it  could  not* be  doiM 
for  us. 

Mr.  WiNGO.  And  your  idea  is,  then,  you  might  get  around  till 
constitutional  objections  to  the  Government  loaning  money  for  di 
purpose  of  aiding  farmers  as  well  as  you  do  in  the  Federal  resem 
act  in  coming  to  the  aid  of  the  merchants ;  is  that  the  idea  ? 

Mr.  MoBLEY.  That  is  analogy  again.  If  you  can  get  around  tbi 
Constitution  for  one  class,  if  they  get  around  the  Constitution  lihi 
in  the  Federal  reserve  act,  they  ought  to  get  around  the  Constitutia 
for  another  class.    I  think  that  is  a  farmer's  viewpoint. 

Mr.  Platt.  I  think  you  are  right  in  saying  that.  I  think  the  Fed- 
eral reserve  act  has  no  business  containing  a  special  privilege  in  it,^ 
which  it  has,  in  the  way  of  terms.  j 

Mr.  MoBLEY.  It  is  like  this :  We  are  asking  for  something  that  wiH; 
help  us,  but  we  do  not  care  whether  it  is  a  special  privilege  or  non- 
privilege,  if  it  reaches  the  point.  Now,  this  technicality  over  tennS| 
I  have  no  patience  with  that.  I  am  not  saying  to  tear  down  the 
Constitution  and  avoid  the  law;  I  am  just  as  law-abiding  a  citizea 
and  want  protection  of  my  property,  what  little  it  is,  and  life,  as  wdl 
as  the  rest  of  them.  I  am  frank  to  say  the  farmers  of  the  UniteJ 
States  are  pretty  well  persuaded  of  the  fact  that  certain  people  (A 
the  United  States  have  special  privileges;  but  there  are  two  view- 
points, you  know.  But  I  want  to  emphasize  this  thought,  that  w« 
will  be  grateful  to  you  for  any  help  that  you  can  devise  for  us.  Wi 
recognize  the  difficulties  that  you  are  laboring  under.  We  know  thil 
precedent  is  a  hard  thing  to  get  around.  We  know  these  things,  anc 
that  you,  if  you  give  us  a  direct  banking  law  by  which  the  Govern 
ment  of  the  United  States  gives  us  direct  relief,  that  you  will  read 
the  thought  and  the  sentiment  and  the  heart  and  awaken  the  grati 
tude  of  the  greatest  number  of  farmers  possible  in  the  South  andi 
the  Middle  West. 

Mr.  BuLKLEY.  You  do  not  find  any  analogy  in  the  Federal  w 
serve  act  for  these  direct  loans  you  are  talking  about? 

Mr.  MoHLKY.  Let  us  see  if  we  do  not.  I  go  to  the  post  office  an 
put  in  my  dollar  and  take  out  a  deposit  slip  that  bears  2  per  cen 
That  dollar  is  taken  out  of  the  post  office  and  carried  over  and  pi 
in  a  national  bank  and  bears  2^  per  cent;  and  when  I  get  hard  u 
I  go  down  to  the  national  bank  and  borrow  it  at  from  7,  8,  9,  10, 1 
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\lo  per  cent,  and  the  Government  gave  them  the  money  to  do  it 

-u  and  it  paying  2i  per  cent,  and  the  individual  stockholders  are 

tking  personal  profit  out  of  that  privilege  which  the  Government 

ints  them. 

Mr.  BuLKLEY.  That  is  all  true,  as  far  as  it  goes,  but  is  not  in  any 

y  responsive  to  the  question  I  asked  you. 

Hr.  MoBLEY.  I  thought  it  was  direct  aid  to  the  national  bank,  the 

vernment  furnishing  them  money  out  of  which  individuals  make 

rofit. 

Ir.  BuLKLEY.  The  postal-savings  law,  you  are  talking  about? 

Ir.  MoBLEY.  Yes. 

Ir.  BuLKLEY.  Of  course  I  was  talking  about  the  Federal  reserve 

fr.  MoBLEY.  I  want  to  say,  Mr.  Bulkley,  with  all  candor,  that  I 
not  an  expert. 

Ir.  Bulkley.  No;  I  am  not  trying  to  trip  you  up.  I  wanted 
;all  your  attention  to  the  difference  between  the  Republican  law 
I  the  Democratic  law.  You  are  talking  about  a  Republican  law. 
t  what  I  was  trying  to  find  out  is  whether,  in  fact,  you  find 
'  precedent  in  the  Federal  reserve  act,  which  is  what  we  are  talk- 
about,  for  a  direct  loan  to  the  farmer  or  an  individual  of  any 
d? 

Ir.  MoBLEY.  I  must  say  that  whittling  it  down  to  just  one  man 
t  I  can  not  see  there  is  any  analogy ;  that  is,  I  do  not  know  of  any. 
t  it  comes  so  close  to  one  man  that  we  feel  like  the  Government  is 
lost  directly  aiding  persons  who  are  stockholders  in  these  national 
iks  to  make  profit,  and  that  if  it  can  do  that  that  you  could 
lin  the  laws  to  do  the  same  for  us,  because  you  go  to  a  com- 
ly  of  men  who  stand  between  us  and  the  Government  and  you 
e  them  Government  aid  by  which  they  take  our  individual  money 
I  make  a  personal  profit  out  of  us.  We  feel  that  the  Government 
es  them  tne  help,  and  we  can  not  see  why  if  our  money,  deposited 
the  post  office,  brings  2  per  cent  from  the  Government,  that  it 
aid  not  be  right,  by  a  careful  valuation  of  our  lands,  with  regard 
districts,  the  stage  of  improvements,  and  so  on,  and  the  moral 
a  of  the  man  who  owns  it,  why  the  Government  can  not  issue 
ond  on  some  safe  evidence  of  our  indebtedness  that  bears  some 
sonable  rate  of  interest  and  sell  it  and  send  back  to  us  the  pro- 
Is,  and  say  "Old  man,  go  on  and  pay  your  interest  and  your 
Drtization  to  your  local  agent ;  your  Government  will  grant  you 
ef ;  it  is  in  sympathy  with  your  condition  and  fair  enough  to 
p  you  as  well  as  others." 

Ir.  Bulkley.  Of  course,  we  want  to  be  as  square  as  possible  to 
i.  When  the  Government  deposits  these  funds  in  the  banks — 
tal  savings  or  otherjvise — the  Ibanks  undertake  the  responsibility 
oeing  ready  to  pay  the  money  back  to  the  Government  whenever 
3  ne^ed. 
Ir.  MoBLEY.  Yes. 

Ir.  Bulkley.  You  would  not  want  the  farmer  to  do  that? 
Ir.  MoBLEY.  Well,  I  will  tell  you,  now — I  may  be  misinformed — if 
confine  me  to  the  postal  savings  banks  funds,  I  understand  that 
;o  be  paid  on  time;  that  has  a  certain  time  to  run,  which  is 
cified,  isn't  it  ?    It  runs  out  at  a  certain  time  or  is  paid  at  a  certain 
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tima    The  postal  savings  deposit  has  got  to  be  a  time  deposit  before  it 
draws  interest? 

Mr.  BuLKLEY.  You  are  talking  about  the  depositor's  deposit  in 
the  postal  savings  bank?  I  am  talking  now  about  the  deposit  which 
the  Government  makes  with  the  banks.  The  Government  holds  the 
banks  responsible  to  pay  at  any  time. 

Mr.  Mdbley.  I  suppose  that  is  right.  That  is  my  understanding 
of  it. 

Mr.  BuLKLEY.  We  have  to  figure  out  for  the  farmers  some  scheme 
that  won't  require  the  borrower  to  pay  back  on  demand.  We  have 
got  to  give  him  a  long  time. 

Mr.  MoBLEY.  Let  me  ask  you  this,  and  then  perhaps  I  can  answer. 
I  want  a  little  information  I  do  not  possess:  Is  it  not  a  fact  tbtt 
there  are  bonds,  or  have  been,  at  least,  guaranteed  by  the  Govern- 
ment and  sold  that  run  for  long  periods  of  time — railroad  bonds  and 
things  like  that? 

Mr.  BiiLKLEY.  The  Government  gave  aid  to  the  building  of  rail- 
roads across  the  continent — land  grants. 

Mr.  MoBLEY.  Those  were  long  terms,  weren't  they  ? 

Mr.  BuLKLEY.  I  do  not  recollect  about  the  bonds;  they  gave  lands. 
Mr.  MoBLEY.  I  understand.  I  am  not  criticizing  what  the  Govera- 
ment  did.  I  am  just  wondering — I  have  asked  the  question  lots  of 
times,  and  I  have  been  asked  it  by  others — I  understand  the  GFovern- 
ment  has  issued  bonds  running  from  50  to  75  years? 

Mr.  WiNGO.  No;  not  that  long. 

Mr.  MoBLEY.  From  the  answers  I  have  had,  I  am  pretty  well  per- 
suaded the  Government  has  issued  long-time  securities  to  aid  certain 
enterprises  of  a  corporate  nature,  which  resulted  in  private  gain. 

Mr.  BuT.KLEv.  I  think  you  are  mistaken  about  that. 

Mr.  Platt.  Other  Governments  have.  I  do  not  know  whether 
the  Canadian  Government  has  guaranteed  the  Canadian  Pacific 
bonds  or  not,  but  I  think  they  have. 

Mr.  MoBLEY.  But,  then,  that  might  bring  up  another  thing  while 
we  are  talking  on  this.  Suppose  the  Government  has  not  done  so.  Are 
we  bound  always  to  do  only  what  has  been  dene  before?  Is  it  not 
possible  sometimes  to  do  something  that  has  not  been  done  before? 

Mr.  BuLKLEY.  That  is  a  questum.  Some  say  it  is  not  constitu- 
tional. I  have  not  formed  any  opinion  en  that,  but  it  is  very  strongly 
urged  that  is  not  constitutional. 

Mr.  MoBLEY.  I  am  not  able  to  tell  you  very  much  about  the  con- 
stitutionality of  it;  I  am  not  a  lawyer,  but  I  thank  you  very  much 
for  having  brought  out  that  side  of  it  with  emphasis,  because  when 
I  go  back  home  our  people  are  going  to  say,  '*  Did  you  ask  for  direct 
aid  ?  "  and  I  will  say,  "  Yes."  And  then,  if  they  get  hold  of  this  record, 
I  want  to  say,  "  I  emphasized  that,"  but  if  we^can  not  get  direct  aid, 
then  we  will  take  anything  you  give  us. 

Senator  Hollis.  Mr.  Mobley,  if  you  gentlemen  are  going  to  be  in- 
terested in  what  is  said  here  and  done  here  I  think  we  ought  to  sug- 
gest some  of  these  difficulties.  In  the  first  place,  with  direct  aid,  it 
IS  pretty  hard  where  to  draw  the  line.  If  you  do  not  draw  the  lino 
but  let  ony  one  in  who  has  good  security  to  offer,  this  law  would  take 
two  or  three  or  four  billion  dollars,  and  all  we  have  on  hand  now  is 
some  $200,000,000.  And  to  procure  that  money  the  Government 
would  have  to  issue  bonds,  and  how  long  those  bonds  would  have  to 
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and  what  rate  they  should  bear  if  you  undertake  to  put  out 
.  an  amount  as  that,  are  more  or  less  problems.  Those  are  some 
tie  diflSculties  in  the  waj[,  even  if  it  was  constitutional, 
'r.  MoBLEY.  Of  course,  if  you  can  not  do  it  all  at  once,  you  can 
T  do  as  much  as  you  can.  You  can  not  accomplish  an  impos- 
lity.  Why  couldn't  you,  if  your  committee  suggests  direct  aid  to 
farmer,  give  so  much — have  your  statistician  figure  out  what  you 
jly  could  do,  how  much  you  could  aid  a  year  to  each  State,  accord- 
to  the  population,  and  hold  the  thing  down  to  where  you  would 
over  run  the  money  market! 

[r.  WiNGO.  What  would  you  do  with  reference  to  limiting  the 
racter — in  other  words,  the  point  I  want  to  get  at  is  taking  an 
itrary  grade  that  you  would  make.     Say  that  you  would  limit  the 
is  from  $250  to  $1,000,  and  to  a  man  who  is  not  actually  living 
n  his  farm  on  anything  beyond,  say,  100  acres,  or  whatever  would 
1  proper  amount.    In  other  woras,  limit  it  to  the  class  which 
ly  has  a  pressing  economic  need  for  it.    Have  vou  noticed  that 
ething  has  been  said  about  the  farmers  needing  $2,000  loans  ? 
would  like  to  get  your  view  point  on  that:  Would  you  regard  a 
I  as  belonging  to  the  class  that  ought  to  be  relieved  as  a  farmer, 
►  has  a  farm  that  is  properly  developed  and  would  demand  a 
ct  loan  of  $2,000  from  the  Government  imder  any  system? 
[r.  MoBLEY.  Down  with  us  that  man  would  be  tolerably  well  to  do. 
[r.  WiNGO.  You  would  call  him  a  landlord  down  there! 
[r.  MoBLEY.  Oh,  no.    We  have  wealthy  men ;  you  know  that. 
[r.  WiNGO.  I  mean  as  a  class! 

[r.  MoBLEY.  Yes;  he  would  be  tolerably  well  to  do.  Yon  sug- 
ed  something  more  there,  of  course,  what  was  suggested  here  just 
,  but  my  mind  has  grown  a  little  confused  over  it.  I  suggested 
Dan  that  monej  according  to  the  population,  so  much  each  year. 
p^.  that  does  bring  up  a  thought  I  have  omitted.  It  is  a  thing  our 
inizations  has  talked  about  a  good  deal  and  I  am  one  who  can 
ly  speak  for  a  lot  of  other  men.  There  is  no  egotism  in  that, 
se  things  come  up  for  conference  in  our  conventions.  And  they 
farmers,  too.  It  is  suggested  that  this  loan  ought  to  be  made  in 
1  a  restricted  way  that  the  man  who  makes  that  application, 
ars  to  it,  that  he  is  an  actual  operator  and  tiller  of  the  soil.  He 
ht  employ  supplemental  labor,  but  he  himself  must  be  an  actual 
pator  and  tiller  of  that  soil  and  that  loan  stands  as  long  as  he 
rates  and  tills  it  or  his  successor  operates  and  tills  it;  and  when 
leases  to  operate  it,  or  his  successor,  the  loan  becomes  due  right 

[r.  BuLKLEY.  Do  you  believe  in  limiting  the  amount  any  one  bor- 
er could  get  out  of  this  system ! 
[r.  MoBLEY.  Yes ;  I  do. 

[r.  BuLKLEY.  At  what  point  would  you  place  that  limit? 
[r.  MoBLEY.  Well,  I  would  not  place  that  limit  over  $1,250.     I 
Id  place  it  at  $1,000. 

T.  BuutLEY.  You  think  $1,000  would  be  sufficient? 
T.  MoBLEY.  Yes;    I  do.    Some  of  them  have  suggested  a  man 
ht  borrow  money  to  spend  foolishly.     If  he  could  TK)rrow  a  good 
of  money  he  might  spend  it  foolishlv;  but  the  man  who  has 
sing  necessities  and  borrows  inside  of  the  limit  of  those  pressing 
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necessities  he  is  going  to  take  care  of  that  money  a  whole  lot  better. 
I  know  that  right  in  my  own  experience. 

Mr.  WiNGO.  Your  idea  would  be  to  lend  the  money  to  actual  tillers 
who  own  farms  and  the  small  farmer? 

Mr.  MoBLEY.  Yes. 

Mr.  WiNGO.  And  limit  it,  say,  to  $1,000  on  the  theory  that  the  small 
farmer  is  the  class  that  ought  to  be  relieved,  and  his  economic  needs 
are  such  as  to  justify,  under  the  general  welfare  theory,  aid  of  this 
kind,  and  you  think  the  $1,000  would  meet  the  maximum  necessities: 
of  that  class  of  men? 

Mr.  MoBLEY.  Yes,  sir. 

Mr.  Platt.  Suppose  this  system  was  adopted,  why  shouldn't  i 
farm-land  bank,  if  it  has  large  enough  capital,  make  a  loan  of  $20,000 
on  a  1,000-acre  farm,  for  mstance,  to  a  man  who  owns  it  and  is 
operating  it  personally  ? 

Mr.  MOBLEY.  I  know  now,  from  the  ordinary  viewpoint,  I  gueas 
that  would  be  all  right;  but  from  the  viewpoint  that  we  look  at  it, 
it  is  like  this :  This  is  a  measure  to  give  help,  real  help,  to  those  wlw 
really,  genuinely  need  it.  You  can  talk  paternalism  and  benefactican* 
all  you  please.  We  look  at  this  thing  from  that  standpoint,  and  tbe 
man  who  has  $20,000  worth  of  property  looks  to  me  to  be  pretty 
well  able  to  look  to  the  commercial  banks  for  his  help. 

Mr.  WiNGO.  Isn't  that  true  in  our  country? 

Mr.  MoBLEY.  I  know  that  is  true  in  our  countrv. 

Mr.  Win  GO.  And  the  man  who  needs  $2,000  or  $3,000  in  the  opera- 
tion of  his  farm  can  ordinarily  take  care  of  it  with  a  commercid 
bank? 

Mr.  MoBLEY.  Yes,  sir;  he  can  get  money  at  8  per  cent  right  thewj 
in  Arkansas. 

Mr.  WiNGO.  These  statistics  given  us  by  Mr.  Thompson  showing 
the  average  interest  on  farm  loans  in  Arkansas  was  about  8  per  cent; 
isn't  it  a  fact  that  he  based  his  average  on  the  insurance  loans  and 
such  as  these  for  which  thev  get  8  per  cent;  and  isn't  it  a  fact  that 
this  class  of  men  you  are  referring  to  can  not  usually  get  that  money, 
but  those  loans  are  made  to  the  men  who  have  the  large  plantations! 

Mr.  MoBLF.Y.  In  almost  all  cases;  yes.  And  I  will  give  you  a  name. 
E.  Hall,  of  Scotland,  got  one  of  the  department  letters,  and  he  an- 
swered it,  and  the  same  week  he  answered  that  letter  he  went  to  town 
to  negotiate  a  loan  and  a  premium  was  exacted  of  him  on  that  loan 
that  was,  anyhow,  10  per  cent — the  premium  outside  of  the  interest. 
I  think  I  report  it  as  he  told  it  to  me. 

Mr.  Seldomridgk.  Have  interest  rates  been  growing  higher  or 
lower  in  your  State  during  the  last  8  or  10  years?  Has  there  l)e«i 
any  variation  in  the  interest  rate? 

Mr.  MoBLEY.  It  is  hard  to  say  w^hother  they  have  or  not,  but  I  be- 
lieve they  have. 

Mr.  Seldompjdge.  Is  there  a  lack  of  money  being  offered  for  farm 
loans? 

Mr.  MoBLEY.  Yes. 

Mr.  vSeldomridge.  It  is  more  difficult  to  secure  money :  it  is  becora 
ing  more  and  more  difficult? 

Mr.  MoRLEY.  Yes,  sir;  for  farm  loans  there  is  never  much  mone; 
going  around  in  Arkansas  except  at  high  rates. 
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tr.  Seldomridge.  What  is  the  average  term  of  farm  loans  under 
sent  conditions? 

ir.  WiNGO.  You  mean  land  loans  or  personal? 
At,  SELooMmDGE.  Land  loans.    How  long  can  you  borrow  money 
:  now  on  farm  mortgages? 

Mr.  MoBLEY.  The  most  of  us  borrow  on  one-year  term  and  renew. 
Mr.  Seldomridge.  They  give  a  new  mortgage  every  year? 
Mr.  MoBLEY.  Yes. 

Mr.  SELDOMRmoE.  And  how  much  does  it  cost  to  make  a  mortgage 
lere? 

Mr.  MoBLEY.  I  have  made  one  pretty  near  every  year,  and  I  have 
3t  figured  it. 

Mr.  Seldomrtoge.  Do  you  have  to  furnish  an  abstract  of  title? 
Mr.  MoBLEY.  Yes. 

Mr.  Seijx)mridge.  Are  you  charged  a  lawyer's  fee  in  furnishing  it? 
Mr.  MoBLEY.  Yes ;  for  examination. 

Mr.  Seldomridge.  Have  you  any  idea  as  to  what  that  expense  is  ? 
Mr.  MoBLEY.  The  lawyer's  fee  amounts  to  about  $1,  the  acknowl- 
2:ments  50  cents,  and  the  recording  fee  about  $1  and  $1.25.    It  all 
loiints  to  $6  to  $10. 

^h'.  SELDOMRmGE.  Do  you  ever  have  to  pay  any  commission  or  do 
lers  have  to  pay  a  conunission? 

Mr.  MoBLEY.  Not  on  these  one-year  loans  I  am  talking  about  now 
the  locality  I  live  in.  The  gentleman  I  mentioned  is  living  down 
ith  and  east  of  me;  he  had  to  offer  to  give  a  commission  or  a  sood 
smium,  which  would  be  the  same  thing.  There  are  some  places 
ere  you  have  to  pay  a  premium  and  some  places  where  you  d!o  not. 
is  always  a  good  stiff  rate  of  interest  and  the  man  who  does  the 
•rowing  pays  all  the  expense,  whatever  it  is. 
tfr.  Seldomridge.  Tiiere  is  a  growing  tendency  of  money  becoming 
.rce  on  good  land  security,  with  no  reduction,  as  far  as  you  know, 
the  expense  of  obtaining  it? 

Itfr.  MoBLEY.  Not  only  a  crowing  tendency,  but  actually  is,  and  it 
3ontinuing;  and  the  only  nope  we  have  is  through  something  like 
s.  as  far  as  the  people  I  know  of. 

tfr.  SELDOMRmGE.  The  average  rate  of  interest,  you  said,  is  8  per 
It? 

MEr.  MoBLEY.  Oh,  no.  I  said  Mr.  Thompson's  average  rate  of  in- 
est  was  8  per  cent. 

Mr.  Win  GO.  Yes;  it  was  Mr.  Thompson  he  said  who  made  that 
tement. 

Mr,  MoBLEY.  Let  me  tell  you  the  average  rates  of  interest  as  ascer- 
ned  at  our  State  convention.  We  have  a  membership  of  23,000 
•mers,  who  elect  delegates.  Their  finance  committee  prepared  a 
)ort  as  to  the  long-time  interest  rates  on  loans,  and  it  was  found 
be  between  10  and  11^  per  cent. 

Senator  Hollis.  Do  you  suppose  the  men  who  gave  those  statistics 
luded  commissions  and  lawyers'  ffees? 

Mr.  MoBLBY.  We  did  not  ask  that.  I  think  not.  No ;  it  is  this 
y.  Where  those  fees  are  charged  our  men  look  on  it  as  a  neces- 
y  evil  that  does  not  belong  to  the  loan,  but  just  belongs  to  the  one 
o  negotiates  it.  We  can  not  help  that,  and  so  we  pay  it  and  don't 
isider  it. 
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Mr.  WiNGO.  Referring  to  the  increasing  demand  for  money  t\ 
the  reason  for  that  is  the  extraordinary  development  and  tte 
creasing  demand  for  money  for  our  purposes  is  greater  than  the 
crease  in  the  volume  of  capital  that  is  in  the  State. 

Mr.  MoBLEY.  I  am  going  to  answer  that  question  this  way:  1 
may  be  it,  but  I  am  not  competent  to  answer  that. 

Mr.  WiNGO.  I  say,  that  is  one  of  the  reasons? 

Mr.  MoBLEY.  We  recognize  a  growing  tendency  out  there  to  ^ 
to  borrow  long  money  tor  farm  purposes  at  a  low  rate  of  intei 
that  is  reasonable,  but  it  gets  no  better.  I  know  that ;  but  as  to  i 
money  is  scarce,  and  things  like  that,  of  course,  I  know  that  the  St 
is  developing  some — very  much  in  some  localities — and  that  o 
for  money,  and  that  might  have  something  to  do  with  the  stringei 
^  Mr.  Platt.  Suppose  the  supply  of  loanable  capital  in  Arkai 
would  be  considerably  increased ;  would  the  prevailing  monopoly  j 
vent  the  lowering  of  rates  below  the  going  rates  to  bankers? 

Mr.  MoBLEY.  I  will  answer  you  frankly.  I  believe,  if  you  wo 
organize  a  bank  under  this  bill  12585,  that  the  present  banking  in 
ests  down  there  would  control,  either  directly  or  indirectly. 

Mr.  Platt.  Suppose  some  entirely  outside  capital  came  di 
there  and  organized  some  banks  ? 

Mr.  MoBLEY.  Here  is  the  point  on  that :  When  they  came  d 
there  they  would  say,  "Well,  these  other  bankers  are  making 
money,  and  why  not  us?  "    That  is  the  way  I  look  at  it. 

Mr.  WiNGO.  Well,  you  think,  Mr.  Mobley,  do  you  not,  if  some 
was  given  so  as  to  rumish  investment  capital,  that  would  lower 
demand  that  now  presses  on  the  local  supply  of  money? 

Mr.  MoBLEY.  Oh,  yes;  if  you  increase  the  supply  of  money.  T 
instead  of  it  being  the  one  who  wants  to  borrow  seeking  the  1 
who  has  it  to  loan,  the  man  who  has  it  to  loan  seeks  the  borro 
That  will  be  it. 

Mr.  Platt.  I  am  trying  to  bring  out  whether  the  monop 
forces  are  such  that  the  people  could  not  go  to  these  new  banks 
be  a  borrower  because  they  would  not  be  allowed  ? 

Mr.  Mobley.  There  would  be  some  who  could.  But  I  said  i 
would  be  half  of  our  people  it  can  be  safely  said  would  be  unde 
domination  from  these  other  sources  so  strong  that  unless  some  d 
aid  is  given  it  will  take  a  good  while  for  them  to  be  helped. 

Mr.  Platt.  Suppose  there  was  direct  aid;  wouldn't  it  all  j 
the  storekeepers  ultimately? 

Mr.  Mobley.  I  did  not  quite  understand  that. 

Mr.  Platt.  Suppose  the  Government  loans  to  the  people  c 
who  are  now  financed  by  the  storekeepers,  won't  the  storekeeper 
it  all  away  from  them,  ultimately? 

Mr.  Mobley.  That  brings  up  a  mighty  big  question,  Mr.  1 
and  I  am  going  to  answer  it  the  best  I  can.  It  is  almost  in  lii 
I  understand,  with  the  suggestion  that  if  we  gave  all  the  peo 
lot  of  money  whether  there  would  not  be  a  few  people  who  v 
get  it  all,  after  a  while  It  is  true  they  would,  and  that  is  my  an 
I  have  studied  on  that  a  long  time,  and  I  came  pretty  near  be 
Socalist;  but  I  am  not.  I  got  my  cue  on  that  by  studying  econc 
and  I  got  my  cue  right  in  line  with  your  question.  The  econ 
says  there  is  land,  capital,  and  labor  used  in  production,  and  I 
up  to  the  fact  that  all  the  land,  capital,  and  labor  you  can  get  \ 
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s  condition  I  spoke  to  you  about  would  not  amount  to  much  if  a 
in  did  not  have  the  proper  knowledge,  energy,  and  industry  to 
ce  care  of  it.  That  is  my  answer  to  the  question.  If  he  had  the 
oper  knowledge,  energy,  and  industry,  they  would  not  get  it';  but 
he  did  not  have  these  qualifications  they  would.  And  tnat  would 
ply  no  matter  whether  you  pass  any  one  of  these  laws  or  not. 
Sir.  WiNGO.  Take  one  of  those  men  who  is  improvident  and  imable 
take  care  of  himself,  and  that  same  result  would  flow  from  any 
id  of  a  £fystem  ? 
Ifr.  MoBusT.  Certainly. 

tfr.  Seldombidgb.  Do  you  not  think,  Mr.  Mobley,  if  there  was  a 
chinery  of  the  Government  that  would  in  some  way  value  the  land 
i  manage  the  bonds  issued  on  land  in  your  State  that  those  bonds 
old  sell  for  a  much  lower  rate  of  interest  than  the  farmers  are  now 
ping  to  individuals  and  loaning  companies;  and  that  fact  would 
ve  a  tendency  to  release  the  grip  of  those  who  control  the  financial 
ninating  power  in  your  State  at  the  present  time  ? 
Mr.  MoBLEY.  Yes;  if  the  sale  was  regulated  also  so  as  not  to 
ate  too  great  a  demand  for  money. 

tfr.  SELDOMBmoE.  And  you  think  that  those  people  who  have 
itrol  of  the  money  at  the  present  time  would  be  forced  to  come 
Pirn  in  their  charges? 

Mr.  MoBLEY.  My  belief  that  that  would  be  the  result  is  the  reason 
m  here. 

Mr.  Platt.  What  rate  of  interest  do  the  landlords  pay  ? 
Mr.  MoBLEY.  I  think  about  8  per  cent — 7  and  8  per  cent— some- 
ng  like  that. 

Mr.  Platt.  Is  there  any  money  loaned  in  Arkansas  at  less  than  8 
r  cent  to  amount  to  anything? 
MEr.  MoBLBY.  Not  that  I  know  of. 

tfr.  WiNGO.  If  you  will  pardon  me,  right  there:  I  used  to  get 
ns  for  my  clients  from  the  Colonial  and  the  United  States  Mort- 
?e  Co.,  a  British  concern,  large  loans  over  $1,500,  for  8  per  cent. 
kEr.  MoBLEY.  He  said  below  8  per  cent. 

MEr.  WiNGO.  That  is  the  lowest  I  know  of  within  my  own  part  of 
>  State.  I  think  if  you  take  eastern  Arkansas,  the  large  planta- 
n  owners  sometimes  possibly  get  money  for  7  per  cent;  hut  as  a 
e  those  large  plantation  owners  are  men  who  have  other  business 
erests.  They  themselves  are  often  very  large  stockholders  in  the 
ttks.  As  a  matter  of  fact,  they  often  organize  the  banks  and  pre- 
ibe  the  policies  for  them. 

Mr.  Mobley.  I  have  one  other  item  I  want  to  speak  to  you  about, 
i  that  is  the  length  of  time  of  the  loans.  I  have  heard  a  great 
iny  inquiries  about  the  length  of  them,  and  I  realize  that  a  good 
to  19  year  loan — I  believe  I  realize  it  would  brinor  a  lower  rate  of 
erest  than  a  35-year  loan.  Now,  I  would  stand  for  a  15  to  19  year 
n  with  the  amortization  plan,  with  a  representative  of  the  Gov- 
iment  to  watch  after  either  the  appreciation  or  depreciation  of  the 
iirity,  to  be  loaned  only  to  actual  bona  fide  tillers  of  the  soil,  or 
Jieir  successors,  due  when  it  comes  into  the  hands  of  a  speculator 
I  not  over  19  years  for  the  length  of  a  loan  and  not  under  5  years 
the  shortest  period,  with  just  as  nearly  direct  Government  aid  as 
can  possibly  give  us.  I  believe  you  would  more  nearly  reach  our 
3  of  people  with  tJiat  plan  than  any  other.  ^ 
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Then  another  idea.  I  have  heard  of  the  bank  bill,  a  Government 
State  central  bank,  and  I  want  to  say  if  a  law  like  this  Moss  bill  is 
passed,  I  believe  it  would  practically  result  in  that  in  my  State, 
xou  would  have  one  or  two  of  the  banks  there  handling  all  of  the 
business  of  this  kind. 

Mr.  BuLKLEY.  Do  you  mean  to  suggest  there  is  some  objection  to  a 
longer  term  of  amortization? 

Mr.  MoBLEY.  No,  sir.  I  may  say  this:  That  in  figuring  for  the 
lowest  possible  rate  of  interest  I  Ibelieve — I  am  just  putting  that 
"  Me  " — I  believe  a  19-year  loan  would  bring  a  better  rate  of  interest 
than  a  35-year  loan. 

Mr.  WiNGO.  You  mean  a  lower  rate  of  interest? 

Mr.  MoBLEY.  A  lower  rate  of  interest. 

Mr.  BuiiKLEY.  The  provision  of  the  Moss  bill,  as  I  understand,  is 
that  the  loan  may  be  as  long  as  35  years,  and,  by  agreement  with  the 
borrower,  may  be  a  shorter  term  ? 

Mr.  MoBLEY.  Yes;  by  agreement  with  the  borrower.  You  can 
leave  it  that  way.  MaKe  that  from  5  to  35  years.  Now,  I  thou^t 
about  that  last  night.  If  you  make  it  from  5  to  35  years,  here  would 
be  the  result — that  I  would  negotiate  for  a  10,  15,  or  20  year  loan, 
and  somebody  else  would  negotiate  for  a  shorter  loan  and  the  bonds 
could  not  be  related  to  those  lengths  of  loans  in  the  interest  that  they 
would  draw.    Do  you  get  my  point? 

Mr.  BuLKLEY.  t  am  not  sure  that  I  do. 

Mr.  MoBLEY.  I  believe  it  is  true  that  a  19-year  loan  would  brint 
a  lower  rate  of  interest  than  a  35-year  loan,  and  your  bonds  would 
largely  be  issued  against  the  35-year  loans  and  I  would  have  to  pay 
that  interest. 

Mr.  BuLKLEY.  Why  do  you  say  19-year  loans  would  bring  a  lower 
rate  of  interest? 

Mr.  MoBLEY.  I  am  only  speaking  from  my  experience.  A  reason- 
able loan  for  us  brings  a  iDetter  rate  of  interest  than  a  longer  loan. 

Mr.  BuLKLEY.  That  is  a  single  loan? 

Mr.  MoBLEY.  Yes,  sir. 

Mr.  BuLKLEY.  Now,  we  are  proposing  a  bond  issue  which  would 
cover  a  large  number  of  loans. 

Mr.  MoBLEY.  I  understand. 

Mr.  BiTx.KLEY.  And  yon  know  it  is  often  an  element  of  strength  in 
bonds  that  they  have  a  long:  time  to  run.  People  are  investing  in 
bonds  for  the  purpose  of  disposing  of  the  money  on  long  time,  so 
that  they  will  not  be  troubled  with  reinvesting. 

Mr.  MoBLEY.  For  those  who  are  actually  in  the  investment  busi- 
ness that  would  be  true ;  but  I  do  not  believe  it  would  be  true  of 
investment  of  orphans'  and  trust  funds  but  for  such  as  life  insurance 
funds. 

Mr.  Platt.  That  is  just  where  it  is  true,  I  think,  that  they  invest 
orphan  funds  in  such  bonds  as  much  as  possible  so  that  they  w<m\ 
have  to  be  changing. 

Mr.  MoBLEY.  I  realize  that  is  true  with  reference  to  quick  chanff* 
ing.  Of  course,  I  realize  that,  but  I  would  not  think  35  years  wowL 
be  a  good  loan  for  an  orphan. 

Mr.  Platt.  I  think  those  are  pretty  long  loans  myself,  and  modi 
loncrer  than  there  is  a  demand  for. 

Mr.  AcuPDER.  May  I  ask  Mr.  Mobley  a  question? 
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Mr.  BuLKLEY.  If  Mr.  Mobley  has  no  objection. 

Mr.   ScuDDER.  As  I  understand  it,  Mr.   Mobley,  the  point  you 
wished  to  make  clear  regarding  "  Governmental  aid  "  might  be  illus- 
trated about  as  follows:  Owning  and  occupying  a  cultivated  and 
unencumbered  farm  worth  $2,500,  you  say  in  ef^ct  to  the  Govern- 
ment, "Lend  me  $1,250,  or  $1,OOK),  taking  a  mortgage  as  security 
for  this  well-margined  loan."    The  Government  answers,  "  No ;  that 
can  not  be  done;  there  is  no  provision  in  our  system  of  ^ance  for 
8uch  a  transaction."    In  reply,  you  then  point  to  the  fact  that  your 
brother,  who  is  a  dry  goods  merchant  in  the  adjoining  town  and 
owning,  say,  a  stock  of  merchandise  worth  $2,500,  can  obtain  ac- 
i^ommodation  to  the  extent  of  even  three  and  four  times  the  value  of 
tiis  moveable  property  through  a  Government-made  "  commercial 
credit  system,'   and  that  you  are  asking  no  favor  when  demanding 
that  some  such  Government  aid  be  given  to  the  "agricultural  in- 
:.«rests  "  of  the  country.    Isn't  this,  Mr.  Mobley,  about  the  size  of  it? 

Mr.  Mobley.  That  it  what  I  said,  in  a  general  way,  by  reasoning 
Erom  analogy.  If  it  applies  in  a  general  way  to  one,  it  ought  to 
Bipply  to  all. 

Mr.  ScuDDER.  Mr.  Chairman,  I  believe  the  point  made  by  the 
farmers  of  this  country  is  well  taken;  and  unless  our  Government 
actually  lends  a  hand  in  some  such  way  as  that  suggested  by  my 
previous  testimony,  i.  e.,  by  either  a  guaranty  or  actually  investing 
in  these  bonds  (just  as  our  big  savings  banks  mvest  large  portions  or 
their  deposits  in  50-year  and  other  long-term  bonds)  those  particular 
subdivisions  of  our  citizenship  known  as  farmers  and  cattle  raisers 
will  continue  to  be  dissatisfied  with  a  governmental  financial  ar- 
rangement which  for  50  years  has  discriminated  against  their  inter- 
ests in  favor  of  the  merchant  and  the  manufacturer.  The  Govern- 
ment should  provide  the  farmer  with  some  equal,  reasonable  accomo- 
dation or  rather  "  credit  aid." 

Mr.  Mobley.  That  is  just  what  I  said  in  my  testimony.    I  think 
tile  Government  ought  to  do  that. 

Mr.  Scudder.  In  this  connection  the  Postal  Savings  Funds  could 
te  materially  increased  if  the  Government  allowed  a  better  interest 
ftite  on  the  savings  of  the  people.  The  only  reason  in  the  world  why 
filrm  mortgages  haven't  been  considered  "liquid  assets"  in  this 
H)untry,  Mr.  Chairman,  is  because  the  whole  subject,  including  the 
'amortization"  proposition,  has  been  neglected  and  has  been  en- 
irely  left  out  of  our  general  financial  plan.  There  can  be  no  expla- 
nation other  than  that  this  collateral,  the  very  best  security  in  the 
frorld,  has  been  denied  a  place — in  fact  has  been  ignored  by  our 
treat  Nation — in  its  balance  sheet  of  useable  assets.  Who  would 
mke  from  me  as  security  that  which  my  own  Government  has  either 
>ejected  or  ignored  ? 

The  world  over,  it  has  been  recognized  for  more  than  a  century 
iat  farm  mortgages  when  operated  on  the  "amortization  phm" 
become  the  best  kind  of  collateral.  And  bonds  issued  a2:ainst  them, 
nith  all  the  proper  safeguards,  are  recognized  not  as  "  slow  "  but 
IS  liquid"  or  "quick"  assets.  Mr.  Chairman,  I  venture  the  ascer- 
Son  that  if  this  inequality,  this  omission  of  the  American  farm 
nortgage  from  the  woof  and  warp  of  our  financial  system,  is  cor- 
•ected  and  agriculture  is  thus  once  placed  in  its  rightful  fiscnl  i)osi- 
ion,   the  final   results  will   prove  even  nioic   satisfactory,   from    a 
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purely  money  standpoint — leaving  out  the  economical  benefits,  w 
will  be  incalculable — than  anything  ever  vet  demonstrated  as 
outcome  of  Government  credit  aid  to  the  "mercantile"  side  of 
Nation's  life.  Take  the  old-country  record  of  1,000  such  farm  I( 
under  the  amortization  plan,  and  the  record  of  1,000  mercantile  l( 
imder  the  usual  three,  lour,  and  six  months'  system,  with  the  ii: 
renewals,  covering  a  period  of  25  years,  and  what  is  their  histo 
At  the  emi  of  that  time  the  farmer  will  have  fully  paid  out.  w 
many  merchants  will  still  be  using  that  credit  aid  originally  gi\ 
or  at  least  a  portion  of  it.  And  meanwhile  at  least  50  per  cent  m 
of  failures  in  the  mercantile  than  in  the  agricultural  "1,UOO  I 
rowers "  will  have  taken  place.  Quite  true,  the  Government  ! 
lost  nothing  by  these  mercantile  failures,  no  matter  how  great 
"credit  inflation"  has  been,  and  sometimes  this  inflation  goes 
high  as  20  to  1  in  the  mei-cantile  and  industrial  world.  The  '*  losa 
are  always  borne  by  that  system  of  "  aggregate  banking  capiti 
which  always  stands  between  the  Government  and  the  mercla 
who  ofttimes  has  been  borrowing  many  times  his  working  camtal 

Likewise,  Mr.  Chairman,  the  Government  can  be  adequately  j 
tected  by  some  aggregate  capital  standing  as  a  further  pledge  for 
final  liquidation  of  the  farmer's  loan;  although  such  capital  need 
be  so  very  great,  because  it  is  most  improbable  that  so  large  a  seem 
mar^n  as  50  per  cent  could  be  entirely  wiped  out  of  existence  i 
growing,  prosperous  land  such  as  we  are  blessed  with.  There  is 
such  severe  fluctuations,  after  all,  in  improved  farms  occupied  by  Ii 
owners  as  the  fluctuations  taking  place  every  day  on  articles  wl 
form  the  basis  for  mercantile  credit.  Mr.  Chairman,  I  feel  y 
deeply  that  something  should  be  done  promptly  and  in  an  effici 
practical  way  to  checK  the  very  evident  backward  and  demorali 
movement  now  going  on  in  this  country,  from  "  farm  occupj 
through  actual  ownership  "  to  "  farm  occupancy  through  the  1 
lord."  In  my  judgment,  as  great  and  important  a  task  confi 
you  as  that  which  came  before  your  Committee  of  the  Whole 
summer;  and  in  accomplishing  this  work  I  beg  of  you  not  to  f( 
the  "personal-credit"  side  of  this  question,  which  need  not  b 
tached  to  the  mortgage  plan,  but  can  and  should  be  simultane< 
provided  for  by  you,  because  in  some  States  it  is  the  more  impo 
of  the  two. 

Mr.  MoBLEY.  That  is  our  contention. 

(Thereupon,  at  4.20  o'clock  p.  m.,  the  committee  adjourned 
to-morrow,  Thursday.  March  12,  1914.  at  10.30  o'clock  a.  m.) 
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United  States  Senate, 

Washington^  D.  C. 
The  subcommitees  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
on.  Henry  F.  HoUis  presiding. 

Present:  Representatives  Stone,  Seldomridge,  Weaver,  Ragsdale, 
^oods,  and  Piatt. 

Present  also:  Senators  John  W.  Weeks,  James  A.  O'Gorman,  and 
homas  P.  Gore. 

Senator  Hoixis.  The  committee  will  come  to  order.  We  will  hear 
ID,  Mr.  Morris. 

STATEMEISFT  OF  AETHTTR  J.  MOEEIS,  OF  NOEFOIK,  VA. 

Senator  Houjs.  Will  you  please  state  your  name,  residence,  and 
oeQpation  or  business? 

Mr.  Morris.  Arthur  J.  Morris;  a  member  of  the  law  firm  of 
brris,  Gramett  &  Cotton,  Norfolk,  Va.,  and  president  of  the  Indus- 
Spl  Finance  Corporation  of  New  York,  and  Fidelity  Corporation 
^America,  of  Norfolk. 

Senator  Hollis.  Tell  us  a  little  about  the  Industrial  Finance  Cor- 
tation,  if  you  please. 

Mr.  Morris.  The  Industrial  Finance  Corporation  of  New  York  is 
corporation  that  has  recently  been  completed  for  the  purpose  of 
king  over  the  Fidelity  Corporation  of  America,  which  was  origi- 
ted  a  few  years  ago  at  Norfolk,  Va.,  for  the  purpose  of  developing 
i  Morris  plan  of  industrial  banking.  Without  going  into  the  de- 
ls at  the  specific  moment  of  what  the  Morris  plan  of  industrial 
aking  is,  for  the  immediate  present  it  is  sufficient  to  state  that  the 
>rris  plan  of  industrial  banking  is  a  system  by  which  credit  is 
orded  the  industrial  classes  of  the  cities.  In  a  word,  it  does  in 
oerica  very  much  the  same  work  that  the  banks  of  populari,  the 
>ple's  banks,  do  in  the  cities  of  Italy,  and  the  Schulze  Delitsche 
aks  do  in  the  cities  of  Germany. 
Senator  Hollis.  What  evils  is  it  intended  to  correct? 
Ifr.  Morris.  The  Morris  plan  is  intended  to  correct,  as  far  as  prac- 
ible,  the  loan-shark  evil  m  the  cities,  and  the  present  existing  mis- 
jrehension  that  prevails  in  the  minds  of  the  laboring  classes  with 
jpect  to  capital.  One  of  its  fundamental  purposes  is  to  teach  the 
oring  classes  of  this  country  habits  of  frugality,  the  value  of 
tematized  thrift,  by  placing  thereupon  such  a  premium  as  would 
>rd  a  specific  basis  for  credit. 

The  Morris  plan  of  banks  was  intended  to  be  to  the  wage  earner 
at  the  national  banks  are  to  the  men  of  commerce. 
5enator  Hollis.  Are  you  the  originator  of  the  Morris  plan? 
rfr.  Ml  juris.  Yes,  sir. 
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Senator  Hollis.  And  it  is  named  for  you? 

Mr.  Morris.  It  is  called  the  Morris  plan  after  my  efforts. 

{)lan  was  originated  by  me  and  developed  in  an  association  with 
aw  firm,  consisting  of  Messrs.  Theodore  S.  Gamett,  jr.,  and  Pres 
S.  Cotton,  now  of  Norfolk,  Va.  The  name  was  rather  unfortuiti 
having  been  designated  in  the  beginning  in  some  newspaper  arti 
bv  that,  and  gradually  assumed  that  designation. 

Senator  Hollis.  Now,  Mr.  Morris,  if  you  will,  give  us  the  infer 
tion  that  will  do  us  the  most  good,  please. 

Mr.  Morris.  In  the  course  of  my  study  of  industrial  bank 
which  began  about  1901, 1  soon  found  that  the  avenues  of  my  invi 
gation  necessarily  included  the  European  experience.  As  a  resul 
my  study  of  the  subject  matter  in  Europe  I  necessarily  came  in 
tact  with  the  experience  respecting  land  credits.  In  some  insta 
the  land  credits  were  the  beginning  of  an  evolution  that  ended  ii 
dustrial  credits,  as  well  as  in  other  cases  the  industrial  credits  in 
urban  community  began  the  evolution  in  the  line  of  mortgage  ere 
According  to  my  view  the  two  are  sufficiently  linked  together  a 
be  unwise  and  decidedly  inexpedient  not  to  obtain  such  a  benef 
would  accrue  by  the  correlation  of  the  two. 

To  be  practical,  I  mean  by  that  that  in  this  country,  as  has  beer 
experience  abroad,  the  key  to  the  successful  development  of 
system  of  land  banks  must  necessarily  depend  upon  the  availab 
or  the  marketability  of  the  land-mortgage  debentures.  In  o 
words,  the  proceeds  from  the  land-mortgage  debentures  must 
the  same  analogous  relationship  to  the  land-mortgage  banks  as 
ordinary  deposits  do  to  a  commercial  bank,  and  unless  the  '. 
mortgage  is  issued  properly,  secured  properly,  marketed  prop 
and  its  liquidity  insured,  its  marketability  for  proper  banking  I 
insured,  tne  usefulness  of  any  land-mortgage  Dank  or  any  svs 
of  rural  credits  would,  in  my  opinion,  be  so  far  limited  as  to  /ai 
the  purpose  for  which  it  was  intended. 

Therefore,  the  first  question  to  my  mind  that  confronts  the  c 
mittee,  one  arduous  task,  is  the  question :  Where  is  the  money  con 
from  to  develop  a  system  of  land-mortgage  banks  ?     Is  that  righl 

Senator  Hollis.  I  thinlc  the  committee  feels  that  very  stron 
and  we  hope  you  can  help  us. 

Mr.  Morris.  In  this  connection  just  let  us  briefly  refer  to 
similar  inquiry  with  respect  to  other  banking  systems.  In  the  re 
of  commercial  banking  the  capital  of  the  various  banks  is  provi» 
as  we  know,  by  private  subscriptions.  The  resources  with  which 
individual  banks  multiply  their  avenues  of  effort  are  furnished 
the  deposits  very  largely.  In  the  realm  of  commercial  banl 
these  deposits  come  from  the  people  who  are  served  by  the  bt 
We  therefore  find,  in  a  consideration  of  land-mortgage  credits, 
absence  of  the  last  condition. 

I  mean  by  that  the  farmers  who  are  going  to  be  particularly  sej 
by  a  proper  system  of  land-mortgage  oanks  can  not  be  expecte* 
furnish,  through  any  system  of  deposits,  or  through  purchasi 
land-mortgage  debentures,  sufficient  funds  to  insure  the  final 
success  of  such  a  large  undertaking  as  a  system  of  land-morti 
banks.  In  this  anomolous  position  the  issue  before  us  is  decid 
different  from  the  commercial  bank,  therefore  we  can  recur  to 
question  "Where  is  the  money  coming  from?"    In  my  opinic 
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^^Uld  be  unwise  to  expect  to  acquire  this  money  from  any  sources 
^t  would  in  any  manner  limit  or  impede  the  progress  or  develop- 
^t  of  any  present  system  of  finance.    It  is  not  fair  to  the  com- 
mercial-banking system,  for  example,  at  the  present  time,  at  the 
Wireshold  of  perhaps  its  best  and  most  scientific  development,  to 
Expect  commercial  deposits,  to  any  large  extent,  to  be  invested  in  l_and- 
teortgage  debentures,  and  thereby  furnish  any  part  of  this  rural- 
Credit  capital. 

The  farmers,  as  before  stated,  who  are  going  to  be  accommodated, 
are  borrowers  in  the  main  and  will  not  be,  to  any  lar^e  extent,  de- 
positors. Therefore,  my  idea  of  the  subject  is  that  tnis  money  is 
coming  from  that  virgin  field  that  has  not  yet  been  tapped  in  this 
country,  except  in  a  most  superficial,  paradoxical  fashion.  I  refer 
to  the  savings  and  the  earnings  of  the  mdustrial  classes  of  America. 
Senator  Holus.  Before  you  go  on  with  that,  Mr.  Morris,  I  wish 
you  would  discuss  the  advisability  of  permitting  these  land  banks 
to  accept  deposits  subject  to  check. 

Mr.  Morris.  In  my  opinion  it  would  be  one  of  the  most  unwise 
things  you  could  do  for  the  following  reasons:  First,  if  yon  start  the 
land  bank  and  permit  them  to  accept  deposits  subject  to  check,  the 
natural  tendency  of  most  bankers  will  be  to  develop  that  phase  of 
the  business  at  the  expense  of  the  other  business  for  which  tlie  insti- 
tution was  primarily  designed.  Any  banker  knows  from  his  own 
experience  that  the  rapid  turnover  of  funds  through  liqnid  trans- 
itions in  commercial  loans  that  would  be  necessary  to  preserve  the 
liquidity  and  the  safety  of  deposits  is  more  attractive  and  perhaps 
iDore  profitable;  and  to  permit  a  land  bank  to  engage  in  this  business 
Would,  in  my  opinion,  soon  have  iJie  effect  of  developing  this  busi- 
liess  at  the  expense  of  the  purposes  for  which  it  was  designed. 

Secondly,  it  would  get  in  competition  with  banks  of  discount 
md  Tother  conmiercial  institutions  of  a  similar  character,  national 
ind  State. 

Thirdly,  it  would  not  be  very  long,  in  my  opinion,  before  the  ex- 
gencies  of  the  moment  would  cause  these  banks  to  put  these  deposits 
XI  land  mortgages,  expecting,  of  course,  to  rediscount  them;  but 
XI  the  event  their  expectations  were  not  readily  realized  they  would 
Ind  themselves  with  a  large  amount  of  deposits  subject  to  check, 
Uid  that  would  make  the  bank  im?;f^.fe  and  unattractive. 

I  have  examined  the  provision  in  the  Moss- Fletcher  bill  limiting 
leposits  to  50  per  cent  of  the  capital,  and  I  even  doubt  the  advisa- 
tiility  of  entertaining  that  suggestic.n. 

Senator  Hollis.  Right  there,  Mr.  Morris,  do  you  believe  that  a 
deposit  department,  limited  to  50  i>er  cent  of  the  capital,  could  be 
Blade  profitable  enough  to  pav  for  the  bookkeeping  and  cl(M*ical 
»dofit? 

Mr.  Morris.  Absolutely  not.  It  is  involving  an  institution  that 
eonld  be  kept  simple  and  stable  without  accomplishing  any  result 
jBiat  would  justify  the  complications;  and  it  is  very  doubtful  in  my 
bind  if  it  could  be  even  maintained. 

Senator  Holijs.  I  would  like  t'-  ask  you  whether  you  think  it 
^Oiilid  be  possible  to  originate  a  system  of  land-mortgage  banks  that 
Would  not  need  an  ordinary  banking  office  and  would  not  need  to 
be  open  during  banking  hours;  that  is,  run  more  on  the  system  of 
file  building  and  loan  associations  i 
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Mr.  Morris.  I  infer  that  your  question  is  one  of  physical  procedure 
rather  than  a  banking  principle. 

Senator  Hollis.  Yes.  It  is  a  question  af  reducing  the  expense  of 
a  small  bank. 

Mr.  Morris.  In  my  opinion  a  land  bank  can  be  run  very  cheaply. 
I  am  constitutionally  opposed,  perhaps  by  reason  of  my  experience 
with  our  industrial  banks,  to  upstairs  offices  and  locations  that  are 
not  dignfied  and  open  and  aboveboard.  I  believe  that  when  people 
have  a  banking  transaction  which  involves  a  credit  and  character 
and  reliability  and  reputation,  whatever  the  class,  whether  it  be  » 
farmer,  a  merchant,  or  a  laborer,  it  ought  to  be  in  an  institution 
that  is  dignified,  but  inexpensively  run.  A  land  bank  could  do  away 
with  all  the  marble  trimmings  and  mahogony  appurtenances  there- 
unto belonging  and  could  be  run  very  cheaply.  We  have  scientifically 
reduced  our  operating  expenses,  speaking  of  the  Morris  plan  of 
banks,  so  that  in  no  case  will  they  exceed  3  per  cent  of  the  entire 
volume  of  loans. 

Senator  Hollis.  Tell  us  in  a  general  way  what  sort  of  equipment 
you  have. 

Mr.  Morris.  In  our  industrial  banks  we  usually  rent  a  place  that  in 
floor  space  would  be  about  20  to  25  by  100  feet.  We  usually  divide 
it  up  into  three  compartments  or  rooms,  one  part  of  which' is  a  re- 
ceiving and  paying  space,  the  other  part  a  waiting  space,  the  third 
part  a  committee  room,  where  the  discount  committee  meets. 

The  total  rent  would  average  less  than  $2,000.  In  some  cities, 
where  the  inhabitants  number  100,000  people  or  thereabouts,  the  rent 
will  hardly  average  more  than  $1,200  per  annum.  The  committee 
will  find  the  Morris-plan  bank  in  Washington,  if  they  would  like  to 
look  at  it. 

Senator  Hollis.  Give  us  the  location  of  it. 

Mr.  Morris.  The  location  of  the  Morris-plan  bank  at  Washinffton 
was  formerly  at  Twelfth  and  G  Streets.  It  has  been  moved.  It  is 
now  between  H  and  I.  They  were  compelled  to  move  because  the 
building  on  which  they  had  a  lease  was  torn  down.  I  do  not  believe 
the  cost  of  operating  a  land  bank  would  be  as  much  as  that  of  oper- 
ating an  industrial  bank,  if  properly  and  carefully  worked  out. 

Senator  Hollis.  When  I  diverted  you,  Mr.  Morris,  you  were  jo* 
getting  to  the  subject  of  obtaining  access  to  the  savings  of  the  thrifty 
industrial  worker.    Now,  if  you  will,  go  on,  please. 

Mr.  Morris.  In  my  opinion.  I  do  not  believe  this  country  has  devel- 
oped the  saving  among  the  industrial  classes,  and  when  I  use  the 
term  "  industrial  classes  "  I  am  using  it  rather  generically.  I  mein 
by  that  the  wage  earner,  the  very  small  merchant,  the  artisan,  and 
the  little  fellow.  I  do  not  believe,  as  I  started  to  say,  that  this  conn- 
try  has  developed  or  encouraged  their  saving  as  other  countries  hiv«  1 
done. 

Senator  Hollis.  In  New  England  and  New  York,  as  you  know, «« 
have  a  great  many  mutual  savings  banks,  which  have  very  large  &•    * 
posits.    Do  you  believe  that  in  New  England  and  New  York  thiti 
great  deal  more  can  be  done  in  that  line? 

Mr.  Morris.  I  do;  and  I  will  show  you  why  in  a  moment. 

However,  in  this  connection  I  will  say  that  in  New  York  City  ap- 
proximately 30  per  cent  of  the  combined  savings  of  America  are  on 
deposit  in  savings  banks,  mostly  mutual ;  in  fact,  entirely  mutual*  I 
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bink.  From  the  last  report  on  the  subject  approxunately  $7,000,- 
00,000  are  on  deposit  in  the  savings  banks  of  this  country.  I  think 
;  would  be  conservative  if  I  said  that  approximately  95  to  97  per 
ent  of  the  people  that  own  deposits  can  not  get  a  dollar's  worth  of 
redit  from  the  institution  they  support. 

Senator  Hollis.  Well,  if  they  will  pledge  their  savings  bank  books, 
hey  can  in  New  England. 

Mr.  Morris.  In  some  States  if  they  pledge  their  savings-bank  books 
hey  can,  but  in  the  majority  of  States  even  in  that  event  they  can 

lOt. 

Senator  Hollis.  That  strikes  me  as  quite  remarkable.  I  do  not 
see  why  they  can  not. 

Mr.  Morris.  The  reason  why  they  can  not  is  also  simple,  if  you 
K>nsider  it.  The  majority  of  laws  governing  savings  banks,  which 
ire  practically  statutory  banks,  compel  them  to  invest  their  funds  in 
i  limited  class  of  securities,  most  all  of  which  are  not  liquid.  Now, 
f  they  were  compelled  to  loan  money  to  any  large  extent  on  their 
3ass  books,  they  would  soon  find  that  the  demand  for  loans  would 
resemble  a  run  on  the  bank. 

Senator  Hollis.  If  they  were  compelled  to  issue  them  by  statute, 
hat  would  be  possible;  but  if  it  was  left  to  the  discretion  of  the 
lank  officials  to  loan  as  much  as  they  have  current  and  can  properly 
[Win,  it  makes  an  entirely  safe  and  rather  profitable  investment.  I 
now  in  the  bank  I  am  connected  with  that  it  is  very  profitable. 

Mr.  Morris.  Absolutely.  You  do  not  want  any  better  investment. 
Wen  then,  it  would  be  a  very  small  accommodation  to  the  depositor, 
ecause  in  the  majority  of  cases  if  a  depositor  wants  to  Dori'ow 
loney  on  his  pass  book  and  he  can  not  borrow  it  from  the  savings 
ank,  he  will  withdraw  it  and  lose  the  interest.  The  point  I  want 
0  make  is  a  man  who  has  been  a  steady  and  habitual  depositor  in 

savings  bank  probably  for  years  an^  consumes  his  savings  de- 
posits, and  then  desires  a  limited  amount  of  credit  consistent  with 
lis  earning  capacity,  and  for  which  he  could  give  good  security,  or 
it  least  safe  security,  the  very  bank  he  has  assisted  in  supporting 
ill  his  life  can  not  accommodate  him. 

Senator  Hollis.  You  are  entirely  right.  On  my  last  visit  to  New 
Sngland  a  conductor  on  a  railroad  train,  a  man  earning  at  least 
>10S  a  month,  wanted  to  borrow  money  of  the  New  Hampshire 
Savings  Bank,  in  which  he  had  a  deposit  of  $10,000,  drawing  in- 
terest, and  he  could  not  borrow  $1,000  on  his  note  without  putting 
Bp  his  savings-deposit  book  as  collateral.  It  shows  there  is  abso- 
Intely  no  connection  between  the  savings  bank  and  the  depositor  as 
iere  is  between  a  commercial  bank  and  its  depositor.  That  illus- 
rates  the  point. 

Mr.  Morris.  Absolutely. 

S^iator  Weeks.  I  do  not  see  any  objection  to  that.  The  con- 
lictor  has  no  commercial  credit.  Not  having  any  commercial 
cedit,  and  not  being  in  a  commercial  business,  if  he  wanted  to  bor- 
w  money  he  ought  to  put  up  collateral.  The  collateral  he  has  is 
is  savings-bank  book..  That  is  a  business  transaction.  He  ought 
ot  to  object  to  that. 

Mr.  Morris.  Suppose  his  money  was  in  a  savings  bank.  In  the 
lajority  of  States  they  would  not  even  lend  him  money  on  his  pass 
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book.  Then  he  goes  around  to  the  commercial  bank  and  offer 
put  up  his  pass  book  as  collateral,  and  the  first  question  that 
commercial  banker  asks  him  is,  '"  Do  you  deposit  here  ?  "  If  he  s 
he  does  not,  they  do  not  accommodate  him. 

Senator  Weeks.  That  is  not  true  of  the  mutual  savings  banks 
far  as  I  know.    It  certainly  is  not  true  in  Massachusetts. 

Mr.  Morris.  No  ;  in  Massachusetts  they  can  borrow  on  their  j 
books. 

Senator  Weeks.  You  spoke  of  the  bank  which  these  men  h 
been  supporting.     They  have  not  been  supporting  the  bank; 
bank  has  been  helping  them  to  support  themselves,  because  a  miit 
savings  bank  makes  no  money ;  it  simply  pays  its  operating  expei 
and  the  depositors  get  the  benefit. 

Mr.  Morris.  That  is  true,  but  in  the  majority  of  States  you  y 
find  that  they  can  not  even  borrow  on  their  pass  books. 

Senator  Hollis.  That  is,  the  statutes  prohibit  it  ? 

Mr.  Morris.  The  statutes  prohibit  savings  banks  loaning  on  tl 
pass  books  in  a  large  majority  of  the  States. 

Senator  Hollis.  We  have  diverted  you  again.  We  want  to  h 
you  begin  where  you  left  off. 

Mr.  Morris.  In  other  words,  how  long  would  men  of  comm< 
patronize  their  banks  and  deposit  in  them  if  legitimate  credit  wil 
proper  limits  were  not  afforded  ?  The  fact  that  the  industrial  clas 
therefore,  in  the  past — before  the  installation  of  the  Morris  j 
banks — having  enjoyed  no  credit  and  their  earning  capacity  has 
heretofore  been  either  capatilized  or  recognized  by  financial  inst 
tions  in  this  country,  to  my  mind  is  having  the  effect  on  their  sai 
propensities.  Also  securities,  for  example,  that  are  issued  in  1j 
denominations,  largely  bonds  of  $1,000  each,  seldom  less  than  ? 
and  only  recently — in  the  last  year  or  two — in  denomination 
small  as  $100,  which  may  be  designated  as  baby  bonds,  have  n 
been  offered  on  any  material  scale  to  the  wage  earner  or  to  the  si 
investor.  In  France,  for  example,  it  has  been  stated  by  experts 
the  French  peasant  is  as  familiar  with  the  price  and  value  of  b 
of  small  denominations,  usually  $20,  as  he  or  she  is  with  the  fas 
or  price  of  shoes.  Their  institutions  over  there,  the  Credit  Fon 
for  example,  that  distributes  securities  in  small  denominat 
largely  $20  each,  in  the  aggregate  sum  of  millions  per  annum. 
fact  the  Bank  of  France,  in  1912,  is  reputed  to  have  made  discc 
and  loans  to  the  small  wage  earner  and  peasants  of  France  aggr< 
ing  $500,000,000,  the  average  loan  of  which  did  not  exceed  $2C 
100  ifrancs),  and  nearly  one-third  of  their  business  or  over  $1. 
000,000  worth  of  loans  were  made  the  average  of  which  did  no 
ceed$160. 

The  point  I  wish  to  impress  upon  the  committee  is  that  abroa< 
small  man  is  furnished  credit  facilities,  saving  opportunities,  an 
vestment  opportunities.  He  is  encouraged  to  save:  he  is  taug 
he  is  frugal  he  can  get  proper  credit;  that  if  he  needs  $50  or  $1 
$150  or  $200,  or  whatever  limited  amount,  as  the  case  may  be 
urgent  and  required  purposes,  he  does  not  have  to  go  to  a  loan  $ 
on  the  fourteenth  story  of  a  building,  but  he  can  go  to  his  banl 
get  it.  He  can  get  it  at  a  rate  of  interest  that  is  economical  and 
will  compare  favorably  wilYv  t\v^  o^^o\\>\mt\ft"5.  «Lfforded  men  of 
merce.     What  is  the  result'^.    T\v^  T^^iviVc  \s.  >iXvaX.  >iisv^  ^s^^vk^  ^\ 
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mers,  or  at  least  people  of  small  means  and  small  requirements, 
tve  built  up  such  a  system  of  finance  abroad  that  they  furnish  a 
reat  part  of  the  capital  to  develop  just  such  systems  of  finance  as 
e  are  confronted  with  this  morning. 

For  example,  the  People's  Banks  of  Italy,  last  year  financed  sub- 
ffltractors  and  small  artisans  to  such  an  extent  that  the  loans  made 
the  small  subcontractors  of  Italy  represented  one-third  of  the  en- 
•e  financing  of  the  railroad  construction  of  Italy  given  for  that 
:iod  of  one  year. 

The  Morris  plan  of  industrial  banking  is  endeavoring  to  do  this 
this  country.  Now,  if  a  system  of  industrial  banks  is  built  up 
America,  and  people  are  encouraged  to  save,  and  the  aggregate 
'ings  will  exceed  tne  large  amount  already  on  deposit  in  savings 
iks,  land  debentures  properly  issued,  properly  secured,  and 
'oiigh  such  a  system  that  would  insure  both  their  liquidity,  espe- 
lly  for  collateral  purposes  in  these  industrial  banks,  which  would 
.ke  them  attractive  investments  for  the  industrial  classes,  and  that 
'gin  reserve  of  capital  could  thereby  be  tapped,  and,  in  my  opin- 
i,  if  the  details  are  properly  worked  out  these  land-mortgage 
bwentures  can  be  sold  among  the  industrial  classes  of  America  to 
3h  an  extent  that  the  aggregate  amounts  will  supply  a  very  large 
rt  of  the  capital  required  to  make  the  land-mortgage  problem  a 
Dcess.  I  have  in  mind  the  practical  details  of  how  this  should  be 
ought  about.  That  answers  your  question,  however,  does  it  not  ? 
Senator  Hollis.  Ycu  say  you  haven't  it  in  mind  ? 
Mr.  Morris.  I  say  I  have  it  in  mind,  but  I  do  not  know  whether 
m  want  me  to  go  into  that. 

Senator  Hollis.  Yes ;  that  is  what  we  want.  I  wish  you  would. 
Mr.  Morris.  Before  I  go  into  the  practical  details  of  how  such  an 
olution  can  be  accomplished,  let  us  revert  for  the  moment  to  the 
irt  that  the  present  municipal  bonds  or  the  present  railroad  securi- 
s  or  other  generally  accepted  security  plays  in  the  ordinary 
lance  and  banking  in  this  country. 

The  majority  of  large  investors  buy  these  securities,  first,  because 
ey  have  a  listed  market  value,  and,  secondly,  because  they  can  be 
eel  for  collateral  purposes  on  most  any  occassion  and,  of  course, 
icau.se  they  are  safe,  otherwise  they  would  not  have  the  foregoing 
lalities.  Land-mortgage  debentures  must  be  given  the  same  at- 
ibutes.  In  addition  to  being  perfectly  safe  and  sound  they  must 
t  available  for  collateral  purposes  for  the  big  man  in  his  national 
ink,  for  the  little  man  in  his  industrial  bank.  I  have  never  yet 
lown  of  any  security  that  in  the  majority  of  instances  did  not  have 
B  ready  market ;  that  you  could  always  use  it  at  a  bank  for  col- 
teral  or  similar  purposes. 

Senator  Hollis.  Conversely,  they  will  not  take  it  at  a  bank  unless 
has  a  ready  market,  I  suppose. 

Mr.  Morris.  Yes;  and  the  converse  is  equally  true.  Therefore,  the 
pst  thing  to  be  perfectly  worked  out  is  a  system  under  which  these 
nd-mortgage  debentures  are  going  to  be  issued.  I  hesitate  to  go 
to  the  details  of  this  fcr  fear  that  I  would  either  indulge  in  repeti- 
m  of  what  the  committee  has  already  had,  or  that  I  may  be  burden- 
I  them  with  some  ideas  that  they  may  or  may  not  desire  to  hear. 
Senator  Hollis.  I  wish  you  would  go  into  that  fully,  ilr.  ilorris. 
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Mr.  Morris.  In  the  first  place,  I  believe  that  in  order  to  get  th 
investing  public  of  America  to  put  their  money  in  land-mortgip 
debentures,  whether  the  large  investor  or  small  investor,  the  entii« 
plan  must  be  analogous  to  our  present  banking  system.  In  oth« 
words,  the  man  that  buys  a  land-mortgage  debenture  must  be  xmit 
to  feel  that  he  is  buying  something  that  is  just  as  good  as  any  ot^ 
security,  and  the  antipathy  or  the  reticence  that  has  heretofore  b«t 
felt  regarding  farm  mortgages  by  what  might  be  termed  the  ^^^ 
liquid  investor  must  be  eliminated.  The  way  to  eliminate  that  is  to 
bring  the  land-mortgage  debenture  into  being  under  a  system  thit 
will  compare  favorably  with  our  present  banking  system.  Xo  do 
that,  in  my  opinion,  it  is  necessary  to  establish  at  Washington  a 
bureau  of  farm-land  banks  that  at  least  have  a  similar  relationship 
as  the  Federal  Reserve  Board  does  to  the  national  banking  system. 

Senator  Hollis.  What  would  you  say  to  putting  that  under  tta 
direct  charge  of  the  Federal  Reserve  Board  to  work  out  as  they  waal 
to,  or  establishing  a  bureau  under  their  charge  ? 

Mr.  Morris.  I  was  going  to  suggest  that  a  bureau  be  established  to 
be  known  as  the  Federal  bureau  of  land  banks,  or  some  such  similir 
name.  I  figure  it  is  a  detail  to  be  worked  out  whether  it  requires  i 
separate  bureau  or  whether  it  could  be  incorporated  within  the  dutifii 
of  the  Federal  Reserve  Board.  I  can  not  at  the  moment,  withoii^ 
having  given  that  suggestion  the  proper  thought,  see  why  the 
Federal  Reserve  Board,  with  a  land-bank  bureau,  would  not  iccaor 
plish  many  of  the  things  which  I  have  in  mind. 

Senator  Hollis.  That  is,  it  would  give  it  dignity  and  standinffi 

Mr.  Morris.  That  would  give  it  dignity  and  stability  right  froo 
the  beginning. 

Senator  Hollis.  And  it  would  eliminate,  perhaps,  the  jealou^ 
that  many  farmers  and  friends  of  farmers  have  of  commercial  banks, 
that  they  have  the  inside  track? 

Mr.  Morris.  Yes;  it  would  accomplish  that,  and  accomplish  it 
quickly. 

I  will  not  undertake  to  go  into  the  details  of  what  should  be  the 
duties  of  such  a  bureau,  because  I  would  like  to  work  that  out  in  mow 
careful  detail,  but  the  general  outline  of  its  structure  would  be  to 
exercise  a  supervisory  and  controlling  influence,  similar  to  the  Fed- 
eral Reserve  Board,  and  not  permit  any  regional  land  banks^  which 
I  will  describe  in  a  moment,  to  issue  any  land-mortgage  debentowi 
until  the  required  information  properly  certified  to  imder  oath  hii 
been  presented  to  the  bureau  and  the  certificates  permitting  the  re- 
gional land  bank  to  make  the  issue  was  allowed. 

Senator  Hollis.  Would  you  not  advise  having  the  board  place  its 
indorsement,  not  in  the  sense  of  financial  responsibility  of  the  deben- 
ture, but  indorsement  that  it  had  complied  with  all  the  regulationi 
and  was  approved  on  the  security  itself? 

Mr.  Morris.  Absolutely,  to  such  an  extent  that  the  bureau  wooM 
have  to  watch  over  all  the  land-mortgage  debentures,  each  one  of 
which  would  bear  certification  from  the  bureau  or  its  duly  authM- 
ticated  representative  appointed  for  that  purpose. 

Still,  following  the  Federal  reserve  act  in  its  analogy,  a  8uffid«nl 
number  of  regional  land  banks  should  be  established,  and  the  mim* 
mum  or  maximum  number  of  them  is  another  detail  which  requirsi 
as  careful  and  scientific  consideration,  but  I  would  sav  offhand  n^ 
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lan  10  and  perhaps  15  or  20.  These  banks  should  be  of  fairly 
size,  if  practicable  not  less  than  $1,000,000  each,  and  certainly 
ess  than  $500,000.     I  would  prefer  the  former  to  the  latter. 

under  the  statutes — and  I  might  say  by  way  of  interpolation 
ill  these  ideas  can  be  worked  out  under  the  present  Fletcher- 
bill  as  a  basis.  In  other  words,  from  my  examination  of  the 
ler-Moss  bill  it  has  many  good  parts  to  it  that  could  be  used  as 
idation  basis  for  creating  the  act  necessary  to  carry  into  effect 
eas  here  expressed,  and  I  intended  to  come  here  to-day  with  a 
Dn  of  the  Fletcher-Moss  bill  so  far  completed  as  would  carry 
ffect  all  the  ideas  that  I  here  express,  but  unfortunately  I  have 
Jen  able  to  complete  that  undertaking. 

ator  HoLLis.  Will  you  complete  it  and  send  it  to  the  committee? 
uld  be  of  great  value  to  the  committee. 

Morris.  To  answer  that  question^  I  will  say  that  I  will  do  my 

.  Platt.  Would  not  the  necessity  for  all  that  examination  and 
cation  between  the  mortgagor  and  the  investors  interfere  with 
aking  of  the  mortgage  and  delay  him  in  getting  the  money? 

Morris.  I  do  not  think  so.  I  will  bring  that  out  in  a  moment, 
I  get  the  contour  of  the  plan  in  the  record.  I  believe  it  could 
rked  out  very  simply. 

Platt.  If  the  Federal  Reserve  Bureau  has  to  certify  them  in 
to  satisfy  investors,  it  looks  to  me  like  it  would  be  a  long  time 
;  a  man  could  get  his  money,  and  one  or  two  crop  seasons  might 

Morris.  That  might  be  so  if  the  Federal  Reserve  Bureau  had 
duct  the  investigation,  but  my  idea  is  that  the  local  unit  banks, 

I  have  not  yet  described,  would  of  course  conduct  the  investi- 
i  and  determine  whether  they  would  make  the  loan.  Then  if 
lit  bank  made  the  loan,  it  would  see  before  making  the  loan 
he  conditions  imposed  by  the  Federal  Reserve  Bureau  in  order 
le  land-mortgage  debentures  against  that  mortgage  were  per- 
d.  They  would  in  turn  satisfy  the  regional  land  bank  that  that 
•een  done,  and  simply  a  certificate  showing  the  execution  of 
conditions  would  be  filed  with  the  Federal  Reserve  Bureau, 

would  ministerially  grant  the  right  to  the  regional  bank  to 
the  land  mortgage  debentures ;  the  idea  being  that  it  would  be 
y  a  supervisory  work.  But  the  purpose  of  it  is  to  prevent  a 
tion  of  the  experience  of  the  eignties  with  the  land-mortgage 
tures. 

Platt.  Would  the  local  land-mortgage  bank  take  the  risk  and 
ce  the  money  to  the  farmer? 

Morris.  Oh,  yes;  they  could  do  that.    The  only  reason  in  the 

the  local  unit  bank  would  be  taking  is  to  guarantee  that  they 
mplying  with  the  fundamental  conditions.    That  would  be  nec- 

to  get  a  land-mortgage  debenture  issued  against  them.  The 
age  itself  could  be  made.^ 

Platt.  And  the  money  advanced  ? 

Morris.  And  the  money  advanced  at  once,  but  the  capacity  of 
cal  bank  to  rediscount  that  mortgage  at  the  regional  bank  and 
I  their  funds  from  the  land-mortgage  debentures  would  depend 
their  carrying  out  the  conditions.  That  I  believe  is  necessary 
ose  in  these  land-mortgage  debentures  absolute  security    They 
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in  turn  will  bring  about  their  liquidity  which  these  debentures  ought 
to  have  in  order  to  readily  market  them. 

Mr.  Woods.  What  is  your  objection  to  having  a  regional  bank  in 
each  State? 

Mr.  Morris.  I  have  thought  of  that  and  it  was  my  first  idea  to  havf 
a  regional  bank  in  each  State,  but  I  am  afraid  that  it  will  make  too 
many,  and  I  am  afraid  it  will  be  difficult  to  get  each  one  of  them 
of  sufficient  capital  to  make  the  guaranty  behind  these  land-mort- 

fage  debentures  strong  enough.     You  see  there  would  be  forty-odd 
anks,  and  if  you  cut  up  these  regional  banks  into  that  large  number 
I  fear  you  would  have  to  have  them  too  small  in  capital. 

Mr.  Jones.  Mr.  Morris,  we  have  in  a  great  many  of  our  States, 
as  you  of  course  are  aware,  a  much  larger  area  than  many  European 
countries. 

Mr.  Morris.  Yes,  sir. 

Mr.  Jones.  And  yet  in  all  of  those  European  countries  there  are 
literally  thousands  of  successful  land-mortgage  banks. 

Mr.  Morris.  That  would  refer,  would  it  not,  to  the  unit  banks! 

Mr.  Jones.  Yes. 

Mr.  Morris.  The  unit  bank  would  take  care  of  that,  would  it  not! 
I  have  no  objection  to  the  number  of  unit  banks,  but  my  idea  is  to 
concentrate  to  a  reasonable  degree,  largely  on  account  of  size  and 
strength,  the  bank  that  guarantees  the  debentures  and  issues  them. 

Mr.  Jones.  You  are  touching  upon  a  point  there  that  has  been  pre- 
sented in  the  last  few  days.  Have  you  read  what  is  called  tb 
minority  report  of  the  American  commission  and  what  that  report 
recommends? 

Mr.  Morris.  No;  I  have  never  read  the  minority  report.  I  reaJ 
the  report  signed  by  Senator  Fletcher.     Is  that  the  majoritv  report! 

Mr.  Jones.  That  is  the  report  of  the  United  States  commission. 

Mr.  Morris.  Yes;  I  have  read  that. 

Mr.  Jones.  The  American  commission,  the  larger  body,  divided 

Mr.  Morris.  Yes ;  I  know  that. 

Mr.  Jones.  The  majority  made  no  recommendation,  because  those 
who  controlled  the  majority  were  members  of  the  United  States  com- 
mission. 

Mr.  Morris.  Yes,  sir. 

Mr.  Jones-  They  deferred  to  the  United  States  commission,  but  a 
minority,  who  were  not  members  of  the  United  States  commissioOi 
felt  some  severe  critcisms  could  be  made  of  the  unit-bank  systett 
without  federation,  and  they  have  presented  a  minority  report  an! 
the  last  two  or  three  days  have  had  hearings  before  this  committee. 

Mr.  Morris.  No ;  I  have  not  read  the  report,  I  am  sorry  to  say. 

Mr.  Jones.  You  are  bordering  so  close  to  what  their  recommcndar 
tions  are  I  was  wondering  whether  it  was  possible  that  we  coul 
have  influenced  you  in  any  way  or  whether  our  ideas  independent^ 
seemed  to  be  working  toward  the  same  direction. 

Mr.  Morris.  No;  I  have  never  road  that  report  and  have  newi 
seen  it.  ^   . 

Mr.  Jones.  And  you  have  never  talked  to  anyone  in  regard  to  iti 

Mr.  Morris.  No  ;  I  never  have. 

Mr.  Platt.  You  do  not  think  that  the  complication  of  State  Itwi 
in  regard  to  taxes,  registration  of  title,  and  one  thing  and  anotbcfj 
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ould  interfere  with  having  units  larger  than  States?    The  bonds 
ould  have  to  be  issued  in  State  series,  would  they  not? 
Mr.  Morris.  Just  what  do  you  mean  by  State  series? 
Mr.  Plait.  I  mean  the  bonds  of  one  State  would  not  be  worth  as 
iich  as  the  bonds  of  another  State,  because  of  the  laws  interfering, 
r  instance,  on  foreclosures? 

Mr.  Morris.  Of  course,  we  are  confronted  in  this  country,  under 
r  dual  system  of  government,  in  studying  this  question  with  sev- 
d  practical  difficulties,  one  of  which  you  have  just  indicated.  One 
them  is  lack  of  uniformity  of  registration  and  lack  of  uniformity 
tax  laws.  I  am  hoping  that  a  bill  will  be  worked  out  that  will, 
respect  to  taxation  under  Federal  legislation,  make  it  uniform. 
Mr.  Platt.  That  is  what  I  wanted  to  bring  out 
Mr.  Morris.  I  believe  it  is  an  absolutely  essential  thing  to  do. 
u  have  just  got  to  do  that. 

Senator  Hollis.  On  the  other  hand,  until  this  is  done — and  it 
.U  take  a  long  time  to  get  uniformity  in  the  various  States — ^your 
ea  is  to  have  these  central  units  which  you  have  described  look  into 
e  validity  of  the  titles  and  tax,  so  that  when  they  put  their  stamp 
approval  on  it  people  will  know  that  those  conditions  have  been 
mplied  with? 

Mr.  Morris.  The  regional  bank,  not  the  unit. 
Senator  Hollis.  Yes ;  the  regional  bank. 

Mr.  Morris.  That  is  right — ttie  regional  bank.  My  idea  is  to  have 
I  agent  at  every  unit  bank,  some  man  designated  there  that  will 
t)bably  be  the  representative  in  the  State  of  the  regional  land  bank. 
}  that  it  may  be  that  expense  can  be  saved,  but  I  do  hope  that  if 
ty  system  of  this  kind  is  concluded,  that  every  State  will  cooperate 
mciently  to  get  together  on  the  best  registration  and  exemption 
wn  taxation  system^  and  these  land-mortgage  debentures  under 
^eral  supervision  will  solve  the  largest  part  of  the  tax  question. 
I  was  talking  to  Gov.  Glynn,  of  New  York,  on  Monday,  and  they 
e  just  as  much  concerned  over  the  matter  up  there  as  you  gentle- 
en  are  here  in  the  Federal  end  of  it,  and  I  know  they  are  going 
do  every  thing  they  can  to  cooperate  with  the  proper  system. 
Mr.  Platt.  All  mortgages  in  New  York  State  are  exempt  from 
xation  on  payment  of  one-half  per  cent  recording  fee. 
Mr.  Morris.  I  understand  the  recording  or  transfer  tax  concludes 
e  taxation  of  the  mortgage? 

Mr.  Platt.  Would  that  answer  the  general  purpose?  It  is  very 
ilikely  tJbat  States  can  be  gotten  absolutely  to  repeal  their  laws  on 
e  taxation  of  mortgages  unless  something  of  that  sort  takes  its 
ace,  I  should  think. 

Mr.  Morris.  Of  course  that  is  entirely  a  matter  that  the  commis- 
m  will  have  to  contend  against  who  is  going  to  have  that  in  charge. 
t  other  words,  if  you  expect  to  bring  about  any  uniform  legislation 
the  States  there  ought  to  be  either  an  organization  committee  or  a 
nmission  that  will  be  charged  with  the  duty  to  get  behind  each 
ite  and  get  this  thing  done. 

kfr.  Platt.  The  Moss  bill  provides 

iir.  Morris.  That  does  not  undertake  to  do  this. 

Ilr.  Platt   (continuing).  That  it  shall  not  go  into  effect  fully 

t  the  security  shall  not  be  made  available  for  trust  furvds^  etc,^  vv. 
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States  where  mortgages  are  not  exempt  from  taxation  and  when 
the  recording,  etc.,  is  not  satisfactory. 

Mr.  Morris.  Yes ;  I  remember  that. 

Mr.  Platt.  Do  you  think  that  would  accomplish  the  purpoeel 
Would  that  bring  sufficient  pressure  to  cause  the  States  to  chanp 
their  laws  ? 

Mr.  Morris.  You  are  asking  me  a  very  hard  question  as  to  whil 
would  be  the  effect  in  the  States  of  a  provision  of  that  character. 
It  requires  largely  a  prognostication  answer.  I  believe  it  will  hiT« 
a  very  strong  effect,  because  I  believe  the  farmers  of  those  State 
that  want  to  get  the  benefit  of  this  bill  are  going  to  get  behind  tb 
legislature  and  say,  "  Now,  you  can  not  get  the  benefit  of  this  l»i 
unless  you  comply  with  the  conditions  provided."  I  believe  that  wil 
have  a  very  strong  effect.  As  to  what  would  accomplish  the  desirec 
result,  I  would  not  undertake  to  prognosticate. 

Senator  Hollis.  This  at  least  is  here,  Mr.  Morris,  that  if  you  ha?! 
these  districts  larger  than  one  State,  each  district  institution  wouM 
have  a  State  expert  who  could  pass  on  all  State  loans  that  were 
made  a  basis  for  bonds. 

Mr.  Morris.  Each  regional  bank  would  have  a  department  veiy 
similar  to  the  legal  department  of  the  Industrial  Finance  Corpon- 
tion.  Every  time  we  organize  an  industrial  bank  in  a  State  at  the, 
present  time  our  legal  department  has  worked  out  all  the  details  it 
lating  to  that  particular  State.  They  have  made  a  study  of  it  tnd 
know  exactly  the  kind  of  charter  that  is  required  and  the  by-lafi 
and  the  incorporation  laws  that  are  necessary. 

Mr.  Platt.  If  Mr.  Moss  was  here,  he  would  proceed  to  say  you  were, 
going  to  get  the  overhead  charge  on  those  bonds  so  high  that  the  ratJ 
of  interest  would  not  be  very  much  lowered  to  the  farmers.  That  ii 
his  chief  objection,  as  I  understand  it,  to  the  State  unit  banks. 

Mr.  Morris.  The  State  unit  banks? 

Mr.  Platt.  Yes. 

Mr.  Morris.  Don't  you  think  it  would  be  less  for  12  or  20  of  them 
than  it  would  be  for  40  or  50  of  them? 

Mr.  Platt.  I  should  think  it  might  be,  provided  you  did  not  havt 
to  spend  too  much  money  to  investigate  State  laws. 

Mr.  Morris.  They  will  not  have  to  do  that,  because  a  Federal  ea- 
abling  statute  will  create  the  institutions,  and  the  only  thing  to  be 
investigated  are  the  exemptions  under  the  enabling  statute.  The  ex* 
emption  exempting  land-mortgage  debentures  from  taxation  and  th( 
other  exemptions  will  only  have  to  be  inquired  into  to  the  extent  the] 
might  come  in  conflict  with  State  laws,  and  that  will  really  be  i 
single  proposition — a  first-instance  proposition.  After  it  is  done  b 
the  first  instance  and  they  are  regulated  by  the  legislatures  it  is  not 
lecurring  expense. 

Mr.  Platt.  That  is  true. 

Mr.  Ragsdale.  I*^  it  your  idea  that  these  various  banks  that  ai 
to  be  established 

Mr.  Morris  (interposing). -You  are  referring  now  to  the  regioni 
land  banks,  not  the  local  unit  banks? 

Mr.  Eagsdale.  The  regional  banks — shall  take  over  the  mortgagi 
»**  the  different  States  and  then  they  are  to  issue  their  bonds  again 

m  mortgages? 

Mr.  Morris.  That  is  correct. 
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Mr.  IIagsdale.  Would  it  not  be  better,  as  a  matter  of  faot,  instead 
f  issuing  these  bonds,  issuing  bonds  in  State  series,  that  the  bonds 
)vering one  State  be  secured  by  mortgages  in  the  particuhir  State? 
Mr.  Morris.  You  mean  to  segregate  the  mortgages  of  one  State 
id  issue  bonds  against  those? 
Mr.  RAGSDAiiB.  X  es, 

Mr.  Morris.  And  not  interstate  the  segregation? 
Mr.  Ragsdale.  That  is  right. 
Mr.  Morris.  Is  that  what  you  mean  ? 

Mr.  Raqsdale.  My  idea  is,  the  wisdom  of  it;  it  seems  to  me  that 
;  would  be  better  in  the  long  run,  would  be  wiser,  to  allow  the  re- 
;ional  bank  to  loan  money  in  as  many  States  as  it  wished  to,  and  in 
ssuing  bonds  against  mortgages  it  do  not 

Mr.  Morris  (interposing).  I^t  me  inteiTupt  you,  Mr.  Ragsdale. 
rhe  regional  bank  under  the  plan  I  have  been  discussing  does  not 
lend  any  money. 

Mr.  Kagsdale.  It  only  guarantees. 

Mr.  Morris.  It  only  issues  debentures  against  mortgages  that  the 
Tffiit  banks  have  previously  loaned  on. 

Mr.  Ragsdao:.  Yes ;  but  where  does  it  get  the  money  from  ? 

Mr.  Morris.  From  the  sale  of  the  debentures. 

Mr.  Ragsdao:.  If  it  does  that,  it  has  bought  in  the  security, 
kasn't  it? 

Mr.  Morris.  Oh,  yes.  It  has  bought  in  the  security;  at  least 
it  indorses  a  debenture  made  promptly  by  the  unit  bank  the  same  as 
the  Credit  Foncier  of  France. 

Mr.  Ragsdale.  Don't  you  think  it  would  be  better  to  absorb  the 
nortgages  itself  and  then  issue  bonds  against  those  mortgages? 

Mr.  Morris.  You  mean  to  cut  out  the  unit  bank,  practically? 

Mr.  Ragsdale.  Yes. 

Mr.  Morris.  It  would  not  be  practicable. 

Mr.  Ragsdale.  You  do  not  think  it  would  be? 

Mr.  Morris.  Positively  not.  You  can  not  expect  a  regional  bank — 
Jt,  for  instance,  can  not  pass  on  the  credit  of  a  man  somewhere  down 
^  Virrinia. 

Mr.  Kagsdale.  Why  not? 

Mr.  Morris.  It  is  too  expensive. 

Mr.  Ragsdale.  Are  not  the  great  insurance  companies  and  the 
^tish- American  mortgage  companies  and  other  local  loaning  insti- 
Ntions  of  that  character  doing  that  very  kind  of  work  and  mate- 
Hilly  reducing  the  interest  in  the  different  parts  of  the  State? 

Mr.  Morris.  You  mean  loan  agents? 

Mr.  Ragsdale.  Yes. 

Mr.  Morris.  They  are  doing  it  to  an  extent;  but  if  you  start  that, 
I  tliink  you  might  have  a  repetition  of  the  1884  land-debenture 
Khemes.  In  other  words,  I  am  opposed  to  any  more  agency  proposi- 
tions for  wrecking  these  institutions.  An  agent  who  starts  a  branch 
b  inculcated  with  the  idea  of  getting  a  branch  and  getting  his  com- 
liission.  It  is  not  his  money  at  stake.  It  seems  to  me  very  much 
^e  if  you  send  a  man  out  to  spend  your  money — it  is  not  his  money 
nd  he  won^t  be  as  careful  in  spending  it  as  he  would  if  it  was  his 
nm.  Some  men  would  spend  your  money  with  greater  care  than 
hey  would  spend  their  own ;  but  it  is  the  exception  that  proves  the 
nle. 
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Mr.  Ragsdal£.  You  do  not  think  Government  supervision  woa 
reduce  the  danger? 

Mr.  Morris.  Yes;  I  think  Government  supervision  would  redw 
the  danger. 

Mr.  Ragsdale.  Don't  you  realize  there  is  some  danger  of  that  chai 
acter,  no  matter  how  well  we  safeguard  it,  as  shown  by  the  loci 
national  banks  that  handle  lines  of  credit  throughout  the  State? 

Mr.  Morris.  Yes.  You  have  to  depend  on  human  agency  in  u^ 
kind  of  a  proposition. 

Mr.  Ragsdale.  The  same  thing  would  apply  in  this  instanea 
Don't  you  think  the  establishment  of  local  banks  would  havei 
tendency  to  decrease  rather  than  to  increase  the  effectiveness  of  theai 
laws?  I 

Mr.  Morris.  I  do  not  know  that  I  quite  understand  the  questioi 
Will  you  read  the  question? 

Mr.  Ragsdale.  My  idea  is  this :  Don't  you  think  they  would  ba 
less  likely  to  secure  the  loans  from  local  banks  than  they  wouU 
from  a  regional  bank?  Who  is  going  to  supply  the  capital  of  ti« 
local  banfe? 

Mr.  Morris.  That  would  be  a  matter  of  private  investment. 

Mr.  Ragsdale.  Don't  you  think  in  the  place  where  the  mon^  ii 
most  needed  they  would  be  less  likely  to  raise  the  capital  there? 

Mr.  Morris.  Where  .it  is  most  needed  they  would  be  less  lik^ 
to  raise  it? 

Mr.  Ragsdale.  Yes. 

Mr.  Morris.  I  do  not  quite  follow  that. 

Mr.  Ragsdale.  Isn't  it  the  history  of  the  country  now  that  th 
money  centers  are  sending  their  money  into  the  communities  when 
it  is  most  needed  ? 

Mr.  Morris.  Yes. 

Mr.  Ragsdale.  If  you  have  to  go  into  that  community  to  raia 
your  capitalization  for  the  bank,  don't  you  think  they  are  less  liabl 
to  have  the  capitalization  that  is  necessary  to  sell  their  mortgages! 

Mr.  Morris.  They  do  not  sell  their  mortgages  there.  That  is  ja 
the  distinction.  If  that  is  what  is  on  your  mind,  they  do  not  se 
the  debentures  there.  The  regional  bank  will  sell  the  debentun 
where  they  have  the  best  market. 

Mr.  Ragsdale.  I  understand,  but  the  local  bank  has  first  to  mal 
the  loan. 

Mr.  Morris.  The  local  bank  has  to  get  together  the  original  < 
inceptive  capital. 

Mr.  Ragsdale.  Yes ;  and  it  is  going  to  depend  on  the  amount  • 
the  capital  it  has  to  get  the  credit  that  the  regional  bank  will  alio 
the  local  bank. 

Mr.  Morris.  Not  necessaril3^  Of  course  there  will  be  a  maximu 
limit  of  10  or  15  times  the  capital  in  the  Moss  bill. 

Mr.  Ragsdale.  Just  disregard  the  Moss  bill.  The  regional  baa 
are  going  to  depend  for  their  loans  to  the  local  banks  on  the  capital 

ition  01  the  local  banks? 

Mr.  Morris.  As  the  maximum  limit:  yes. 

Mr.  Ragsdale.  They  are  going  to  depend  on  it  for  the  maximu 
limit  or  whatever  you  want  to  prescribe. 

Mr.  Morris.  Not  the  regional ;  you  mean  the  local — the  unit  ban 
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Mr.  Ragsdale.  But  the  regional  banks  are  going  to  lend  to  the 
x;al  banks  the  fiat  paper  from  which  to  get  capital  and  guarantee 
:s  capital. 

Mr.  Morris.  That  is  correct. 

Mr.  Ragsdale.  And  therefore  in  the  communities  where  the  money 
J  the  most  needed — in  the  outlying  agricultural  communities  the 
•anks  would  have  the  smallest  amounts  of  capital.    Is  not  that  true  ? 

Mr.  Platt.  Mr.  Ragsdale  seems  to  imply  the  capital  has  got  to  be 
aised  in  the  community  where  the  bank  is  located. 

Mr.  Morris.  That  does  not  necessarily  follow.  A  large  part  of  it 
irill. 

Mr.  Ragsdale.  That  is  the  reasonable  deduction  for  any  institu- 
tion that  is  going  to  loan  on  land,  and  the  people  from  that  com- 
munity are  not  going  to  put  the  money  into  that  community  and 
have  the  local  people  govern  in  order  to  reduce  the  rate  of  interest. 

Mr.  Morris.  That  islargely  true. 

Mr.  Ragsdale.  That  being  the  case,  in  the  agricultural  communi- 
ies  where  the  money  is  mostly  needed,  won't  they  have  the  smallest 
apitalization  of  these  unit  banks  ? 

Mr.  Morris.  I  do  not  think  so. 

Mr.  Ragsdale.  Where  is  your  money  coming  from  ? 

Mr.  Morris.  I  think  there  are  funds  belonging  to  the  community 
ow,  and  by  getting  a  place  provided  which  would  develop  the 
aming  capacity — ^I  should  say  where  the  institution  is  needed  most 
:  would  be  the  most  attractive  place  to  invest. 

Mr.  Ragsdale.  It  will  earn  the  most  money  and  be  the  most  at- 
ractive  investment,  because  there  they  will  charge  the  higher  rate 
I  interest? 

Mr.  Morris.  Not  necessarily.  I  think  I  can  clear  you  up  right 
low  on  that.  The  fact  that  the  farmers  may  need  more  accommo- 
lation  in  that  community  does  not  necessarily  mean  there  are  not 
ther  people  in  the  community  who  are  not  farmers  who  will  supply 
he  capital  to  start  the  bank.  It  may  mean  you  will  have  more 
apittu,  because  the  farmers  will  need  the  money  most  there;  but  it 
loes  not  necessarilv  mean  there  are  not  other  people  with  means  who 
rill  supply  capital  for  this  unit  bank  if  it  is  'a  good  investment. 

Mr.  Kagsdale.  But  would  not  those  people,  if  they  had  money  to 
avest,  make  direct  loans  on  the  real  estate  or  take  mortgages  them- 
elves,  or  take  stock  or  deposit  it  in  a  bank  where  the  opportunity 
a  earn  is  much  greater? 

Mr.  Morris.  I  do  not  know.    I  believe  these  can  be  made  to  de- 
dop  an  earning  capacity  which  would  compare  very  favorably 
ith  the  national  banJks.    Of  course  they  would  not  have  the  oppor- 
xnity  a  national  bank  has  of  turning  the  money  over  5,  10,  or  20 
mes.     For  instance,  if  I  invest  $100,000  I  could  only  make,  with 
lat  $100,000,  $100,000  worth  of  mortgage  loans. 
Mr.  Ragsdale.  In  what  system?    What  system  limits  it  to  that? 
Mr.  Morris.  I  said  if  I  would  individually  make  the  loan.     You 
ere  asking  the  question  if  they  had  the  money,  why  wouldn't  they 
ake  the  mortgages  direct  to  the  farmer  ? 
Mr.  Ragsdale.  Yes. 

Mr.  Morris.  My  answer  to  that  is  if  I  had  $100,000  and  loaned  it 
rect  to  the  farmer,  I  would  not  have  any  opportunity  of  loaning 
>re  than  my  original  capital 
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Mr.  Ragsdale  (interposing.  Oh,  but  you  would. 

Mr.  Morris  (continuing).  Whereas  with  the  bank  doing  it,  the 
banks  operating  with  the  regional  banks  can  immediately  issue  land- 
mortgage  debentures  against  it,  and  sell  them  in  the  open  market 
and  get  back  the  $100,000  and  reloan  it. 

Mr.  EAGSDAiiE.  You  started  out  with  a  preface  that  is  not  true, 
because  the  capitalists  are  able  to  put  up  the  mortgages  and  dis- 
count them  and  keep  on  loaning. 

Mr.  Morris.  I  say  that  a  capitalist  would  not  have  that  opportu- 
nity as  a  bank  would  that  is  a  part  of  a  well-regulated  system;  but 
in  that  event,  if  the  individual  did  have  it,  he  would  be  merely  cmiled 
an  individual,  whereas  he  would  be  in  the  identical  position  of  a 
bank  of  which  I  speak. 

Mr.  Ragsdale.  My  observation  and  experience  has  been  in  the 
communities  where  they  want  to  get  long-time  loans,  secured  bj 
mortgages  on  real  estate,  that  the  individuals  who  have  money  enou^ 
to  loan  do  not  want  to  see  the  rate  of  interest  reduced,  and  that  the 
reductions  of  the  rate  of  interest  on  loans  have  in  nearly  every  in- 
stance come  from  outside  parties  who  made  the  loans. 

Mr.  Morris.  Is  not  that  so  simply,  Mr.  Ragsdale,  because  they  have 
a  selfish  desire  to  enhance  the  value  of  the  money  ? 

Mr.  Ragsdale.  I  think  so ;  but  why,  then,  should  they  want  to  go 
in  a  State  that  would  try  to  reduce  the  return  on  the  value  of  their 
money  ? 

Mr.  Morris.  I  think  necessity  would  intensify  their  opportunity— 
I  think  they  would  realize  they  had  to  do  it. 

Mr.  Ragsdale.  They  might  whenever  the  system  was  a  success; 
but  until  it  is  a  success  do  you  believe  that  they  will  come  in  and 
try  to  make  it  a  success  ? 

Mr.  Morris.  I  believe  they  would,  except  in  those  instances  where 
it  might  absolutely  be  in  conflict  with  the  individual's  busine>>. 
Then  I  think  you  are  right.  I  do  not  think  they  would  do  it,  hut  I 
think  they  would  be  in  the  hopeless  minority. 

Senator  Weeks.  Mr.  Morris,  you  were  outlining  your  ideas  of  the 
organization  which  should  be  arranged  for  the  carrying  out  of  this 
general  plan.    Will  you  go  on  now,  if  Mr.  Ragsdale  is  through. 

Mr.  Ragsdale.  I  am  through. 

Mr.  Morris.  I  believe  I  had  described  my  ideas  respecting  a  Fed- 
eral bureau  of  land  banks  and  that  then  there  should  be  a  certain 
number  of  regional  land  banks? 

Mr.  Jones.  You  have  spoken  of  lessening  the  expenses  of  operating 
by  having  that  done  through  a  regional  bank,  or  lessening  the  ex- 
pense of  mspection.  The  same  point  was  asked  me.  As  Mr.  Hatt 
says,  Mr.  Moss  is  dwelling  upon  that  idea  that  by  forming  the  banb 
you  are  going  to  increase  the  expense  of  appraisement.  I  take  the 
position  it  is  going  to  decrease  the  expense  of  appraisement.  I  think 
that  was  your  position. 

Mr.  Morris.  I  do  not  think  there  is  any  doubt  about  it,  and  I  wiD 
show  you  why  I  think  so. 

Mr.  Jones.  You  had  begun  to  outline  it  when  you  were  diverted 
into  another  line  of  discussion. 

Senator  Weeks.  Suppose  you  go  on  from  that  place  ? 

Mr.  Morris.  On  the  question  of  expense,  every  morto^age  has  to 
have  at  least  one  appraisement.     That  would  be  done  by  the  unit 
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bank.  The  detail  of  the  present  system  would  be  so  arranged  that  at 
the  time  that  appraisement  is  made  a  resident  a^ent  of  the  regional 
bank  will  be  one  of  the  original  committee  makmg  the  original  ap- 
praisement, an  original  appraiser,  so  that  when  the  appraised  value 
of  the  inceptive  mortgage  reaches  the  regional  land  bank,  for  its  con- 
sideration, it  will  be  sufficiently  authentic  for  the  regional  land  bank 
to  act  upon  the  record  as  it  then  appears.  Of  course  the  regional 
land  bank  will  be  sufficiently  informed  to  be  able  to  know  the  various 
localities  from  which  it  is  buying  mortgages,  and  if  any  material  dis- 
crepancy appears  upon  the  face  of  the  presented  record,  it  would  be 
apparent  to  the  committee  on  appraisements  of  the  original  land  banks. 
Assimiing  that  the  mortgage  with  the  attendant  record  as  presented 
to  the  regional  land  bank  was  satisfactorv,  they  would  in  turn  fill 
out  a  certain  certificate  and  present  it  at  Washington,  where  it  would 
be  ministerially  examined,  properly  verified,  and  a  certificate  per- 
mitting the  regional  bank  to  issue  land  mortgage  debentures  against 
a  series  of  mortgages  that  had  been  submitted  and  properly  certified 
would  be  issued  by  the  Federal  bureau. 

Now,  a  question  was  asked  me  before  whether  or  not  the  mortgages 
of  a  single  State  should  represent  a  particular  series.  I  do  not  think 
we  completed  that — whether  the  mortgages  of  a  single  State  should 
form  a  segi'egated  hypothication  for  land  debentures.  Is  not  that 
the  idea? 

Mr.  Platt.  That  is  about  it;  yes. 

Mr.  Morris.  In  the  beginning  I  am  inclined  to  believe  this  would 
be  best,  certainly  more  conservative.  I  am  not  prepared  to  say,  how- 
ever, to  what  extent  their  marketability  would  oe  affected  by  such  a 
segregation.  In  other  words,  I  can  foresee  where  the  market  price 
of  land  debentures  emanating  from  one  State  might  be  different  from 
those  emanating  from  another  State. 

Mr.  Platt.  Would  not  that  be  a  very  good  thing?  Would  not  that 
be  just  the  thing:  that  would  put  pressure  on  the  legislature  of  that 
State  to  change  its  laws,  for  instance  ? 

Mr.  Morris.  It  would,  provided  the  laws  were  the  things  affecting 
the  market  value  and  not  the  land. 

Senator  Weeks.  Mr.  Morris,  would  not  that  be  almost  certainly 
the  ca.se ;  necessarily  in  a  developing  section  of  the  country  rates  of 
interest  must  be  higher  than  in  the  older  section  ? 

Mr.  Morris.  There  is  no  doubt  about  that.  My  own  view  of  the 
statistics,  as  well  as  the  scientific  view  upon  the  varying  interest  rates, 
is  that  you  are  bound  to  have  differences  in  the  interest  rates  which 
will  of  course  affect  the  marketability  of  the  bonds,  and  therefore  I 
am  inclined  to  believe  certainly  in  the  beginning  it  would  be  better  to 
segregate  the  mortgages  from  one  State  so  that  they  would  be  issued 
in  State  series. 

I  do  not  know  whether  I  am  uniform  in  my  ti'eatment,  since  we 
ilave  digressed  into  various  phases  of  it,  but  I  think  I  had  not  quite 
finished  the  di.scussion  of  the  plan  by  failing  to  refer  to  the  unit 
banks.  Of  course,  if  the  regional  land  banks  are  provided,  they 
;>tould  be  banks  of  debenture  issue.  The  unit  bank  would  be  the  local 
institution.  That  should  be  run  very  economically  and  their  busi- 
tiess  would  be  to  issue  the  original  mortgage. 

Under  such  a  plan  the  practical  question  that  first  presents  itself 
i.c  exactly  where  the  local  unit  bank  is  going  to  make  its  money  and 
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where  the  regional  bank  is  going  to  make  its  return.  After  examin- 
ing some  of  the  excellent  information  that  has  been  presented  before 
this  committee,  I  am  frank  to  admit  it  is  a  very  difficult  cjuestion. 
1  am  going  to  presume,  however,  to  give  you  my  conclusioa*  for 
what  you  might  think  they  were  worth.  Let  me,  firstly,  say  dont 
try  to  give  the  farmer  too  cheap  money.  If  you  do,  you  will  en- 
deavor theoretically  to  accomplish  an  impracticable  object  or  i-e^ult 
Secondly,  do  not  divorce  the  price  of  money  from  the  laws  of  eco- 
nomics. In  many  foreign  countries,  for  example,  we  have  no  usurt 
laws.  The  price  of  money  is  regulated  by  its  supply  and  demani 
The  price  of  money  to-day  in  other  marts  of  finance,  even  in  this 
coimtryj  is  largely  regulated  by  supply  and  demand.  Therefore 
any  legislation  enabling  a  proper  system  of  mortgage  credits  mii^ 
be  sufficiently  flexible  and  elastic  to  conform  to  the  Taws  of  economics 
respecting  the  laws  of  supply  and  demand,  with  the  incident  cost 
of  the  money.  Otherwise,  I  believe  the  system  would  be  sufficiently 
unscientific  as  to  inherently  be  limited  in  its  development. 

Now,  how  are  we  going  to  do  this?  To  be  concrete  and  practical, 
in  my  opinion,  there  should  be  a  commission  paid  by  the  larnier  to 
the  unit  bank.  A  maximum  should  be  placed  on  that  commissioD. 
Of  course,  the  farmer  will  have  to  pay  the  necessary  disbursements. 
I  mean  by  that  the  examination  tees  and  the  recording  fees  and 
similar  expenses'.  It  will  be  entirely  up  to  the  States  to  get  together 
and  minimize  those  local  expenses  by  passing  the  proper  laws.  I 
believe  a  local  bank  can  rajike  enough  out  of  a  commission  to  mike 
the  matter  sufficiently  profitable  to  attract  capital. 

As  a  lawyer  who  has  come  in  contact  with  mortgage  loans,  never 
charging  a  commission  of  more  than  2  per  cent,  and  who  has  alwayi 
found  it  has  been  a  lucrative  department  of  a  law  practice,  I  !»• 
lieve  in  large  quantities  it  can  be  gotten  down  perhaps  as  low  as  1 
or  perhaps  a  maximum  of  2  per  cent.  These  are  details  that  I  aa 
reluctant  to  place  a  final  limit  on  without  a  little  more  detailed  a^ 
sideration  oi  their  requirements;  but  we  will  assume,  for  the  mo- 
ment, that  a  commission  not  exceeding  2  per  cent  and  disbursem«itl 
is  charged  by  the  local  or  unit  bank.  Then  the  difference  in  rate  of 
interest  on  the  mortgage  and  the  rate  on  the  debentures  would  ba 
the  profit  to  the  regional  bank.  I  am  not  opposed  to  the  Mosi* 
Fletcher  provision  that  this  difference  should  be  limited  to  1  per 
cent.  I  believe  that  1  per  cent  would  in  all  probability  be  a  fair 
maximum. 

In  considering  this,  a  very  practical  question  has  presented  itadi 
to  me,  as  to  what  kind  of  provision  should  be  imposed  to  take  can 
of  the  maximum  difference  between  the  original  mortgage  and  tln 
debentures  and  the  state  of  market  or  market  price  that  may  or  maf 
not  limit  the  sale  of  those  debentures.  For  example,  supper  i 
farmer  desired  a  mortgage  from  a  unit  bank,  but  by  reason  of  ' " 
abnormal  condition  or  other  conditions  of  the  money  market  ei 
of  the  locality  in  which  the  regional  bank  disposes  of  its  debeni 
or  even  of  a  broader  character,  the  sale  of  land  mortgage  del)enti 
for  the  time  being  was  very  slow  and  the  regional  bank  said  to 
unit  bank  by  law  we  can  not  issue  any  discount  on  those  mort«  ^ 
we  are  limited  to  1  per  cent,  and  we  have  foimd  it  impracticable  i 
the  last  30  or  60  days  to  dispose  of  those  debentures  readily, 
fact,  in  order  to  keep  our  funds  satisfactorily  located,  we  have 
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sell  some  of  our  debentures  at  a  loss,  at  98,  for  example,  and  there- 

'e  we  can  not  accommodate  you. 

^^ereupon,  the  farmer  would  be  willing,  perhaps,  to  stand  the  2 

•  cent  discount,  it  being  only  a  single  instance.  How  could  the 
^  be  arranged  so  as  to  provide  for  that,  to  flexibly  arrange  for  the 
'€  of  those  debentures,  and,  at  the  same  time,  impose  proper  limita- 
ns  so  that  the  farmers  could  not  be  taken  advantage  of?  I  believe 
i  only  way  to  do  it  is  to  insert  a  provision  that  would  enable  the 
^onal  banks  to  discount  the  mortgage  to  the  unit  bank  (it  is  in 
ect  to  the  farmer)  at  a  discount  that  would  preserve  the  equili- 
.um  between  the  market  discount  required  for  the  marketability 
the  debentures.  If  some  such  provision  is  permitted,  it  will  always 
7e  the  farmer  a  right,  in  lieu  tnereof ,  to  receive  from  the  regional 
ok  debentures  equal  to  the  mortgage. 

Mt.  Jones.  He  can  market  them  himself,  then,  if  he  can  find  the 

rket? 

Hr.  Morris.  If  he  can  find  the  market,  let  him  market  them  him- 

f.    In  other  words,  if  a  farmer  had  a  $100,000  mortgage  and  the 

^onal  bank  says  it  won't  handle  that  mortgage  above  95,  and  the 

7  says  the  bank  can  not  do  it,  rather  than  prevent  the  farmer  from 

;ting  *  the  money  on  account  of  the  pressing  condition  of  the 

rket,  let  the  regional  banks  have  the  rignt  to  discount  at  95  or  have 

I  farmer  say,  "Well,  if  you  can  not  do  oetter  than  that  give  me  the 

lentures." 

\St.  Platt.  Is  there  any  advantage  in  trying  to  fix  a  rate  of  in- 

est  on  debentures  at  wmch  they  will  sell  at  par?    Why  not  fix  the 

©of  interest  and  let  them  take  their  course  in  the  market  and  sell 

*  just  whatever  they  will  sell  for? 

nr.  Morris.  That  is  my  idea,  to  fix  the  rate  of  interest,  and  let  them 
I  at  the  market.  But  the  present  bill  says  that  the  difference  can 
ly  be  1  per  cent  and  that  they  must  be  discounted  at  par.  1  am 
•aid  that  may  choke  the  farmer  temporarily. 
Mr.  Platt.  That  is  the  average  plan  with  all  the  municipal  bonds, 
it  they  fix  the  rate  of  interejS.  But  is  there  any  advantage  ?  Ii 
[  per  cent  bond  sells  at  90,  why  not  let  it  sell  at  90?  You  get  just 
much  out  of  it,  ultimately,  as  if  it  was  a  5  per  cent  bond  that  sold 

Er? 
'.  Morris.  I  agree  with  you  there  ought  not  to  be  any  limit  on 
s  price  at  which  the  bond  should  be  discounted  or  sold ;  that  you 
Mud  have  to  submit  to  the  market  conditions.  And  they  will 
xrays  be  like  that  So  that  if  a  regional  bank  for  any  reason  is 
tonpting  to  take  advantage  of  the  unit  bank,  the  farmer  could 
'right  in  and  put  a  check  on  it  and  say,  "  Give  me  my  debentures 
the  par  value  of  the  mortgage." 

Mr.  Platt.  As  a  matter  of  fact,  I  understand  farm-mortgage 
bentures  in  Europe  do  not  sell  at  par  a  good  deal  of  the  time,  but 
ve  been  sold  around  90. 

lir.  Morris.  Oh^  no;  they  sometimes  sell  below  90  and  sometimes 
jy  sell  at  a  premium,  and  that  is  going  to  be  the  idea  over  here.  It 
uld  be  entirely  dependent  on  market  conditions. 
Ifr.  Baosdale.  Then,  your  idea  is  no  matter  how  exacting  condi- 
QS  might  be  at  the  time  these  mortgages  are  placed  with  the 
lional  bank,  that  under  no  condition  Siould  the  Government  ex- 
d  any  aid! 
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Mr.  MosRis.  The  only  thing  I  have  been  able  to  work  out  i 
spect  to  Government  aid  is  that  the  Grovemment  mi^ht  consid 
ously  subscribing  25  to  50  per  cent  of  the  capital  of  the  i 
lana  banks. 

Mr.  Bagsdale.  That  is  the  limit  as  far  as  you  think  the  ( 
ment  should  go? 

Mr.  Morris.  Yes,  sir. 

Mr.  Ragsdale.  That  is,  the  long-time  securities  of  mortgages 
be  the  only  class  of  secuiiUes  that  should  be  tabooed  in  so 
assistance  on  the  part  of  the  Government  is  concerned? 

Mr.  Morris.  Well,  now,  when  you  ask  that  question,  when  ; 
it  is  the  only  class  that  should  be  tabooed,  give  me  the  relati 
is  in  your  mind. 

Mr.  Ragsdale.  I  merely  say  in  relation  to  the  banking  a 
rency  bill,  all  other  bonds  may  be  admitted  into  the  United 
Treasury  from  the  regional  banks,  as  I  understand  it,  and  tl 
eral  Treasury  notes  issued  against  them. 
^  Mr.  Morris.  You  mean  certain  limited  commercial  paper  i 
like,  and  notes  issued  a^inst  that? 

Mr.  RAGSDAiiE.  I  think  all  kinds  other  than  long-time  fan 
are  comprehended  iq  it,  are  they  not? 

Mr.  Morris.  Not  all  kinds. 

Mr.  Ragsdai^.  What  other  loans  are  not? 

Mr.  Morris.  My  recollection  of  the  bill 

Mr.  Platt  (interposing).  You  are  talking  about  notes;  not 

Mr.  Ragsdale.  No  notes  secured  by  bonds  may  be? 

Mr.  Morris.  My  recollection  with  respect  to  bonds  is  only 
limited  schedule  of  them  are  used  and  then  only  for  specific  pi 

Mr.  Weaver.  You  do  not  claim  that  they  issue  currency  on 
do  you,  Mr.  Ragsdale  ? 

Mr.  Ragsdale.  I  understand  that  the  regional  banks  may  p 
bonds ;  yes. 

Mr.  Flatt.  The  United  States  bonds? 

Mr.  Ragsdale.  Yes. 

Mr.  Platt.  From  these  other  national  banks? 

Mr.  Ragsdale.  Yes. 

Mr.  Platt.  It  has  not  anything  to  do  with  this  question. 

Senator  Weeks.  I  think  what  Representative  Ragsdale 
mind  is  whether  mortgages  of  this  kind  are  being  di55crir 
against  as  compared  with  other  forms  and  securities  with  wl 
recent  law  deals.  Now,  T  think  he  will  find  when  he  looks  ' 
that  no  collateral  loan  would  be  rediscounted  by  the  regions 
That  was  especially  provided  for — ^to  provide  for  commercia 
that  the  only  rediscounts  that  can  be  made  by  the  regionm! 
are  rediscounts  of  commercial  paper  of  a  stipulated  charact 
I  do  not  understand  that  the  regional  banks  can  invest  in  an 
bonds  than  bonds  of  a  public  character. 

Mr.  Morris.  Only  certain  bonds  to  cover  a  certain  amount  < 
cash  reserve;  but  they  can  not  issue  Federal  notes  on  anj 
counted  bonds.    I  do  not  know  of  any. 

Mr.  Jones.  I  can  clear  up  that  situation. 

Senator  Weeks.  I  think  you  will  find  that  is  true. 

Mr.  Jones.  The  only  bonds  the  regional  banks  can  pardi 
Government  bonds,  and  that  provision  was  put  in  there  so  tib 
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id  purchase  Government  bonds  and  issue  currency  against  them 

)revent  a  too  rapid  contraction  of  the  national-bank  currency  in 

I  the  national  banks  decided  not  to  come  into  the  ^stem  and  be- 
to  retire,  which  would  contract  the  currency.    That  provision 

1  put  in  there  at  the  request  of  the  banks,  and  I  at  that  tune  hap- 

ed  to  be  the  spokesman  of  the  bank  who  asked  that  amendment. 

Fas  put  in  there  for  the  purpose  of  not  only  preventing  the  con- 
lion  of  the  currency,  but  to  maintain  the  market  value  of  the  2 

cent  bonds,  so  that  the  regional  banks  might  purchase  those  bonds 
issue  currency  against  them.    But  they  have  not  the  right  to 

chase  any  other  bonds. 

[r.  Ragsdai^.  Under  what  condition,  then,  may  the  industrial  and 

road  bonds  be  used  by  the  national  bank  as  security  to  the  regional 

ks? 

[r.  Morris.  They  can  not  be  used  for  rediscount  purposes. 

[r.  Ragsdale.  As  security  for  currency? 

[r.  Morris.  No,  sir. 

enator  Weeks.  Oh,  no ;  that  can  not  be  done,  Mr.  Ragsdale. 

[r.  Morris.  The  way  to  get  around  it,  a  national  bank  could  take 

)te  and  treat  it  as  a  commercial  note  regardless  of  whether  it  is  a 

road  security  or  not,  and  then  attach  its  own  note,  with  its  own 

)rsement,  and  rediscount  that  conmiercial  paper,  but  that  has  ab- 

tely  no  relation  to  the  collateral  security  accompanying  it. 

[r.  Kagsdale.  Theoretically  it  has  not. 

[r.  Morris.  Actually. 

[r.  Platt.  They  could  do  the  same  thing  with  a  note  secured  by 

tgages. 

T.  Ragsdai^.  No;  I  think  the  law  prohibits  a  mortgage  maturing 

•  five  years. 

T.  Platt.  No. 

[r.  Morris.  It  has  nothing  to  do  with  the  rediscount.     Of  course 

one  maturing  over  six  months  would  come  within  the  limitation ; 

it  says  national  banks  can  lend  money  on  farm  notes  provided 

'  did  not  mature  over  five  years. 

>.  Ragsdale.  But  it  can  not  get  into  the  regional  banks  unless  it 
into  the  national  banks. 

x.  Morris.  That  is  true. 

x.  Ragsdale.  And  therefore  they  have  provided  no  way  for  them 

et  into  the  system ;  and  as  I  understand,  there  is  no  way  for  them 

;et  in  a  farm  note  of  any  kind  having  maturity  over  five  years 

Q  date. 

[r.  Jones.  In  the  regional  banks? 

[r.  Ragsdale.  In  the  regional  bank  there  is  no  way  to  get  paper 

dat  matures  over  five  years. 

[r.  Morris.  No  national  bank  can  make  a  farm  mortgage  for  more 

1  five  years. 

J.  Ragsdale.  Therefore  if  it  can  not  pass  that  bank  it  can  not  get 

the  regional  banks. 

jr.  Pi^TT.  It  can  not  get  into  the  regional  bank  anyway  if  it  runs 

more  than  six  months. 

r.  Ragsdale.  It  can  by  way  of  collateral  to  a  bank's  note,  as  I 

irstand  it. 

r.  MoBatA.  No;  it  could  not. 
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Mr.  Ragsdale.  It  is  a  difference  of  construction.  I  will  study 
again  and  see  if  I  am  mistaken.  I  may  be.  That  is  one  of  the  t 
I  fought  for  and  hoped  that  it  had  been  provided. 

Mr.  Morris.  Your  idea  is  a  bank  can  put  up  its  own  note,  a( 
panied  by  a  mortgage  note,  expiring  over  six  months? 

Mr.  Ragsdale.  Under  certain  conditions. 

Mr.  Morris.  No,  never.  That  would  destroy  the  limitati(»  o 
six  months. 

Mr.  Ragsdale.  Oh,  no ;  that  is  not  by  way  of  a  rediscount  note 
can  not  rediscount  a  paper  for  over  six  months. 

Mr.  Morris.  That  is  the  only  way  it  would  get  to  the  reg 
bank. 

Mr.  Ragsdale.  All  ri^ht;  I  will  look  it  up  this  afternoon,  a 
think  I  can  show  you  the  section  under  which  1  form  my  opi 
anyhow. 

Mr.  Morris.  I  may  be  wrong  about  it ;  that  is  just  my  impres 

Mr.  Jones.  You  spoke  of  the,  capital  of  the  regional  banks  I 
open  to  popular  subscription  and  the  Government  taking  a  ce 
part.  How  would  the  balance  of  the  capital  be  made  up?  Hac 
considered  whether  the  unit  banks  would  take  a  portion  of  the  ca 
of  the  regional  banks? 

Mr.  Morris.  I  think  a  provision  should  be  in  the  act  requirin 
unit  banks  to  take  a  mmimum  percentage  of  the  regional  b 
capital 

Mr.  Jones.  You  would  then  prevent  unit  banks  from  oper 
unless  they  are  those  federated  with  the  regional  bank? 

Mr.  Morris.  Absolutely. 

Mr.  Platt.  Mr.  Morris,  on  the  point  you  were  speaking  a 
ago,  about  selling  at  par  value  and  the  rate  of  interest,  how  woi 
do  to  fix  the  rate  of  interest  on  all  farm  debentures,  say,  at  5  per 

Mr.  Morris.  Make  it  uniform? 

Mr.  Platt.  Make  it  uniform  and  let  them  take  their  course  i 
market.  Then  in  one  State  they  would  sell  at  par,  in  anothei 
haps  at  90,  and  then  in  another  perhaps  at  80.  What  harm  i 
that  do?  Wouldn't  it  be  better  than  to  fix  a  rate  of  interest  f< 
different  States? 

Mr.  Morris.  I  do  not  think  it  would  be  better ;  I  think  you  d 
let  the  rate  be  fixed  according  to  the  market  conditions- 
Mr.  Platt.  Why? 

Mr.  Morris.  I  can  see  some  very  good  reasons  for  it;  but  in  tl 
ginning  I  doubt  the  feasibility  of  it,  for  this  reason:  Suppos 
had  a  uniform  rate  in  some  localities  and  then  you  would  lim 
regional  bank  to  its  1  per  cent.  The  conditions  of  money  m 
such  that  it  is  unreasonably  cheap  or  unreasonably  high  in  a 
ticular  State  or  in  a  particular  locality  whence  the  original  mor 
emanates.  If  it  is  unreasonably  low  it  has  a  fictitious  value, 
low  will  say,  where  he  takes  a  $100  mortgage  or  $100,000  morl 
drawing  interest  at  5  per  cent,  say  in  Louisiana  or  Washinetoi 
it  can  not  be  sold  at  more  than  50 ;  I  am  afraid  that  it  wonldaff 
Financially  I  can  see  where  it  would  be  in  the  long  run  the 
thing  if  you  made  it  uniform  and  let  the  value  of  uie  bond  \ 
pendent  on  the  market. 

Mr.  Platt.  Would  not  it  be  a  good  deal  less  confusing?  Fi 
stance,  have  an  issue  of  bonds  for  the  State  of  Texas,  beaiini 
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laps  8  or  9  per  cent,  and  an  issue  in  the  State  of  New  York  bearing 
tor  4i  or  5  per  cent? 
Mr.  Morris.  Yes. 

Mr.  Platt.  Now,  for  the  varying  States  you  have  varying  rates 
»f  interest  on  your  bonds? 
Mr.  Morris.  Yes. 

Mr.  Platt.  In  your  effort  to  make  them  all  sell  for  par,  they 
'ould  not  sell  for  par  anyway. 
Mr.  Morris.  Not  positively. 

Mr.  Platt.  If  they  did  put  a  uniform  rate  of  interest  on  them, 
len  you  could  absolutely  measure  the  difference  between  the  values, 
r  the  market  value,  without  having  to  consider  anything  else. 
Mr.  Morris.  I  say  that  is  true  from  a  purely  theoretical  or  scientific 
ewpoint;  and  whether  or  not  it  woind  be  possible  to  do  that,  it 
curs  to  me  assuming  a  great  deal.  For  instance,  it  has  not  been 
e  history  of  other  securities;  and  when  you  start  a  new  system  of 
aance,  is  it  not  more  conservative .  to  be  guided  by  the  precedent 
Pered  you  by  past  experience  than  to  start  and  make  innovations? 
on  might  use  the  same  argument  with  municipal  bonds.  Why  are 
>t  they  the  same  rate ?  "Wny  do  not  the  railroads  issue  bonds  with 
.esame  rate? 

Mr.  Platt.  Bailroads  nowadays  do  not  try  to  sell  at  par. 
Mr.  Morris.  I  concur  in  your  former  statement  that  the  price  at 
hich  these  land-mortgage  debentures  will  be  sold  will  depend  en- 
rdy  upon  the  market. 

Mr.  ftiATT.  Do  you  think  it  will  be  possible,  in  case  they  are  certi- 
ad  by  a  bureau  in  the  Federal  Eeserve  Board,  to  have  them  listed 
■newhere  where  they  would' have  a  regular  market? 
Mr.  Morris.  I  think  eventually  they  would  be  listed ;  I  certainly  do. 
Mr.  Platt.  Would  the  New  York  Stock  Exchange  or  some  other 
XKk  exchange  list  them  ? 

Mr.  Morris.  I  do  not  know  about  the  possibility  in  the  beginning. 
liat  is  a  question  of  business  judgment.    I  am  inclined  to  think 
^  perhaps  the  sooner  listed  the  better  it  would  be. 
Mr.  Jones.  They  are  all  listed  abroad  ? 
Mr.  Morris.  Yes ;  they  are  all  listed  abroad. 

Mr.  Jones.  That  protects  the  farmer  from  being  taken  advantage 
I,  because  he  knows  what  the  market  it  ? 
Mr.  Morris.  I  am  in  favor  of  their  being  listed. 
[Mr.  Platt.  I  should  think  they  would  have  to  be  listed  in  order 
»t  a  ready  market  value  ? 
fir.  Morris.  To  give  a  stable  and  ready  value. 
Alter  the  unit  banks  are  organized,  as  I  stated,  then  the  question 
Government  aid  is  a  very  difficult  question,  and  I  would  approach 
(subject  with  a  great  deal  of  reticence.     I  am  in  principle  opposed 
a  government  subsidizing  any  industry  or  financial  undertaking 
ffais  or  other  character.     At  the  same  time,  if  the  opinion  of  the 
Rimittee  is  that  the  Government  should  aid  this  undertaking,  it 
fears  to  me  the  most  practical  avenue  for  their  aid  is  to  take  a 
Istantial  part — ^not  less  than  25  and  perhaps  not  more  than  50  per 
lit — of  the  capital  of  the  regional  banks,  because  I  think  they  ought 
be  of  substantial  size  and  strength. 

Mr.  Platt.  Do  you  think  it  would  be  more  difficult  to  raise  the 
pital  for  the  r^ional  banks  than  it  would  be  for  the  unit  banks? 
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*:  Mr.  MoBRis.  I  do  not  think  there  would  be  any  serious  di£ 
raising  the  capital  for  the  local  banks,  because  they  will  not  hi 
be  exceptionally  large;  but  I  think  for  the  local  banks  as 
local  capital  as  is  available  ou^ht  to  be  obtained  on  accoimt  of 
management.  However,  there  is  no  fundamental  reason  in  my 
why  the  Government,  if  it  should  prefer,  should  not  take  a  pi 
the  local  capital,  or  if  they  should  prefer  to  take  a  part  o 
regional  capital ;  and  should  it  develop  it  is  harder  to  raise  ca 
for  the  local  bank  than  the  regional  bank,  why,  they  shoulc 
subscribe  locally  as  distinguished  from  regionally.  I  think  tl 
more  a  question  of  the  necessity  of  the  hour,  and  the  act  ms 
drawn  to  give  the  Government  the  right  to  do  either  or  both. 

Mr.  Platt.  If  the  locals  are  required  to  subscribe,  say,  1( 
cent  of  the  capital  of  the  regional,  would  not  that  fumist 
capital  ? 

Mr.  Morris.  No  ;  I  do  not  think  it  would. 

Mr.  BuLKLEY.  Mr.  Morris,  when  you  say  you  think  capital  \ 
be  readily  subscribed  for  local  banks,  you  mean  assuming  that 
are  federated  into  State  regional  systems,  don't  you  ? 

Mr.  Morris.  Oh,  yes. 

Mr.  BuiiKLEY.  What  do  you  think  about  subscriptions  U 
capital  of  the  local  bank  as  provided  in  the  Moss  bill  withou 
federation? 

Mr.  Morris.  I  think  that  would  depend  entirely  upon  the 
sonal  equation  behind  it. 

Mr.  BuiiKLEY.  Speaking  generally,  over  the  whole  country 
you  think  we  could  count  on  that  ? 

Mr.  Morris.  I  doubt  it  very  seriously;  but  I  think  even  i 
were  to  get  the  capital  I  believe  the  development  of  the  whole  t 
taking  would  be  largely  minimized  by  the  failure  to  sell  the  c 
tures  of  those  little  banks.  In  fact,  I  might  here  state  that 
opposed  to  any  bank  as  small  as  that  permitted  by  the  Moss-Fl 
bill.  I  do  not  think  they  ought  to  be  any  different  from  the 
mum  capital  required  of  national  banks — $25,000 — and  I  thi 
that  connection,  also,  that  the  number  of  these  banks  that  are  al 
to  be  chartered  under  this  act  should  be  subject  to  the  discret 
this  Federal  bureau,  so  that  there  would  not  be  too  many. 

Mr.  BnLKLEY.  What  do  you  mean  by  too  many  ? 

Mr.  Morris.  I  think  there  can  be  too  many. 

Mr.  BuLKLEY.  What  is  your  test  ? 

Mr.  Morris.  The  test  is  the  business  would  be  cut  up  so  tl 
one  of  them  could  make  a  good  thing  out  of  it.  Just  like  i 
the  Comptroller  of  the  Currency  will  not  allow  a  national  ht 
be  chartered  in  a  community  if  the  comptroller  says  he  thinks 
are  enough  banks  already  established  to  afford  facilities  fi 
people  of  that  community.  As  Burke  says,  "in  unicm  Hi 
strength."  If  you  get  too  many  banks  in  a  community,  unqm 
ably,  I  think,  it  is  a  bad  policy. 

Mr.  Platt.  You  do  not  think  those  little  banks  could  be  < 
ized  and  run  as  building  associations  are,  simply  by  opening  a 
on  a  second  floor  and  keeping  open  once  a  week  or  sometEiB 
that? 

Mr.  Morris.  I  do  not.  I  think  they  must  be  run  very  ecc 
cally,  and  I  think,  as  I  stated  in  my  earlier  testimony — I  ( 
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w  whether  you  were  here — they  can  not  be  run  as  building  and 
associations  The  most  successful  building  and  loan  asso- 
lons  now  have  ground-floor  headquarters,  and  are  open  mighty 
•  every  day  in  the  week;  but,  as  compared  to  these  institutions, 
lieve  they  can  be  run  with  similar  minimum  expense;  but  I  doubt 
possibility — like  some  building  and  loan  associations  are  run  in 
timore,  for  example,  of  having  them  open  on  Saturday  night 
keeping  open  for  two  or  three  nours. 

[r.  Itatt.  That  is  the  way  they  are  run  in  my  home  town.  They 
n  onoe  or  twice  a  month,  I  think;  and  we  have  one  with  assets 
>ver  $1,000,000. 

[r.  Morris.  Where  is  that,  may  I  ask?  I  think  it  depends  on  the 
munities. 

[r.  Platt*  Poughkeepsie.  I  think  it  has  lately,  however,  taken 
office  on  the  ground  floor  and  keeps  open  most  of  the  week. 
[r.  Morris.  Poughkeepsie  is  a  larger  city  than  Norfolk,  Va.,  and 
ly  knowledge,  fiur  or  five  or  six  building  and  loan  associations 
it  in  Norfolk,  Va.,  have  ground  headquarters  and  keep  open 
y  day  in  the  week,  and  loan,  each,  over  a  million  dollars  per 
um. 

ir.  Platt.  They  have  not  a  savings  bank  with  $15,000,000  along 
of  them  ? 

T.  Morris.  No;  they  have  not. 

T.  Platt.  You  think  these  will  have  to  be  real  banks,  then,  with 
dng  quarters? 

T.  Morris.  I  do  not  think  they  ought  to  be  expensive  institutions 
11 ;  I  think  they'  can  be  run  very  similar  to  the  industrial  banks. 
ir.  Jones.  Mr.  Morris,  would  you  limit  the  amount  of  bonds  that 
regional  bank  would  issue  in  proportion  to  its  own  capital  ? 
or.  Morris.  In  proportion  to  its  own  capital? 
[r.  JoNBS.  Yes;  or  would  that  be  based  on  the  amount  of  the 
rugate  securities  from  the  collective  banks? 
\t.  Morris.  I  think  the  amount  of  the  mortgages  from  the  unit 
In  riiould  be  limited. 
[r.  Jones.  And  float  their  bonds  on  them  to  the  extent  of  fifteen 


t.  Morris.  Fifteen  times  is  pretty  good. 

[r.  Jones.  Now,  my  opinion  is,  unless  you  put  up  a  capital  in 
same  ratio  in  the  regional  bank,  the  regional  oank  is  not  going  to 
.ble  to  float  the  bonds, 
[r.  Morris.  That  may  be  true. 

\r.  Jones.  Against  the  aggregate  amount  of  those  collective  se- 
ties? 

[r.  Morris.  No;  I  do  not  think  they  ought  to  be  limited. 
t.   Jones.  They   should  not  be   limited   in   proportion   to   the 
ttal? 

Er.  Morris.  No. 

t.  Jones.  The  minority  in  making  its  report  left  blank  whether 
r  should  limit  the  amount  or  not,  realizing  there  was  a  scientific 
Illation  that  had  to  be  made. 

r.  PiiATT.  In  the  State  bank ;  not  the  regional  bank. 
r.  Morris.  Any  limit  would  have  to  be  one  established  in  a  prac- 
scientific  proportion  so  that  the  practical  accomplishment  would 
be  impeded.    Of  course,  I  do  not  think  one  can  ever  make  a 
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mistake  by  putting  some  maximum  on  a  banking  institution's  lit- 
bilities,  but  it  will  nave  to  be  very  elastic. 

Mr.  Platt.  The  aggregate  of  the  collective  securities  received  bj 
unit  banks  would  be  the  basis  of  the  limit  in  your  mind,  then? 

Mr.  Morris.  That  is  right. 

Mr.  Platt.  And  the  amount  of  bonds  that  the  regional  could 
issue? 

Mr.  Morris.  Of  the  amount  of  bonds  that  the  regional  could 
issue ;  that  is  correct. 

Now,  I  would  do  this :  I  want  to  get  this  clear  in  your  mind,  thit 

1  think  that  the  outstanding  amount  at  any  one  time  should  have  i 
scientific  table  of  limitation  put  upon  it. 

Mr.  Platt.  Would  not  that  automatically  be  regulated? 

Mr.  Morris.  It  would,  of  course,  by  the  resources  and  their  facili- 
ties for  selling  their  debentures. 

Mr.  Platt.  By  the  amount  the  unit  banks  would  send  in  ? 

Mr.  Morris.  That  is  true ;  and  the  limitation  imposed  on  the  unit 
banks. 

Mr.  Platt.  At  the  same  time  you  would  furnish  the  regional  btid^ 
with  some  additional  capital? 

Mr.  Morris.  Its  corporate  capital,  which  should  have  a  minimiai 
sufficiently  large  for  the  purpose. 

Mr.  Platt.  i  es ;  and  the  regional  is  going  to  make  all  the  diier- 
enoe  between  the  interest  rate  of  the  mortgage  and  the  interest  Ik 
bond  pays.  Won't  the  regional  bank  have  a  great  deal  more  chinoe 
to  make  a  profit  than  the  individual  banks? 

Mr.  Morris.  No;  because  I  believe  the  present  bill  limits  it  to  1 
per  cent;  they  are  issued  on  a  1  per  cent  basis.  That  is  the  present 
bill.  And  I  believe  that  amount  sufficient.  In  other  words,  the 
amount  of  gross  profits  of  the  regional  bank  would  largely  be  limited 
to  1  per  cent  of  the  face  value  of  the  mortgages  discounted,  and  the 
local  banks  can  get  2  per  cent  commission ;  and  I  believe  you  will  find 

2  per  cent  is  about  a  fair  commission. 

Mr.  Platt.  You  would  limit  the  banks  entirely  to  a  mortgage  bosi- 
ness  or  allow  them  to  take  some  deposits? 

Mr.  Morris.  I  would  limit  them  entirely  to  a  mortgage  busineai; 
certainly  at  the  beginning. 

Mr.  Platt.  Both  State  and  local  ? 

Mr.  Morris.  Yes,  sir.  I  gave  extended  reasons  in  the  earlier  pert 
of  my  statement  why  that  should  be. 

Now,  I  have  just  attempted  to  give  a  brief  outline  of  the  svsUii 
of  rural  credits  through  a  national  bureau,  regional  banks,  and  mil 
banks,  having  in  mind  to  carry  out  a  system  that  would  be  reasonahlf 
analogous  to  the  Federal  reserve  system.  As  to  who  shall  constitali 
that  Federal  Reserve  Board  and  what  present  employees  of  the  G«t« 
ernment's  official  outfit  should  be  ex-officio  memoers,  I  believe  thi 
committee  could  determine  that  better  than  I  could  suggest.  Bat  I 
have  in  mind  it  should  be  linked  up  very  stronglv,  similar  to  Ihi 
Federal  Reserve  Board,  so  that  the  Government  will  have  a  p  ^ 
part  to  say  in  it,  a  very  strong  say — not  the  control  of  it. 

Before  leaving  this  subject,  however,  I  think  I  should  call  alW 
tion  to  the  fact  that  to  my  mind  the  Government  is  not  going  to  co*- 
plete  its  obligations  to  the  American  people  and  satis^  compMlj^ 
its  party  pledge  if  they  confine  their  entire  efforts  to  bwking  {ac3h 
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or  men  of  commerce  and  for  the  farmers  and  leave  out  the  labor- 
nan.     I  think  it  should  be  considered  just  as  important,  even 

so,  to  provide  in  this  act,  in  addition  to  long-time  mortgage 
;,  a  provision  that  will  enable  the  man  in  the  city  who  is  to-day 
3ut  any  banking  facilities  except  what  the  Morris-plan  banks 

and  the  few  philanthropic  societies  that  are  not  of  any  very 
'  importance.  There  is  one  notable  exception  to  that,  the  Provi- 
Loan  Society  of  New  York,  which  does  entirely  a  pawn  business, 
iig  an  average  loan  of  $33,  and  which  did  a  business  in  1913  oi 
$13,000,000. 

•.  Woods.  What  rate  of  interest  do  they  get  ? 
•.  MoRBis.  One  per  cent  a  month ;  and  I  have  no  doubt  they  do  a 
;  deal  of  good,  although  it  is  limited  to  loans  on  pawns.    And  I 
it  this  act  should  have  a  department  entitled  "  industrial  credits '' 
ndustrial  banks." 

mi^ht  be  interesting  to  this  committee  to  know  that  our  firm 
cms,  Gamett  &  Cotton  have  been  working  on  this  svstem  for 

years.  Three  or  four  years  ago  we  started  the  first  bank  that 
ited  under  the  Morris  plan  in  Iforfolk,  Va.,  with  $20,000  capi- 
The  first  year  we  made  loans  of  about  $60,000,  and  last  year,  in 
>ne  institution,  made  loans  (the  average  amount  of  which  did 
xceed  $100)  of  more  than  a  million  of  ooUars. 
aator  Weeks.  Now,  tell  the  committee  just  exactly  how  you  did 
business,  Mr.  Morris  ? 

*.  MoBRis.  I  will  come  to  that  in  a  minute,  but  I  want  to  explain, 
that  since  that  time  the  Fidelity  Corporation  of  America,  which 
)rganized  for  the  purposes  of  developing  these  banks  throughout 
^untry,  has  organized  and  have  to-day  in  operation  14  or  15 
s.  These  banks  last  year  did  an  aggregate  business  of  between 
0,000  and  $5,000,000,  and  are  loaning  to-day  about  half  a  million 
•nth.  The  average  statistical  amount  loaned,  or  the  amount  of 
verage  loan  from  our  statistics,  is  $100.  The  banks  are  making 
derate  dividend,  running  anywhere  from  8  to  10  per  cent  on  the 
al  employed,  and  the  older  ones  even  a  little  better  than  that; 
their  losses  have  been  less  than  a  tenth  of  1  per  cent.  They  have 
scratched  the  surface.  A  $7,000,000  corporation  has  just  been 
)leted  in  New  York,  having  behind  it  men  from  New  York  and 
•  cities — ^men  that  represent  the  very  best  in  thought  and  in 
icter  in  this  country — in  order  that  these  banks  might  be  multi- 

and  started  wherever  they  are  needed,  so  that  the  industrial 
Bs  might  have  an  incentive  to  save  their  mone.y  in  these  banks 
at  the  same  time  be  offered  proper  credit  facilities  consistent 
their  earning  power  and  character. 
•.  Woods.  What  rate  of  interest  do  you  pay  on  deposits  ? 
•.  Morris.  In  most  of  the  States  we  take  no  regular  deposits,  as 
1  explain  the  plan  in  a  moment.  We  issue  installment  savings 
icates,  sold  on  a  weekly  plan — what  would  be  analogous  to  a 
[y  deposit — ^bearin^  4  per  cent  and  in  some  instances  5,  and  the 
up  certificates,  which  are  paid  in  multiples  of  $50,  have  paid 

cent,  and  in  a  few  instances  even  6.    The  loans  are  made  at  the 

rate  of  interest  in  the  respective  States,  and  each  borrower  is 
red  to  take  a  savings  certificate  on  which  he  pays  a  stipulated 
nt  weekly  for  52  weeks,  and  which  he  pledges  as  collateral  and 
lich  he  gets  no  interest. 


Digitized  by 


Google 


744  BUBAL  CBEDIT8. 

Mr.  Platt.  It  is  pretty  nearly  the  building  and  loan  association 
plan? 

Mr.  Morris.  It  is  similar  in  a  few  particulars,  but  not  identical 
8taU. 

We  start  a  bank  with  a  corporate  capital  and  then  increase  our  re- 
sources in  a  way  analogous  to  a  bank.  We  issue  two  kinds  of  sayings 
certiiScates.  One  is  known  as  a  paid-up  or  class  B  certificate,  issued 
in  multiples  of  $50,  and  usually  bearing  interest  at  5  per  cent  and  in 
smaller  communities  even  6per  cent,  with  interest  evidenced  by  semi- 
annual coupons  attached.  Those  certificates  are  only  subject  to  three 
conditions:  One,  that  they  are  withdrawable  on  60  days'  notice; 
second,  that  the  bank  reserves  the  right  to  redeem  them  also  on  60 
days'  notice.  The  first  condition,  I  should  say,  is  that  they  can  be 
withdrawn ;  that  the  bank  reserves  the  right  to  require  60  days'  no- 
tice in  the  event  of  withdrawal  and  the  bank  can  retire  them  on  60 
days'  notice  to  the  holder,  if  they  multiply  faster  than  we  have  need 
for  the  funds ;  and  in  case  of  stringency  the  bank  reserves  the  ririit 
to  limit  the  withdrawal  in  any  one  month  to  the  amount  of  weekly 
receipts,  so  that  there  can  not  be  any  run  on  it. 

Senator  Weeks.  You  organize  under  the  laws  of  the  States  ? 

Mr.  Morris.  We  organize  under  the  laws  of  the  States. 

Senator  Weeks.  Under  the  general  law  ? 

Mr.  Morris.  Usually  in  some  States  under  the  banking  law  and  in 
some  under  the  mortgage  loan  and  investment  law  and  in  others  ts 
general  investment  companies. 

Senator  Weeks. The  capital  must  be  paid  in? 

Mr.  Morris.  Capital  must  be  paid  in. 

Mr.  Jones.  Ana  what  j^ou  desire  is  to  have  some  national  legisla- 
tion permitting  the  organization  of  them  ? 

Mr.  Morris.  I  was  going  to  suggest  that  in  a  moment. 

Mr.  Jones.  Independent  from  the  farm-land  bank? 

Mr.  Morris.  No  ;  as  a  part  of  the  bill. 

Mr.  Jones.  You  would  conduct  the  two  banks  in  one? 

Mr.  Morris.  Oh,  no;  you  could  not  do  that;  but  I  would  just  have 
separate  subdivisions  under  the  head  of  "  industrial  banks." 

Mr.  Jones.  I  was  sure  that  was  your  idea,  but  I  just  wanted  to  get 
that  in  the  record. 

Mr.  Morris.  A  great  many  people  can  not  save  in  multiples  of  $50, 
and  for  those  we  issue  a  certificate  known  as  class  C  certificates  on 
which  they  pay  $1  a  week,  and  at  the  end  of  50  weeks  it  is  convertible 
into  a  paid-up  certificate  of  the  first  kind  and  subject  to  withdrawil 
in  cash  with  accrued  interest. 

Now,  if  a  man  wants  to  borrow  money  he  files  application  for  a 
loan  and  we  always  require  that  he  satisfy*  the  cashier  there  is  tn 
economic  necessity  for  the  loan. 

Senator  Weeks.  What  kind  of  a  man  would  you  make  these 
loans  to? 

Mr.  Morris.  I  can  tell  you  of  the  actual  experience.  I  would  sty. 
generally,  that  we  make  loans  to  three  classes — the  small  wage 
earners,  the  little  merchants,  and  the  small  contractors,  the  litue 
fellow  who  needs  anywhere  from  $25  to  a  few  hundred  dollars. 

Senator  Weeks.  You  require  him  to  make  a  financial  statement? 

Mr.  Morris.  I  am  going  to  explain  exactly  what  we  require  him 
to  do. 
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Woods.  What  length  of  time  do  you  give? 
Morris.  We  make  most  of  those  loans  for  one  year.  He  has 
an  application  for  his  loan  and  state  in  his  application  for 
purpose  he  needs  the  money ;  what  he  is  doin^ ;  nis  assets  and 
ies;  to  give  references;  and  to  state  where  he  is  employed  and 
)ng  he  has  had  his  position.  A  detailed  statement  has  been 
1  up  from  a  very  scientific  study  of  the  whole  situation,  as 
3  experience. 

to  go  back  and  answer  a  former  question,  as  to  what  class 
pie  we  make  these  loans  to,  I  will  read  a  few  we  have  loaned 
he  Atlanta  bank:  Clerks  in  railroads,  clerks  in  banks,  clerks 
b  offices,  grocerv  stores,  soda  fountains^  cigar  stands,  painters, 
en,  stenographers,  bookkeepers,  switchmen,  housekeepers, 
ng-house  keepers,  mechanics,  railroad  firemen,  railroad  agents, 
s,  engineers,  insurance  agents,  tailors,  collectors,  dressmakers, 
iphers,  proprietors  of  business,  general  office  managers,  railroad 
;tors,  ladies  maids,  as  well  as  lady  foremen,  dentists,  doctors, 
ers,  subcontractors,  trained  nurses,  car  inspectors,  street  car 
;tors,  cabinetmakers,  instructors,  circulation  managers,  meat 
;,  city  policemen,  manufacturers,  washerwomen,  day  laborers, 
iUers,  confectioners,  bridge  patroUers,  lubricators,  etc. 
itor  Weeks.  Now,  Mr.  Morris,  under  what  condition  would 
an  to  a  person  not  engaged  in  any  commercial  business  and 
as  dependent  on  a  daily  or  weekly  or  monthly  wage? 
Morris.  Take,  for  example,  a  city  policeman.  Will  that  give 
example? 

itor  Weeks.  Yes;  I  think  that  will  answer. 
Morris.  A  policeman  came  to  one  of  the  banks  at  one  time 
mted  to  borrow  $150.  We  told  him  he  would  have  to  make  out 
juired  statement  and  show  he  needed  the  money  and  furnish 
indorsements.  Of  course  you  understand  if  they  own  these 
'  certificates  that  is  all  they  need  to  pledge  as  security,  without 
dorsements.  The  thing  he  said  when  he  started  to  fill  out  the 
ition  was  '^I  am  only  a  common  policeman,  earning  $85  a 
;  I  can  not  give  you  two  names  on  my  note."  We  asked  him 
le  wanted  with  the  money,  and  he  said  he  had  three  children 
ad  been  sick  with  the  diphtheria  and  he  had  just  lost  two  of 
Bind  he  wanted  to  pay  a  doctor  $50,  a  drug  store  and  a  under- 
bill $50,  and  he  owed  a  grocery  bill  of  $50,  in  all  $150.  He 
len  unfortunate  enough  to  have  borrowed  money  from  a  loan 
and  was  paying  10  to  20  per  cent  a  month  to  him. 
itor  Weeks.  Let  me  ask  you :  If  it  had  not  been  a  case  of  per- 
distress  or  family  distress  would  you  have  loaned  him  the 

Morris.  I  will  show  you  in  a  minute  who  we  loaned  it  to, 
at  will  answer  your  question.  We  asked  him  if  he  could  not 
J  other  policemen  to  indorse  his  note,  and  he  said,  yes,  he  could 

the  policemen  be  wanted.  He  got  the  chief  of  police  and  a 
sergeant  and  lieutenant,  so  he  had  perfectly  good  indorsers. 
Ne  found  out  that  the  grocer  would  go  on  his  note  to  the  ex- 
•  his  debt,  provided  his  check  was  sent  direct  for  $50,  and  the 

would  go  on  his  note  to  the  extent  of  his  debt,  and  so  on. 
3ne  of  them  asked  the  same  question  if  they  would  get  the 
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money  direct,  and  we  said,  "  Yes."    And  that  fellow  had  $250  worth 
of  indorsements. 

So  that  man,  or  any  other  man  of  good  character,  could  borrow  a 
sum  of  money  not  more  than  10  per  cent  of  his  annual  earning 
capacity,  if  he  gets  two  people  to  vouch  for  him,  one  usually  in  his 
own  walk  of  life,  if  he  needs  the  money. 

Mr.  Woods.  That  is  the  point ;  he  needed  the  money.  Would  you 
let  him  have  it  if  it  was  not  a  case  of  human  necessity  ? 

Mr.  MoRBis.  Oh,  yes.  I  will  give  you  some  of  the  reasons  we  loan 
the  money  for,  if  that  will  answer  your  question.  We  have  some  very 
interesting  statistics  on  that.  I  do  not,  want  to  burden  you  with  too 
much. 

Mr.  BuLKLEY.  Oh,  nc;  this  is  just  the  kind  of  information  we 
want. 

Mr.  MoBRis.  In  Atlanta,  the  first  year,  out  of  1,200  loans  made, 
over  1,100  were  to  take  them  out  of  the  hands  of  loan  sharks.  By  an 
actual  computation  they  were  saved  over  $75,000  in  excess  interest. 

Mr.  Woods.  Were  those  loans  originally  made  because  they  bad 
been  extravagant  or  because  they  had  had  misfortune? 

Mr.  MoBBis.  Because  they  needed  the  money  either  from  misfor 
time  or  other  circumstances. 

Mr.  Ragsdalb.  You  did  not  necessarily  ^o  into  the  cause  of  the 
necessity;  the  only  feature  that  presented  itself  to  you  was  a  retl 
necessity? 

Mr.  MoBBis.  Yes.  The  cashier  interrogates  them  to  know  whii 
it  is  needed  for.  The  necessity  may  be  superinduced  by  necessity 
of  extravagance.  If  it  is  superinduced  by  extravagance  and  they 
are  satisfied  the  fellow  realizes  he  has  made  a  mistake  it  is  all  right) 
we  make  the  loan  to  him. 

Mr.  Jones.  Does  it  finally  result  in  making  him  more  prudent  if 
you  bring  him  out? 

Mr.  !RfoBBis.  Frequently  40  to  50  per  cent  become  savers.  That 
is  what  I  was  going  to  bring  out. 

(Thereupon,  at  1  o'clock  p.  m.,  a  recess  was  taken  until  2.30  o'clock 
p.  m.) 

AFTEB  BECES8. 

The  subcommittee  reassembled  at  the  expiration  of  the  recess. 
ADDITIONAL  STATEMENT  OF  AETHTJE  J.  MOEEIS— Besumed. 

Mr.  BuLKLEY.  Now,  Mr.  Morris,  if  I  remember  right  you  wett 
going  to  explain  to  us  the  relationship  which  you  would  suggest  be- 
tween industrial-credit  banks  and  rural-credit  banks. 

Mr.  MoBBis.  As  I  stated  this  morning,  to  my  mind,  the  first  prob- 
lem before  the  committee  in  working  out  the  proper  system  of  runJ 
credits  is  to  supply  the  money. 

Assuming  that  the  details  of  the  dissemination  of  that  money,  ai 
they  will  be  worked  out,  will  be  along  lines  heretofore  suggested,  or 
along  lines  which  I  suggested  this  morning,  the  source  of  suppi| 
of  that  money  is  an  important  consideration.  The  provision  in  Al 
Moss-Fletcher  bill,  and  in  some  of  the  other  bills,  making  the  land- 
mortgage  debentures  legal  investments  for  fiduciaries  and  savingl 
banks,  and  insurance  companies  and  the  ^'^^'^  to  my  mind,  is  ver] 
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p^ortant.    That  should  be  preserved  and  will  enable  them  in  the 

jinning  to  afford  some  character  of  market  for  these  land  deben- 

^s  as  issued. 

I  believe,  however,  in  the  ultimate  analysis  the  best  source  of 

pply  is  from  the  industrial  savers  of  this  country. 

Now,  if  a  particular  system  of  industrial  banks  is  encouraged  in 

e  beginning,  that  will  afford  credit  facilities  to  the  industrial 

asses;  we  put  by  those  facilities  a  premium  upon  thrift  that  will 

icourage  the  industrial  classes  of  this  country,  as  abroad,  to  become 

ftter  savers.    If  that  is  accomplished — and  it  is  already  being  ac- 

mplished — those  same  banks  should  offer  for  sale  to  the  industrial 

asses  of  this  country  these  land-mortgage  debentures.    They  should 

!  issued  in  small  denominations — $50  and  $100. 

These  industrial  banks,  at  least  those  that  are  now  in  operation, 

lown  as  the  Morris  plan  banks,  keep  in  touch  with  their  savers 

d  borrowers,  and  have  a  system  by  wnich  the  names  and  addresses 

all  their  savers  and  borrowers  are  kept  together. 

And  these  land-mortgage  debentures  are  offered — these  industrial 

nks  will  offer  to  their  patrons  the  opportunity  to  purchase  these 

id-mortgage  debentures  in  small  denominations.    They  will  at  the 

ne  time  say  to  their  patrons,  "  If  you  have  not  the  money  with 

dch  to  purchase  the  security,  we  will  lend  you  (on  whatever  plan 

;h  industrial  banks  is  being  operated),  say,  50  per  cent  to  75  per 

it  of  the  purchase  price."  so  that  they  can  buy  these  land-mortgage 

bentures  on  such  satisfactory  terms  as  are  consistent  with  flieir 

min^  capacity. 

At  tTie  same  time  these  industrial  banks  will  receive  these  land- 

>rtgage  debentures  as  collateral  security  for  loans  to  the  industrial 

5ses,  and  in  that  way  the  small  saver  will  be  able  to  utilize  a  land- 

>rtgage  debenture  identically  as  a  large  saver  or  richer  man  utilizes 

micipal  or  railroad  securities  at  his  Dank;  and  in  my  opinion,  in 

3  aggregate,  results  could  be  accomplished  through  that  medium  of 

deavor  that  would  compare  favorably  with  similar  results  that 

ve  been  accomplished  abroad,  notably  in  France. 

Therefore,  for  the  reasons  given  this  morning,  it  is  equally  im- 

rtant,  in  my  opinion,  that  the  industrial  banks  should  receive  some 

:ention  as  well  as  the  question  of  agricultural  credits.    Does  that 

swer  your  suestion  ? 

Mr.  BuiiKLBT.  Yes.    Have  you  stated  all  that  you  want  to  about 

lat  you  propose  to  put  in  the  pending  legislation  with  respect  to  the 

x)rporation  of  industrial  banKs? 

Mr.  MoRBis.  After  the  present  land-mortgage  bill  is  completed, 

while  it  is  being  completed — or  whatever  bill  is  to  form  the  basic 

Ticture  of  the  land  credit  ^stem,  an  enabling  act  should  be  passed 

oviding  for  the  incorporation  under  Federal  charter,  subject,  per- 

ps,  to  the  supervision  of  the  same  bureau  as  was  contemplated  this 

»ming — of  industrial  banks  for  the  wage  earners  in  urban  com- 

mities. 

rhese  banks  should  provide  a  corporate  capital  and  be  subject  to 

lilar  restrictions  regarding  the  payment  and  the  amount  of  the 

porate  capital  as  are  now  provided  for  national  banks.    They 

)ald  be  allowed  to  either  take  deposits  or  issue  savings  certificates 

inv^tment,  both  in  paid  up  denominations  and  in  weekly  install- 

DtS. 


Digitized  by 


Google 


74S  BUBAL  CBEDIT8. 

They  should  be  allowed  to  discount  notes,  covering  a  period  of  not 
more  than  one  year,  at  the  legal  rate  of  interest  in  the  State  in  which 
they  operate,  and  provision  should  be  made  whereby  it  would  be 
required  or  allowed  that  such  borrower  should  either  purdiase  weekly 
certificates  of  investment  or  make  weekly  deposits,  either  on  account 
of  the  loan  or  on  accoimt  of  a  collateral  saving  certificate  pledged 
as  security  for  the  loans. 

These  banks  should  probably  be  known  as  industrial  national 
hanks,  subject  to  making  reports  either  to  the  Comptroller  of  the 
Currency  or  to  the  bureau,  whichever  is  determined  to  be  better.  I 
am  inclmed  to  believe  that  it  will  probably  be  better  to  have  them 
report  to  the  bureau. 

Mr.  Woods.  Mr.  Morris,  what  would  be  your  objection  to  ^ving 
the  tenants  on  farms  the  same  advantages  as  those  you  would  give  in 
large  industrial  centers? 

Mr.  Morris.  Do  you  mean  with  respect  to  short-time  loans? 

Mr.  Woods.  Yes. 

Mr.  Morris.  The  question  of  short-time  loans,  as  distinguished 
from  long-time  mortgages? 

Mr.  Woods.  Yes;  and  the  savings  features  that  you  have  men- 
tioned ;  the  same  advantages  exactly  that  you  have  figured  on  giving 
the  city  people. 

Mr.  Morris.  None  at  all,  except  in  this :  You  should  bear  in  mind 
that  the  wage  earner  can  meet  a  liquidation  of  his  industrial  credits 
extended  to  him  on  a  weekly  basis,  which  enables  that  to  be  done 
with  reasonable  profit,  whereas  a  tenant  on  a  farm  can  hardlv  pay 
more  often  than  twice  a  year.  However,  I  think  the  sami  banb 
should  have  privileges  in  their  incorporation  that  would  enable  them 
to  take  care  of  the  tenant  as  well.  In  other  words,  so  that  they 
could  make  loans  on  this  weekly  plan,  and  on  a  monthly  plan,  and 
on  a  semiannual  plan. 

Mr.  BuiiKiiEY.  You  do  not  see  any  difficulty  about  the  same  insti- 
tution carrying  both  kinds  of  loans? 

Mr.  Morris.  Not  so  far  as  the  tenants'  short-time  loan  and  the 
industrial  wage  loans  are  concerned. 

Mr.  BuLKLEY.  That  is  what  I  meant. 

Mr.  Morris.  No;  of  course  your  present  Federal  reserve  act,  to 
my  mind,  solves  the  question  of  the  short-time  loan  for  the  farmer. 
But  this  would  be  a  supplement.  We  are  now  making,  in  Morris- 
plan  banks,  a  great  many  loans  to  farmers  and  tenants  on  farms. 
The  only  difficulty  is  that  it  is  rather  embarrassing  to  them  to  borrow 
under  the  Morris  plan,  because  of  the  weekly  return;  whereas,  if 
these  banks  were  allowed  to  take  deposits,  I  believe  that  the  industriil 
bank  in  a  community  would  probably  in  the  final  analysis  become 
the  institution  that  would  serve  the  short-term  credit  to  the  tenant 

I  believe  the  development  of  those  industrial  banks  will  be  a  greit 
supplement  to  the  present  system  of  savings  banks  in  this  countit; 
and  then  you  will  nave  the  savings  banks  and  the  industrial  btnb 
as  your  mediums  through  which  to  dispose  of  your  land-mortgage 
debentures. 

Mr.  BuLKLEY.  Can  you  tell  us  how  far  it  is  now  possible,  mi^ 
existing  law,  to  incorporate  banks  with  the  functions  that  you  have 
described  in  the  several  States? 
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•RRis.  Well,  of  course,  the  Morris  plan  is  now  operating  in 

;ates.    It  is  operating  in  Massachusetts,  Colorado,  and  Vir- 

s  about  to  operate  in  North  Carolina,  New  York,  Missouri, 

and  South  (Jarolina.    I  believe  that  is  all — also  Maryland 

)istrict  of  Columbia. 

FLKLEY.  So  far  as  you  know,  it  is  generally  possible  that 

ks  can  be  organized  under  State  lawl 

)RRi8.  It  is  generally  possible,  but  not  under  such  oondi- 

svould  attract  capital  and  be  readily  organized  and  pro- 

rLKLEY.  Will  you  explain  that  just  as  fully  as  possible — 

advantages  we  would  get  by  Federal  charter? 
)RRis.  Well,  in  the  first  place,  that  kind  of  banks,  if  oper- 
)r  Federal  charter,  will  be  uniformly  known — for  instaitce, 
1  Washington  would  be  known  as  the  Industrial  National 
Washington,  D.  C.  The  one  in  Chicago  would  be  known 
dustrial  National  Bank  of  Chicago.    Another  one  would 

as  the  Industrial  National  Bank  of  St.  Louis, 
kvould  be  a  uniformity  to  the  undertaking  that  would  at- 
rest  and  stability. 

ition  to  that,  there  could  be  tax  provisions  that  would  not 
niform,  but  more  economical.  Now,  these  institutions  are 
)  the  varying  tax  laws  of  the  various  States.  One  State 
an  industrial  bank  like  they  would  any  other  bank,  and 
State  will  not  tax  it  at  all.  And  in  these  particulars  it  is 
;ult  sometimes  to  meet  the  laws  of  the  respective  States  and 
18  time  have  the  business  done  in  such  an -economic  way  as 
ord  a  really  economic  facility  to  the  man  that  you  are 
)  benefit. 

ition  to  that,  you  could  have  your  savings  certificates  so 
:hat  they  could  be  used  in  one  city  and  be  interchangeable 
r  city.  You  could  also  arrange  so  that  the  land  mortgage 
s  which  you  disposed  of  coiild  be  handled  and  could  be 
LS  collateral  from  one  city  to  another, 
id,  in  addition  to  that,  being  under  National  Government 
m,  have  the  same  degree  of  confidence;  it  would  inspire 

degree  of  confidence  as  national  banks  enjoy  compared 
e  institutions,  although  in  some  localities  the  State  insti- 
ijoy  equal  confidence.  But  in  the  majority  of  instances 
nal-bank  supervision  is  an  asset  and  an  incentive  to  the 
ent  of  the  banks  operating  in  that  community, 
opinion,  as  an  aid  to  the  development  of  the  rural  credits, 

a  medium  through  which  the  land-mortgage  debentures 
disposed  of — in  my  opinion,  if  these  banbi  were  operated 

enabling  Federal  act,  that  would  be  accomplished  much 
nd  in  a  larger  degree  and  on  a  broader  scale,  amounting 
gregate  to  a  far  more  satisfactory  result  than  if  left,  as 
le  separate  States. 
FLKLEY.  Do  you  think  it  would  be  to  the  interest  of  those 

banks  to  sell  the  land-mortgage  bonds? 
•RRIS.  Do  you  mean  to  the  financial  interests? 
LKLEY.  Yes ;  or  any  other  interest  that  would  accept  them. 
)RRi8.  I  think  it  could  be  worked  out  on  a  basis  by  which 
d  sell  them  at  a  commission;  make  it  worth  their  while. 
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At  the  same  time  they  would  be  educating  the  industrial  public  i 
become  investors  in  a  security  that  would  operate  as  a  collaten 
for  loans  that  these  institutions  would  make  to  them,  thereby  elim 
nating  the  necessity  for  indorsements. 

Mr.  BuLKLEY.  Well,  as  I  understand  it,  one  of  the  reasons  wij 
you  suggest  that  we  should  set  up  the  industrial  bank  is  to  afford  i 
market  to  our  land-mortgage  bonds. 

Mr.  Morris.  That  is  right.  That  is  an  incidental  reason.  One  oi 
the  most  important  reasons  why  you  should  do  it  is  that  it  is  just  ii 
important  to  furnish  and  afford  the  city  laborer  or  wage  etnp 

?iroper  credit  facilities  as  it  is  to  afford  the  man  of  commerce  or  dl 
armer  with  credit  facilities.  That  is  the  fundamental  reasot 
Then,  if  in  meeting  that  reason,  you  can  help  the  undertaking  thati 
affording  the  farmer  credit,  ana  vice  versa,  you  can  help  the  wif 
earner.  Why,  it  is  a  corelation  of  assistance  that  shoula  appeal  li 
Congress. 

Mr.  BuLKLEY.  Your  idea  is  that  it  will  help  the  wage  earner  li 
have  this  class  of  investment  brought  to  him  in  a  convenient  wi^ 
through  these  banks? 

Mr.  Morris.  I  do  not  think  there  is  any  doubt  about  it.  You  tab 
the  French,  and  they  are  more  saving  and  more  ft'ugal  than  we  an 
Why  is  that?  First,  because  they  can  get  legitimate  credit  for  tha 
expenditures;  and  secondly,  that  they  are  savers  and  frugal,  becaia 
they  are  educated  to  buy  securities. 

Mr.  BuLKLEY.  Do  you  think  we  can  rely  on  the  self-interest  a 
these  banks  to  distribute  the  land-mortgage  bonds,  or  do  you  thia 
we  ought  to  provide  in  the  law  that  they  shall  handle  the  bonds! 

Mr.  Morris.  I  do  not  believe  you  could  make  it  mandatory,  h 
cause  it  would  superinduce  financial  burden  on  the  bank  that  woul 
involve  the  safety  of  the  bank.  There  might  be  some  localities  whei 
an  industrial  bank  could  not  possibly  within  the  period  of  its  exi 
tence  handle  these  bonds.  I  am  satisfied  it  would  be  an  impracticah 
thing  to  make  it  mandatory. 

Mr.  BuLKLEY.  You  suggested  that  these  rural  banks  should  I 
federated  in  regional  units.  Do  you  make  the  same  suggestion  in  r 
gard  to  your  industrial  banks  ? 

Mr.  Morris.  No;  not  in  the  beginning. 

Mr.  BuLKLEY.  You  would  not  provide  any  such  thing  in  any  pre 
ent  law  ? 

Mr.  Morris.  I  think  that  ultimately  they  will  become  a  part  of  tl 
national  banking  system.  The  only  reason  I  suggest  a  feaeration  < 
the  farm-land  banks  is  simply  on  account  of  the  issuing  bank, 
want  to  avoid  the  land-mortgage  debentures  being  issued  from  tl 
units.  I  believe  that  is  impracticable,  and  fundamentally  so.  I  wai 
to  see  these  land-mortgage  debentures  issued  from  a  regional  institi 
tion  of  sufficient  size,  strength,  and  importance  as  will  insure  fiisl 
their  safety,  and  second,  their  marketability.  That  is  the  only  « 
casion  for  the  federation  of  these  land  banks  into  a  regional  banl 
In  the  industrial  banks  that  is  not  necessary.  I  think  perhaps  afte 
a  few  years'  exj^erience  there  ought  to  be  an  arrangement  by  whic 
the  inaiistrial  banks  will  be  able  to  rediscount  their  bills  receivaU 
at  a  regional  reserve  bank.  But  I  think  that  will  come.  I  think  thi 
will  be  a  matter  of  evolution.  You  first  have  got  to  demonstrate  t 
this  country  as  we  have  demonstrated  in  the  Morris-plan  banks- 


Digitized  by 


Google 


BUBAL  GBEOIT8.  751 

)or  and  character  can  be  safely  capitalized,  and  that  it  will 
I  reasonably  profitable  security  for  banking  purposes. 
3uLKLEY.  1  have  no  further  questions.    Have  you  anything 
at  you  wanted  to  develop  ? 

VIoRRis.  Representative  Piatt,  of  New  York,  raised  a  very 
ing  question  this  morning  about  the  desirability  of  making 
nd-mortgage  debentures  a  uniform  rate.  If  we  had  to  limit 
erence  between  the  regional  mortgage  and  the  debenture  rate 
•  cent,  a  regulation  making  the  debenture  rate  uniform  would 
•ily  require  a  imiform  interest  rate  for  the  incipient  mort- 
There  is  much  to  be  said  in  favor  of  this,  but  in  the  final 
»  I  believe  it  is  impracticable,  because  of  the  following  etfect : 
mple,  suppose  you  pass  a  law  requiring  the  mortgage  interest 
be  uniform  and  a  mortgage,  for  example,  was  consummated 
IS,  and  that  uniform  rate  was  6  per  cent  in  mortgages  and 
ent  in  debentures;  when  the  unit  bank  took  that  6  per  cent 
?e  to  the  regional  bank — and  we  .will  call  it,  for  the  "purpose 
licity,  a  rediscount,  whereas,  as  a  matter  of  fact,  he  takes  it 
3r  the  purpose  of  having  land-mortgage  debentures  issued 
it — the  regional  bank  is  not  going  to  lose  sight  of  the  eco- 
Fact  that  money  in  that  State  is  worth  8  per  cent.  What 
be  the  effect?  The  effect  would  be  that  the  regional  bank 
mmediately  undertake  the  sale  and  disposition  of  its  land- 
?e  debentures  at  a  sufficient  discount  for  the  entire  period  to 
:he  economic  rate  of  return  as  distinguished  from  the  legal 
the  rates  legalized  by  uniform  law.  And  what  would  be 
2t  of  that?  Ihe  effect  of  that  would  be  that  you  would  find 
>rtgage  debentures  selling  at  rates  30,  40,  50,  and  60  cents 
dollar,  according  to  the  time  and  length  of  the  mortgage. 
,t  reason  I  doubt  the  wisdom  of  attempting  any  uniform  de- 
rate which  implies  a  uniform  interest  rate,  because  the 
ogical  effect  on  tne  investing  public  of  having  land-mortgage 
res  selling  anywhere  from  30  to  40,  50,  or  60  cents  on  the 
vould  be  bad,  in  my  opinion,  whereas  if  the  rate  was  left  to 
be,  with  the  provision  that  it  can  not  exceed  a  legal  rate  and 
lent  less  for  the  debentures,  the  land-mortgage  debentures 
)e  sold  at  such  price,  which  would  perhaps  not  be  uniform — 
them  would  be  oelow  par  and  some  above  par;  but  the  differ- 
jtween  the  price  would  be  regulated  by  the  condition  of  the 
and  not  to  such  an  extent  as  would  reduce  the  par  value  to 
igure  as  would  make  it  more  or  less  an  unattractive  security. 
Jathrick.  Mr.  Chairman,  may  I  ask  a  question? 
iuLKLEY.  If  it  is  agreeable  to  Mr.  Moms,  certainly. 
loRRis.  Yes,  sir;  I  will  answer  any  question  I  can. 
3athrick.  You  seem  to  have  had  a  great  deal  of  experience 
banking  matters  and  to  have  given  it  a  great  deal  of  thought. 
3U  given  the  question  of  what  land-mortgage  debentures  would 
JT  any  thought  to  what  the  rate  would  be  to  hold  them  at  par 
tout  the  country? 

tf ORRIS.  Yes;  I  have  given  that  some  thought.  It  is  a  veiy 
question,  though,  to  think  out  a  satisfactory  answer.  Why? 
i  the  price  of  any  security  is  dependent  to  such  an  extent  in 
mtry  upon  the  condition  of  the  market,  both  with  respect  to 
and  demand,  of  money  as  well  as  security.    I  believe,  how- 
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ever,  that  security  around  5  per  cent  issued  under  such  a  system 
farm-mortgage  banking  as  has  been  described  this  morning, 
jected  to  me  governmental  supervision,  as  has  been  indicated 
morning,  under  normal  conditions  would  approximate  par.    Thati 
as  near  as  I  can  give  you  an  answer,  and  ^ou  must  take  that  answc^ 
As  I  stated  to  one  gentleman  this  m(H*nmg,  there  are  some  thk) 
within  the  purview  of  human  discernment  about  which  one  can  re 
sonably  conclude,  and  there  are  other  things  that  are  so  far  beyoi 
the  control  of  human  discernment  that  the  only  answer  you  can  gii 
is  the  prognosis  of  it. 

Mr.  Bathbick.  The  fact  is  now,  I  believe,  that  some  munidpi 
b(mds  are  selling  for  more  than  5  per  cent,  are  they  not  ? 

Mr.  Morris,   x  es ;  there  are  some  selling  for  more  than  5  per 

Mr.  Bathrick.  And  some  very  good  municipal  bonds,  too. 

Mr.  Morris.  Yes ;  very  good  ones  that  six  months  ago  sold  for  tha^ 

Mr.  Bathrick.  And  I  believe  some  railroad  bonds  have  been  offei 
at  6  per  cent,  have  they  nojt? 

Mr.  Morris.  Yes.  Then,  again,  you  take  the  recent  issue  of  N 
York  State  bonds  that  yielded  a  fraction  over  4  per  cent,  they  sd 
at  a  premium.  It  depends  entirely  upon  the  conditions.  Suppoa 
for  example,  last  June  and  July  a  5  per  cent  security  was  offered  i 
this  country,  at  the  time  we  were  undergoing  an  unsettled  conditi 
before  the  passage  of  the  currency  bill,  and  me  financial  conditi(Mi 
the  country  was  more  or  less  intensely  uncertain,  a  5  per  cent  i 
benture  would  have  had  a  very  diflScult  market  at  that  time.  ] 

Mr.  Bathrick.  I  believe  you  referred  to  Government  inspectiflll 
as  one  of  the  means  of  establishing  a  market  and  giving  the  publkj 
greater  assurance  in  the  land-mortgage  bonds. 

Mr.  Morris.  This  morning  I  undertook  to  lay  out  a  plan  by  whick 
a  Federal  bureau  would  be  established  respecting  the  land-mortgagi 
banks  that  would  be  analogous  to  the  Federal  reserve  board  in  thti 
system  of  commercial  banking,  and  that  Federal  reserve  bureau 
would  lay  down  certain  rules  and  regulations  imder  which  regioml 
banks  could  issue  land-mortgage  debentures,  and  before  a  regioni] 
bank  could  issue  land-mortgage  debentures  they  would  have  to  cer- 
tify to  the  bureau  at  Washington,  under  oath,  that  these  conditions 
had  been  complied  with,  and  these  debentures  would  be  registered 
and  certified  from  the  bureau  which  would  act  in  the  nature  of  i 
registrar. 

Mr.  Bathrick.  The  real  value  of  a  debenture  is  the  character  d 
the  land  upon  which  the  mortgage  is  based,  and  upon  which  the  de- 
benture is  based,  is  it  not? 

Mr.  Morris.  Yes. 

Mr.  Bathrick.  It  is  also  the  degree  of  care  with  which  the  ap^ 
praisal  of  the  farm  or  the  land  is  made,  is  it  not? 

Mr.  Morris.  Yes. 

Mr.  Bathrick.  Now,  any  Government  inspection  that  would 
thorough — speaking  of  Government  inspection — ^would  it  not 
necessary  for  the  inspector  to  know  what  the  character  of  this ' 
was  that  is  behind  the  mortgage  and  the  debenture? 

Mr.  Morris.  I  think  so ;  and  I  provided  for  that  in  my  stai 
this  morning.    You  were  not  present,  I  believe. 

Mr.  Bathrick.  Now,  if  it  is  necessary  for  the  Government  i 
tor  to  know  the  character  of  the  land  that  is  behind  this  mortgag(S 
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I  debenture,  it  would  be  necessary  for  this  inspector  to  inspect 
land,  would  it  not? 

Ir.  Morris.  Yes;  I  provide  for  that  inspection  here.  I  suggested 
)e  done  in  order  to  hold  down  expenses,  and  to  be  practicable 
I  not  have  too  much  red  tape  about  it,  that  each  regional  bank 
lid  have  a  local  Federal  agent  properly  approved  that  would 
>n  the  regional  appraisal  committee,  and  he  would  certify  to  the 
ional  bank,  which  would  in  turn  certify  to  the  bureau. 
fr.  Bathrick.  a  bank  examiner  that  examines  a  national  bank 
s  into  a  bank,  and  he  is  reasonably  familiar  with  the  securities 
Lch  that  bank  holds — ^that  is,  the  character  of  the  people  behind 
se  securities,  is  he  not — and  the  character  of  the  commercial  sta- 
ty  behind  the  securities? 

Ir.  Morris.  I  would  not  say  that  he  is  at  all  times  closely  familiar 
h  the  people  behind  the  securities.  He  takes  the  word  of  the  men 
ind  the  bank  for  that.  The  bank  examiner,  after  he  has  called 
^uently  to  examine  the  bank  and  has  seen  your  note  and  my  note 
re  too  often,  he  will  make  a  note  of  it,  and  when  he  comes  back,  if 
again  finds  those  two  notes,  he  will  say,  "  I  saw  those  two  notes 
last  time,  and  I  see  them  this  time ;  how  long  have  you  been  carry- 
them?"  He  will  make  superficial  inquiries  of  that  character, 
t  with  regard  to  the  people  behind  the  majority  of  national-bank 
es  he  would  not  know  that.  An  examiner  has  no  intimate  ao- 
lintance  with  them.  He  forms  a  general  idea  from  a  reasonable 
ount  of  proper  inquiry. 

ilr.  Bathrick.  Do  you  think  that  these  land-mortgage  debentures 
lid  be  marketed  to  any  extent  in  Europe? 

tfr.  Morris.  Yes ;  I  think  a  good  many  of  them  could  be.  I  meant 
suggest  that  this  mominff.  I  am  glad  you  brought  it  out.  I 
nk  t^t  these  regional  banks  should  be  allowed  to  have  European 
inches.  That  should  be  embodied  in  the  act. 
Ilr.  Bathrick.  In  order  to  market  these  securities  in  Europe  there 
(Old  be  required  a  certain  character  of  underwriting  to  be  done, 
lold  there  not? 

lir.  Morris.  You  mean  in  Europe? 
lir.  Bathrick.  And  in  the  United  States. 

lir.  Morris.  Not  if  the  regional  bank  had  its  own  branches  there, 
lat  would  depend  entirely  upon  whether  they  did  it  through  under- 
iters  in  America  or  whether  they  did  it  through  their  foreign 
tnches.    In  some  countries  it  would  probably  pay  them  better  to 
i  it  Uirough  underwriters  with  American  agents. 
Mr.  Bathrick.  Suppose  one  of  these  agencies  which  you  speak  of 
attempting  to  market  these  debentures,  what  would  you  consider  a 
isonable  commission  for  so  doing? 
Hr.  Morris.  You  mean  an  underwriter's  agent? 
lir.  Bathrick.  Yes.    Each  one  of  these  concerns  that  handle  these 
)entures  would  require  some  commission  to  handle  them,  would 
ly  not? 

tfr.  Morris.  Yes,  sir;  which  is  the  point  I  brought  out.  If  they 
re  selling  them  to  foreign  underwriters  without  having  their  own 
jich  over  there  they  would  necessarily  have  to  do  it  on  a  commis- 
a  basis.  If  they  had  their  own  branch  over  there  they  would  do 
lianselves.    That  is  a  very  diflScult  question  to  answer.     It  de- 
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pends  entirely  upon  the  time  when  these  debentures  are  offered  and 
the  amount,  but  I  should  say  anywhere  from  1  up  to  5  per  cent 

Mr,  Bathriok.  As  commission? 
^  Mr.  Morris.  As  commission.  It  just  depends  entirely  upon  the 
time  and  conditions  of  affairs  and  the  manner.  If  the  agent  nandled 
a  few  hundred  thousand  dollars  of  them  he  would  proSibly  want  5 
per  cent.  If  he  handles  several  million  dollars  he  would  probabh 
be  glad  to  do  it  on  1  per  cent.  It  is  due  to  the  quantity  and  condi- 
tion of  the  market. 

Mr.  BtiLKLEY.  Are  you  through  now,  Mr.  Bathrick? 

Mr.  Bathrick.  Yes. 

Mr.  BuLKMJY.  I  think  Mr.  Korbly  has  some  questions  he  would 
like  to  ask. 

Mr.  KoRBLY.  Do  you  contemplate  that  the  Morris-plan  banks  would 
give  accommodations  to  small  merchants? 

Mr.  Morris.  We  are  doing  that  now. 

Mr.  Korbly.  To  that  extent  you  are  somewhat  in  the  nature  of  i 
commercial  bank. 

Mr.  Morris.  To  that  extent,  ves;  except  that  commercial  banking, 
as  distinguished  from  industrial  banking,  might  be  defined  as  making 
loans  on  a  commercial  basis — 30,  60,  90  days,  or  4  months.  Any  loins 
made  for  a  period  of  1  year  repayable  in  weekly  installments  has  more 
of  an  industrial  character,  whether  it  be  made  to  a  wage  earner  or 
whether  it  be  made  to  a  merchant ;  and  we  are  accommodating  many 
little  merchants. 

Mr.  KoRBLY.  And  a  farmer  who  does  not  own  any  land  can  get 
some  accommodation  under  the  Morris  plan  of  bankii^  as  now 
operated  ? 

Mr.  Morris.  Yes.    We  accommodate  a  good  many  farmers  now. 

Mr.  Korbly.  So  that  a  man  might  buy  cattle  or  equipment,  or 
have  money  for  his  operations?  i 

Mr.  Morris.  Yes.  The  only  difference  is  that  we  could  not  do  it  ^ 
under  our  plan  to-day,  except  to  a  superficial  extent,  because  undo*  i 
our  plan  a  borrower  has  to  become  the  purchaser  of  an  installment  I 
savings  certificate,  on  which  he  pays  2  per  cent  a  week.  If  he  bor-  / 
rows  $100  he  purchases  two  savings  certificates  and  deposits  $2  i  I j 
week  on  those  savings  certificates.  A  farmer  can  not  pay  in  weekly  Ij 
amounts.  |  j 

Mr.  Korbly.  Unless  he  is  dealing  in  butter  and  eggs,  L 

Mr.  Morris.  Unless  he  is  a  dairy  farmer,  or  some  similar  fanner:    i 
and  in  order  to  overcome  that  limitation  I  would  suggest  that  the 
act  provide,  in  the  enabling  of  industrial  banks,  tJiat  they  should  be 
allowed  to  take  deposits,  so  that  from  these  deposits  theycan  handle 
the  short-time  loan  farmers,  under  4,  6,  8,  and  12  montHs, 

Mr.  Korbly.  That  suggests  the  question  I  really  wanted  to  coW 
to,  the  central  question  in  my  series  of  questions,  whether  it  is  net 
just  as  important  to  provide  some  credit  or  banking  facilities  for 
that  class  of  farmers  who  own  no  land  as  it  is  to  provide  credit  tat 
those  who  may  own  land,  as  for  industrial  people  in  the  cities. 
That  is  a  question  you  have  not  yet  touched  on.  I  was  out  ptit 
of  the  time  this  morning  while  you  were  talking. 

Mr.  Morris.  That  is  really  a  big  question — short-time  loans.    01 
course,  your  Federal  reserve  act  has  made  some  provision  for  tW 
and  for  certain  purposes  a  farmer  can  borrow  as  long  as  6  months. 
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liese  industrial  banks,  with  the  right  to  receive  deposits,  would 
>,  to  my  mind,  make  loans  of  that  character.  In  admtion  to  that, 
re  is  not  any  reason  why  the  act  should  not  provide  and  enable 
perative  institutions  that  would  let  a  group  of  farmers  pledge 
at  we  call  a  community  of  indorsements.    Tnat  will  probably  be 

result  as  soon  as  we  get  the  banks.  I  personally  do  not  beueve 
t  the  cooperative  features,  as  successfully  developed  in  Europe, 

be  consiaered  as  a  feasible  instrument  in  this  country.  The  daj 
y^  come  when  cooperation  mav  be  developed  in  America,  but  it 

not  come  yet  Everybody's  business  in  this  country  is  nobody's 
iness.  Besides,  there  is  an  American  feeling,  a  feeling  charac- 
stic  of  American  people — ^and  farmers  are  no  exception  to  that 
!ing — ^where  they  do  not  like  to  club  together  and  let  each  one 
►w  the  other's  business.  I  have  studied  the  question  of  the  coop- 
bive  unions  in  cities  and  among  manufacturing  plants,  and  while 
3w  of  them  have  succeeded  in  a  small  way,  yet  in  a  majority  of 
:ances  the  credit  union  or  cooperative  bank  in  the  cities  or  among 

farmers,  while  thev  should  be  allowed  where  they  may  be  some 
ility  where  they  will  get  together,  and  while  you  ao  it  you  might 
wen  include  it^  because  it  can  be  very  simply  done,  permit  these 
perative  societies  to  be  organized,  but  in  so  far  as  their  developing 
>  a  satisfactory  result,  I  do  not  personally  believe  that  they  will 
it  for  years  and  years  to  come,  if  at  all. 

Ir.  BuLKLEY.  Mr.  Morris,  if  it  is  still  ap-eeable  to  you,  I  think 
.  Thompson  would  like  to  ask  you  a  question. 
Ir.  Thompson.  Suppose  I  live  in  a  town  of  300  or  400  people, 
ich  has  two  commercial  State  banks,  more  or  less  acting  privately, 
jld  you  suggest  the  creation  of  a  third  bank  to  be  made  the  local 
t  in  this  land-mortgage  system,  or  would  you  allow  one  of  the 
sting  banks  to  connect  up  in  some  way  to  the  system? 
fr.  MoBRis.  In  a  community  of  400  or  500  people? 
It.  Thompson.  Yes. 

Ir.  MoBBis.  What  is  the  nearest  town  to  that? 
Ir.  Thompson.  What  is  the  nearest  town  ? 
It.  Morbis.  Yes;  what  is  the  nearest  town  to  that? 
It.  Thompson.  That  is  a  village. 
fr.  Morris.  What  is  the  nearest  larger  point? 
4r,  Thompson.  There  will  be  a  county  seat,  let  us  say,  18  or  20 
es  away. 

St.  Morris.  How  large  is  the  county  seat? 
ifr.  Thompson.  Say  3,000. 

dr.  Morris.  By  all  means  let  the  existing  bank  connect  up. 
At.  Thompson.  That  means,  then,  does  it  not,  that  you  would 
ke  provision  in  the  law  whereby  existing  banks  could  connect  up 
h  the  land-mortgage  system? 
fr.  Morris.  I  think  so. 

fr.  Thompson.  In  what  way  would  you  make  that  arrangement? 
fr.  Morris.  They  are  State  institutions? 
fr,  Thompson.  Yes. 

fr.  Morris.  I  would  incorporate  a  clause  that  any  existing  bank 
t  will  segregate  a  certain  amount  of  its  capital  and  otherwise  com- 

with  tiie  provisions  with  that  segregated  capital,  just  as  singly 
1  completely  as  if  it  was  an  independent  institution,  shall  be  legal- 
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ized  to  do  a  certain  business  in  conjunction  with  either  another  un 
or  the  regional  bank. 

Mr.  Thompson.  Do  you  believe  that  a  great  many  existing  Sii 
banks  will  do  that? 

Mr.  MoBBis.  That  is  hard  for  me  to  answer,  because  I  am  d 
familiar  with  the  little  places.  I  can  tell  vou  that  in  tlie  larg 
places  I  do  not  think  so,  because  there  would  not  be  any  gain  in 
In  these  little  places  I  am  inclined  to  think,  theoretically,  they  woo] 
because  they  are  looking  for  an  opportunity  to  expand  the  volui 
of  their  business,  and  any  bank  that  can  expand  tne  volume  of 
business  on  other  people's  money  would,  to  my  mind,  be  glad  of  t 
opportunity,  and  such  a  connection  would  enable  them  to  get  tl 
result.  Where  that  is  impractical  it  is  a  very  simple  matter  for  a 
one  bank  in  that  county  seat  to  make  one  of  these  banks  its  a^nt  ji 
to  file  applications,  and  the  appraisal  committee  could  go  n^ht  ( 
there  and  look  at  it.  One  of  the  beauties  about  this  unaertaking 
that  the  size  of  a  farm  mortgage  would,  as  a  general  rule,  be  sufficK 
to  permit  that  without  inconvenience  being  done. 

Mr.  Thompson.  As  a  practical  thing,  then,  you  believe  that  a  gt 
many  banks  would  be  agents  ? 

Mr.  MoBRis.  Oh,  yes,  sir ;  they  will  be  in  the  nature  of  agents. 

Mr.  BuiiKUEY.  Have  you  covered  everything  that  you  have 
mind,  Mr.  Morris? 

Mr.  Morris.  I  just  want  to  emphasize  what  Mr.  Piatt  said  iii< 
of  the  hearings,  that  one  thing  we  have  got  to  do  is  to  take  perso) 
property  all  over  the  country  and  make  it  an  instrument  of  OM 
of  all  kinds.  That  very  aptly  illustrates  what  I  mean  by  siyi 
that  these  land-mortgage  debentures  must  be  liquid  in  the  hai 
of  everybody  whom  you  expect  to  buy  them,  and  you  can  not  exp 
to  confine  their  purchase  to  large  investors.  He  will  say,  '^Oh 
have  enough  securities  in  railroad  bonds  and  municipal  bonds.  Tl 
are  good  enough  for  me.  I  am  not  interested  in  these  farmei 
You  need  to  make  them  so  that  plenty  of  other  people  who  are  int 
ested  will  buy  them ;  the  little  fellow  will  buy  them — the  littfe  ait 
the  little  investor — and  the  way  to  make  him  buy  tliem,  in  i 
opinion,  is  to  give  to  him  the  same  facilities  in  his  hands  witt 
land-mortgage  debenture  as  the  richer  man,  the  bigger  man,  I 
with  municipal  or  railroad  securities  in  his  bank.  It  seems  to  : 
that  is  an  important  phase  of  this  matter  that  you  can  not  overi© 
I  can  not  remember  at  this  moment  the  exact  limit  of  period  in  I 
Fletcher-Moss  bill.  Will  somebody  prompt  me  on  that?  In  t 
Fletcher-Moss  bill  how  long  can  these  mortgages  be  made  for? 

Mr.  Platt.  For  35  years. 

Mr.  Morris.  That  is,  to  my  mind,  too  lonff.  I  have  felt  that 
years  is  long  enough  to  spread  that  over.  However,  I  suppose  t 
committee  has  enough  information  before  them  already  on  d 
point  to  determine  just  what  is  best. 

In  drawing  the  bill  every  precaution  must  be  taken  to  rnroM  1 
repetition  of  the  eighties  and  up  to  the  panic  of  1894,  with  debeilf 
schemes.  In  my  opinion  that  was  largely  superinduced  by  the  dl 
gation  of  too  much  authority. 

In  other  words,  it  was  the  old,  old  story  of  the  agent  far  m 
interested  in  making  his  commission  than  he  was  in  insuring  bis 
vestment,  insuring  good  judgment,  and  properly  selecting  the  loi 
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1  view  of  the  ideas  that  were  expressed  this  morning,  I  believe  that 
lat  could  absolutely  be  provided  against 

Mr.  Bathbick.  In  other  words,  Mr.  Morris,  that  was  due  to  mis- 
anageinent  ? 

Mr.  MoRBis.  Pure  and  simple;  but  it  was  the  kind  of  mismanage- 
ent  that  will  ensue  in  a  majority  of  cases  unless  in  the  beginning  the 
K)rtunity  for  such  character  of  management  is  precluded. 
Mr.  BuLKLBY.  I  believe  Mr.  Jones  wants  to  ask  you  a  question. 
Mr.  Jones.  Mr.  Chairman,  there  are  two  or  three  questions  I  would 
ie  to  ask  Mr.  Morris,  leading  up  to  interest  rates^  the  unification  of 
terest  rates.^  He  touched  on  that,  and  there  is  a  point  or  two 
At  I  would  like  to  have  cleared  up  in  my  mind. 
Mr.  Morris  is  advocating  the  unifying  of  unit  banks  into  regions 
[nilar  to  what  the  minority  of  the  American  commission  is  advo- 
ting.  He  has  extended  the  region  beyond  the  confines  of  different 
:ates,  whereas  the  minority  has  recommended  that  the  regions  be 
terminous  with  the  States. 
Mr.  MoBBis.  That  is  the  State  regional  banks. 
Mr.  Jones.  State  reffional  banks:  for  reasons  set  forth  by  me 
my  statement,  very  elaborately,  a  day  or  two  ago,  in  this  hearing. 
ou  know  the  Fletcher-Moss  bill  provides  that  bonds  floated  by  any 
nd-mortgage  bank  shall  not  be  floated  at  a  rate  of  interest  lower 
an  1  per  cent;  or,  rather,  to  put  it  the  other  way,  that  they  shall 
>t  charge  the  borrower  a  higher  rate  of  interest  than  1  per  cent 
K>ve  what  they  float  their  bonds  at.  Now,  how  do  you  believe 
lat  can  be  made  practicable  if  you  establish  a  large  region?  Sup- 
)se  you  were  to  follow  the  regional  banks  "or  the  regions  established 
ir  regional  Federal  banks,  and  the  territory  that  is  being  asked  by 
number  of  cities  should  be  put  in  one  region?  Particularly  have 
in  miiid  Onaha,  in  its  claim  for  Nebraska,  part  of  Iowa,  Colorado, 
ttd  Utah.  Throughout  that  region  the  rates  of  interest  vary  very 
reatly.  Iowa  farmers  now  can  borrow  money  at  5  per  cent ;  Wyo- 
lin^  farmers  pay  8  per  cent ;  Colorado  farmers  pay  7  per  cent ;  and 
be  J^'ebraska  farmers  pay  6  per  cent.  Now,  with  your  regional 
mk  made  up  of  units  throughout  all  of  these  States,  when  they  get 
heir  loans  collected  together  and  are  going  to  issue  bonds  against 
he  collective  loans,  bearing  various  rates  of  interest,  how  could  they 
Wnply  with  the  provision  prohibiting  them  charging  over  1  per 
eat  above  that  of  the  bond  ? 

Mr.  Morris.  The  first  way  to  do  it  would  be  necessarily  to  have 
)  combine  together  a  sufficient  number  of  mortgages  of  a  uniform 
tte.  I  should  think  they  would  have  no  difficulty  in  doing  that 
ith  respect  to  the  minimum  1  per  cent  difference.  In  other  words, 
ippose  they  had  several  varying  rates,  some  mortgages  at  5  per 
int,  some  at  6  per  cent,  and  some  at  8  per  cent;  I  do  not  imagine 
lat  with  the  territory  as  large  as  you  suggest  there  would  be  any 
ifficulty  in  their  getting  a  sufficient  number  of  7  per  cent  mortgages 
►  issue  a  6  per  cent  debenture  thereupon,  or  a  sufficient  number  of 
per  cent  mortgages  to  issue  a  5  per  cent  debenture,  if  I  under- 
and  your  question  correctly. 

Mr.  Jones.  I  think  you  have  understood  it  and  have  probabl/ 
fered  a  solution. 
Mr.  Morris.  Let  me  just  amplify  that  a  little  further. 
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Mr.  MoBBis.  My  answer  to  that  is  some  people  would  rather  have 
a  6  per  cent  debenture  based  on  an  Illinois  mortage  than  a  6  or  1 
per  cent  debenture  based  on  the  mortgage  of  another  State. 

Mr,  Woods.  That  would  be  true  if  it  is  just  a  mortgage,  but  it  is 
ffuaranteed  by  the  same  institution.  I  do  not  think  you  would  find 
Siat  many  of  your  5  per  cent  bonds  would  find  a  market. 

Mr.  MoRBis.  You  may  say  the  same  thing  with  respect  to  railroid 
securities  and  municipal  securities. 

Mr.  Woods.  That  is  a  different  proposition  entirely ;  there  are  dif- 1 
ferent  railroads  and  different  securities.  ] 

Mr.  MoRBis.  Yes ;  it  is  the  same  thing.    The  security  that  is  back  \ 
of  the  bonds,  after  all,  is  the  land  behind  it.     You  must  not  lose  sight 
of  that. 

Mr.  Woods.  That  is  true;  but  if  these  railroad  securities  were 
guaranteed  by  the  Government  there  would  be  some  analogy. 

Mr.  Morris.  These  bonds  are  not  guaranteed  by  the  6ovenini€ot 

Mr.  Woods.  They  are  guaranteed  by  a  large  institution  wUA 
makes  their  payment  sure. 

Mr.  MoBRis.  I  believe  it  is  an  impracticable  thing  to  try  to  mtb 
a  uniform  rate.    You  can  do  it. 

Mr.  Woods.  I  do,  too,  but  I  think  the  faith  of  the  institution  m 
much  preferable  and  would  be  more  successful. 

Mr.  Morris.  I  am  frank  to  admit  that  my  first  idea  was  a  State 
regional  institution,  but  the  more  I  thought  of  it  the  more  I  am 
aJ^aid  that  you  will  have  too  many  of  them,  and  another  reason  I 
am  afraid  of  it  is  that  it  will  give  it  an  atmosphere  of  provinci* 
ality — a  Utah  regional  bank  will  issue  Utah  debentures,  and  if  that 
banK  can  not  sell  its  debentures  in  its  own  section,  and  it  goes  to 
New  York  City  with  them,  or  somewhere  else,  they  will  say,  "Oh, 
they  have  a  Utah  regional  bank ;  they  can  not  sell  them ;  we  do  not 
want  it,"  where  if  you  have  one  regional  bank  covering  several  States, 
there  is  a  larger  market,  and  I  think  it  would  be  a  rather  unwise 
thing  to  limit  inherently  your  market  for  vour  debentures.  For 
example,  debentures  issued  out  of  Utah  might  nnd  a  market  in  several 
States,  whereas  if  you  had  a  regional  State  issuing  bank,  just  as 
sure  as  the  night  follows  the  day  you  are  going  to  fail  in  your  pur- 
pose. At  least,  that  is  my  opinion.  People  will  get  a  psychological 
impression  that  this  institution  in  Utah  ought  to  sell  its  bonds  to  its 
Utah  friends,  and  if  they  can  not  sell  them  to  their  Utah  friends 
there  is  a  nigger  in  the  woodpile  somewhere,  and  we  do  not  want 
them. 

Mr.  Jones.  Mr.  Norris,  one  argimient  that  occurred  to  the  minds 
of  the  minority  that  caused  them  to  confine  the  regions  to  the  State, 
was  on  account  of  the  different  State  lines  regarding  exemptions, 
homesteads,  land  titles,  and  many  other  things.  The  Fletche^ 
Moss  bill  provides  that  bonds  issued  by  land-mortgage  banks  may 
be  available  for  certain  specific  purposes,  such  as  postal  savings, 
trust  funds,  court  funds,  the  funds  under  the  control  of  the  courts, 
provided  that  those  States  have  met  certain  conditions  regarding 
registration,  exemption,  etc.  If  you  go  outside  of  the  States  you 
will  find  considerable  conflict.  One  State  may  have  complied  with 
all  of  those  conditions,  another  State  may  have  complied  with  a  por- 
tion of  them,  and  another  State  may  have  complied  with  none  of  thenit 
and  all  within  the  same  region.     Now,  how  can  the  bonds  find  the 
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arket  we  are  seeking  if  those  conditicms  are  so  varied  regarding  the 
fferent  securities  that  are  offered  as  collateral? 
Mr.  Morris.  I  aeree  with  you  that  those  conditions  may  affect  the 
arketability  of  these  debentures  in  a  particular  territory. 
Mr.  Jones.  The  minority  has  thought  that  out.  We  thought  very 
rongly  over  this,  and  spent  two  months  working  on  it,  and  if  we 
ive  left  anything  unprovided  for  we  would  like  to  have  it.  That  is 
le  cause  of  my  legal  questions  to  you,  to  see  if  we  were  wrong  in 
ir  final  conclusions. 

Mr.  Morris.  I  believe,  for  example,  if  you  have  a  regional  bank 
)vering  Virginia,  North  Carolina,  South  Carolina,  and  West  Vir- 
inia,  or  any  other  two  or  three  States,  and  under  the  Federal  law 
lese  land  debentures  were  exempt  from  taxation,  ahd  were  made 
gal  investments  for  certain  specific  purposes  and  fiduciaries  on  con- 
ition  that  the  registration  laws  of  tne  States  from  which  they  are 
sued  had  done  so  and  st)  and  so.  I  can  readily  see  that  in  some 
tates,  where  these  State  laws  do  not  comply  with  the  provisic^ns  of 
le  Federal  act  the  mortgages  in  those  respective  States  would  be 
lore  or  less  circumscribed.  But  I  believe  that  is  one  matter  that 
lie  legislatures  of  the  several  States  will  fall  in  line  on.  If  such  a 
anking  system  is  authorized  they  are  going  to  get  together;  they  are 
oing  to  realize  the  necessity  of  doing  it,  just  like  the  national  banks 
ave  all  fallen  in  line.  A  great  many  national  banks  had  their 
[oubts  about  the  currency  bill,  and  some  of  them  said  they  would 
harter  under  State  law,  and  some  said  they  would  do  this  and  do 
hat,  but  you  will  find  that  most  all  of  them  came  in  under  the  act, 
md  I  believe  that  would  be  the  result  in  this  case. 

Mr.  Jones.  Should  not  the  States  stand  upon  their  own  merits? 
If  one  State  makes  the  bonds  more  saleable  by  certain  provisions  of 
liw,  should  it  not  have  the  advantage  of  the  rate  of  interest  which 
ieir  bonds  will  sell  for? 

Mr.  Morris.  They  would  have  it,  whether  you  would  confine  it 

Mr.  Jones  (interposing).  Then  a  neighboring  State  that  had  not 
iet  those  conditions  at  all,  should  not,  it  seems  to  me,  be  attached 
>  the  same  regional  bank  whose  credit  assists  that  neighboring  State 
»  float  its  bonds. 

Mr.  Morris.  Perhaps  the  regional  bank  will  not  take  them.    There 
nothing  in  the  law  that  is  going  to  make  it  mandatory. 
Mr.  Jones.  They  should  nave  a  regional  bank  that  would  take 

lem,  or  else  the  operation  of  the  law 

Mr.  Morris  (interposing).  I  do  not  know  but  what  it  would  be  a 
Dod  idea  for  the  regional  bank  to  say  to  that  State,  "  We  are  per- 
ictly  ready  to  handle  your  mortgages,  but  you  must  get  your  laws 
^t."  I  think  that  is  probably  one  of  the  ways  to  help  get  it. 
Mr.  Woods.  In  some  States  the  constitutions  would  have  to  be 
Kiended,  and  those  things  are  not  easily  done. 

Mr.  Bathrick.  How  could  you  say,  IVIr.  Morris,  that  if  you  liave 

regional  bank  covering  several  States  the  cost  of  money  may  be 
afferent  in  those  States? 

Mr.  Morris.  I  think  the  cost  might  be  cheaper  in  the  lon«r  run:  T 
bink  the  market  for  your  land-mortgage  debentures  would  bo  con- 
Herably  enhanced. 
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Mr.  Bathrick.  Do  you  think  the  cost  of  money  might  be  different 
in  one  of  those  several  States  than  in  another? 

Mr.  Morris.  Possibly,  but  I  think  it  is  only  a  question  of  a  short 
time  when  it  will  probably  be  uniform. 

Mr.  Bathrick.  It  occurs  to  me  that  if  the  regional  bank  is  to 
guarantee  a  land  mortgage  at  5  per  cent  in  one  State  and  7  per  oeoft 
in  another,  that  it  would  not  ^arantee  even  the  7  per  cent  unlea 
it  was  a  good  mortgage,  would  it? 

Mr.  Morris.  I  think  not. 

Mr.  Bathrick.  That  being  the  case,  and  they  can  sell  bonds  it 
5  per  cent  in  one  State,  why  can  they  not  sell  bonds  at  5  per  cent  for 
this  7  per  cent  mortgage  State  ? 

Mr.  Morris.'  That  would  depend  entirely  on  the  market.  If  they 
find  that  in  that  7  per  cent  State  they  can  sell  those  bonds  all  right 
and  there  is  no  prejudice  against  them — there  may  be  prejudice  in 
that  State  by  reason  of  its  lack  of  development  as  compared  with 
another  State — I  think  you  will  find  the  rate  decreased. 

Mr.  Bathrick.  Of  course  the  regional  bank  will  dispel  that  by 
reason  of  the  fact  that  they  are  guaranteeing  them. 

Mr.  Morris.  It  would  nave  a  tendency  to  uniform  the  rate  and 
cheapen  the  price  of  farm  money. 

Mr.  Bathrick.  You  say  it  would  cheapen  the  price  of  farm  land! 

Mr.  Morris.  It  would  cheapen  the  price  of  farm  money.    Wherett 
if  you  keep  it  in  one  State  each  neighboring  institution  may  feel 
that  each  State  regional  bank  ought  to  paddle  its  own  canoe,  and  I 
am  afraid  the  psycological  effect  would  be  that  each  State  regionJ 
bank  would  have  to  distribute  its  own  debentures,  and  after  all, 
finance  a  distribution  of  securities;  and  modern  finance  is  largely  i| 
matter  of  temperment,  and  I  am  sure  my  friend,  Mr.  Jones,  Trill' 
appreciate  that.     You  let  something  emanate  from  one  State,  some 
security,  where  they  have  not  the  proper  facilities  in  that  State  to 
handle  it,  and  let  it  go  into  another  State,  and  they  inquire  im- 
mediately, "AVliy  don't  you  handle  it  at  home?"     You  might  with 
more  or  less  success,  but  it  does  not  create  the  right  atmosphere. 

Mr.  Bathrick.  You  think,  then,  eventually,  this  regional  bankj 
by  reason  of  its  guaranty  and  its  stability,  would  create  a  market 
and  a  uniform  rate  for  these  bonds  in  all  the  States  which  it  covered! 

Mr.  Morris.  I  think  so.  I  think  that  would  be  largely  the  evolu- 
tion of  this  system. 

Mr.  Bathrick.  How  long  do  you  think  it  would  take  that  to 
transpire? 

Mr.  Morris.  That  is  a  very  difficult  question  to  answer,  but  it  tt 
not  so  far  in  the  future,  as  it  is  simply  a  question  of  getting  th 
market  educated  to  the  fact  that  a  mortgage  properly  apprai^  ii 
one  State  is  just  as  good  as  a  mortgage  appraised  in  another  Stat« 
even  though  the  development  of  one  may  not  be  as  far  advanced 
as  the  other,  and  they  will  take  that  into  consideration  when  thq 
make  their  appraisement.  There  is  no  reason  why  a  mortgage  thai 
is  good  in  T^xas  is  not  just  as  good  as  a  mortgage  from  Illinois.  Th 
only  reason  why  there  is  any  difference  in  the  interest  rate  is  th^ 
there  is  a  superficial  judgment  to  the  contrary.  A  re^onal  bad 
comes  along  and  it  includes  Texas  and  other  territory,  with  sufficiwil 
size  and  strength  and  capacity  behind  it,  so  that  when  they  certif| 
a  mortgage  from  Texas  every  investor  knows  that  it  is  just  as  gooc 
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^onal  bank's  certification  in  Illinois,  andyou  will  find  that 

will  gradually  approach  uniformity.    That  is  dependent 

re^onal's  ability  to  market.    They  may  have  a  live  wire 

linois  re^onal  bank  and  a  very  slow  one  in  the  Texas  re- 

nk,  and  if  he  sleeps  on  the  job  and  fails  to  float  his  land 

is  and  does  not  move  quick  enough,  you  will  find  that  the 

not  be  the  same  as  the  live  wire,  who  drives  them  out  of 

.THRiCK.  You  are  aware,  •!  presume,  that  the  only  reason  for 

^ral  legislation  on  the  i)roposition  at  all  is  the  conservation 

Iture  and  the  perpetuation  of  our  food  supply. 

3RRIS.  Yes;  that  is  the  underlying  fimdamental. 

\THRiCK.  You  believe  that  power,  then,  will  tend  to  make 

interest  rates  all  over  the  country  ? 

^RRis.  Yes. 

ATHRiCK.  Because  they  raise  food  in  the  West,  where  the 

gh,  as  well  as  in  the  East,  where  the  rate  is  low. 

lOMPSON.  Mr.  Chairman,  may  I  ask  a  question  ? 

:lkley.  Yes,  if  Mr.  Morris  does  not  object. 

EioMPSON.  My  question  has  a  direct  bearing  on  the  subject 

)re  the  committee  and  on  the  position  that  Mr.  Morris  has 

id  if  it  is  not  too  late,  I  would  like  to  present  it. 

ement  was  made  as  to  the  rates  of  interest  in  the  several 

hewing  a  discrepancy  or  variation  of  rates  between  Colo- 

iho,  IN^braska,  and  lowaj  and  then  that  statement  has  been 

by  the  statement  that  it  would  be  desirable,  possibly,  to 
!  interest  rates  in  order  to  avoid  wide  discrepancy  in  rate 
IS.  I  was  going  to  ask  what  he  would  do  in  the  case  of  a 
e  Minnesota,  where  in  the  extreme  north-central  part  you 
Lve  mortgage  loans  varying  from  those  of  the  extreme  south- 
of  the  same  State  by  3  or  4  per  cent. 

ORRIS.  Do  you  mean,  what  would  the  State  authorities  do 
:ases  ? 

joMPSON.  Yes. 

ORRIS.  That  is  up  to  my  friend  Mr.  Jones  to  answer. 
''gods.  The  mortgage  rates  might  be  different,  but  the  taxa- 
le  same.    That  would  tend  to  clarify  that. 
[orris.  Mr.  Jones,  how  would  you  handle  that  situation  in 
)entures  you  were  talking  about? 

)NE8.  We  have  the  same  conditions  in  Colorado.  Our  rates 
m  2  to  3  per  cent  throughout  the  State.  It  is  much  easier 
late,  however,  than  it  would  be  between  States,  and  I  have 
b  but  what  if  you  had  a  State  unification  of  land-mortgage 
I  rate  would  be  uniform  throughout  the  entire  State. 
orris.  Carry  that  a  little  further,  and  do  you  not  think  that 
ad  two  or  three  contiguous  States  you  could  accomplish  the 
ult? 

ONES.  Yes;  if  you  could  get  the  uniform  laws  throughout 
f  erent  States  regarding  the  bonds  of  which  I  spoke  a  moment 

same  as  you  can  get  them  in  one  State  covering  different 

[orris.  That  would  be  a  difficulty  that  would  have  to  be  over- 
it  I  believe  the  result  would  justify  the  effort 
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Mr.  Jones.  As  I  understand  vour  position  you  believe  it  would 
assist  in  accomplishing  that  result? 

Mr.  Morris.  I  do.  Understand  me.  I  am  not  absolutely  op[>09ed 
to  a  State  regional  bank,  but  in  practice  I  do  not  believe  you  are 
going  to  get  nearly  the  desired  result  that  you  would  out  of  the 
regional  faink. 

Mr.  Platt.  You  are  up  against  State  constitutions  in  a  gretl 
many  cases. 

STATEMENT  OF  T.  CXTSHIHO  DANIEL,  OF  WASHINOTON,  D.  C. 

Mr.  BuLKLEY.  Will  you  please  state  for  the  record  your  full  name, 
residence,  and  occupation  ? 

Mr.  Daniel.  My  name  is  T.  Gushing  Daniel;  formerly  of  Virginia: 
now  of  Washington,  D.  C. ;  1416  F  Street  is  my  city  address. 

Mr.  BuiiKiiEY.  Mr.  Daniel,  you  are  a  financial  writer,  are  you  not! 

Mr.  Daniel.  Yes ;  before  presenting  my  views  to  your  committee, 
I  deem  it  only  proper  to  state  my  qualifications  for  so  doing. 

I  am  the  author  of  Eeal  Money  versus  Bank  Credit  as  a  Substitute 
for  Money,  published  in  1911,  and  of  The  High  Cost  of  Living: 
Cause — Remedy,  published  in  1912.  copies  of  these  books  were  seDt 
to  Hon.  Woodrow  Wilson  and  William  J.  Bryan  when  published. 

The  author  brings  to  the  solution  of  this  important  economic 
problem,  first,  experience  on  a  farm,  then  years  of  experience  in  com- 
mercial life  in  New  York  and  other  sections  of  the  country,  the  study 
of  law,  familiarity  with  all  the  financial  legislation  of  Congress  on 
money,  the  debates  and  records  of  all  the  international  conferences 
on  money  since  1867,  and  the  study  of  all  the  leading  economists  on 
the  subject,  supplementing  these  advantages  in  recent  years  by  per- 
sonal investigation  of  the  money  systems  of  foreign  countries. 

After  years  of  independent  study  and  investigation  of  economic 
problems  I  was  satisfied  that  the  evil  underlying  all  our  troubles 
was  an  absolutely  false  money  system — I  had  great  hopes  that  the 
incoming  Democratic  administration,  led  on  by  Woodrow  Wilson, 
would  solve  the  money  question  upon  a  sound  economic  basis  in  the 
interest  of  all  the  people.  When  I  read  the  first  draft  of  the  regional 
bank  bill,  in  which  it  was  suggested  that  these  regional  banks  should 
issue  their  notes,  I  addressed  the  following  letter  to  President  Wil- 
son and  sent  a  copy  of  it  to  Mr.  Bryan,  Secretary  of  State : 

Ocean  Deck  Apartments. 
Atlantic  City,  N,  J„  May  S.  191S. 
Woodrow  Wilson, 

President  of  the  United  States, 

Sib:  The  Republican  Party  has  foisted  upon  this  country  the  English  scbeae 
of  "  banks  of  issue  "  with  the  present  result. 

In  the  present  critical  stage  of  American  development  I  would  call  yow 
attention  to  the  following  maxim  of  the  '*  money  lenders  "  of  the  Old  WorM^ 
**  Let  us  control  the  money  of  a  country,  and  we  care  not  who  makes  Its  burt." 

Those  who  favor  the  continuance  of  banks  of  issue  in  this  country  are  to  be 
classified  in  history  with  John  Sherman  and  Nelson  W.  Aldrlch  and  the  nMOCf 
power. 

It  makes  no  difference  whether  it  is  done  under  the  name  of  the  si>-calJid 
national  reserve  association  of  the  United  States  or  "  regional  banks.**  as  now 
suggested  by  CJongress. 

The  issue  is  at  last  squarely  drawn,  and  the  Democratic  Party  will  stullUir 
and  absolutely  discredit  itself  if  it  indorses  banks  of  issue  in  any  form. 


Digitized  by 


Google 


BURAL  CBEDIT8.  765 

The  majority  of  the  6,500,000  men  who  voted  for  Bryan  believed  that  the 
suing  of  the  money  was  a  Government  function.  The  4,000,000  men  who  voted 
»r  Roosevelt  in  1912  voted  on  the  money  plank  of  his  platform,  which  declared 
the  issuing  of  money  to  be  a  Government  function/* 

An  organization  of  the  Socialist  Party  in  Chicago  has  declared  that  the  issue 
t  money  should  be  by  the  Government. 

The  Democratic  Party,  from  the  days  of  Thomas  JefiTerson,  has  declared  in 
aver  of  the  Government  issue  of  money  and  against  banks  of  issue.  The  CJon- 
titution  of  the  United  States  unequivocally  provides  for  the  Government  alone 
BsuiDg  money. 

I  presented  the  side  of  the  i)eople  in  the  hearings  before  the  Banking  and 
iJurreucy  Committee  after  the  panic  of  1907,  and  expect  at  an  early  date  to 
nake  a  statement  before  the  Banking  and  Currency  Committee  of  the  Senate. 
:  regret  very  much  not  being  able  to  confer  with  you  on  this  subject  in  the  in- 
terest of  the  people  as  requested  in  my  letter  of  April  22,  1913. 
With  great  respect, 

T.  CuBHiNG  Daniel. 

Upon  my  return  to  Washington,  I,  attending  the  hearings  before 
ie  Banking  and  Currencj^  Committee  of  the  Senate,  and  realizing 
ie  kind  of  bill  the  administration  had  indorsed  and  was  then  put- 
ing  through  the  Senate,  wrote  the  following  letter  to  President 
Wilson  [reading] : 

Washington,  D.  C,  November  25,  1913. 
^ooDBOw  Wllson,  President  United  States, 

Hut :  The  people  of  the  United  States  have  never  indorsed  an  asset  currency. 
No  political  party  in  the  United  States  has  ever  suggested  in  its  platform 
te  issuing  of  an  asset  currency.    The  whole  record  of  the  Democratic  Party 

In  direct  opposition  to  the  pernicious  theory  underlying  the  issuing  of  asset 
urency. 

The  issuing  of  bank  credits  as  a  substitute  for  money  in  the  United  States 
Id  Europe  has  caused  such  inflation  as  to  expose  and  absolutely  destroy  the 
dialled  gold  standard  of  values. 
In  Document  15,  hearings  before  the  Committee  on  Banking  and  Currency, 

2539.  the  writer  conclusively  demonstrates  that  there  is  no  such  thing  as  a 
^Id  standard. 

In  section  29  of  the  pending  bill,  if  passed  by  Congress,  the  Democratic  Party 
Ul  absolutely  reverse  and  stultify  itself  by  indorsing  an  economic  absurdity, 
Id  something  that  does  not  exist,  after  having  opposed  it  for  over  40  years. 
Mr.  President,  if  you  or  Mr.  Bryan  had  taken  the  people  into  your  confidence. 
Id  had  stated  that  you  were  in  favor  of  an  asset  currency,  and  of  the  Govem- 
fisit  issuing  debts  instead  of  dollars  as  money,  as  provided  in  this  bill,  neither 
onld  have  received  the  support  of  the  people  of  this  country. 
The  issuing  of  real  money,  for  which  a  valuable  considerjitiou  is  given,  and 
)t  debts  redeemable  in  gold,  is  a  Government  function,  as  provided  in  the 
onstitution  of  the  United  States. 

No  incorporated  banking  institutions  with  stock  issues  are  necessary  as  a 
mdition  precedent  to  the  Government's  exercising  tbis  highest  act  of  sov- 
^etgnty — ^to  creat  and  issue  money — in  the  interest  of  all  the  people.  Salmon 
.  Chase,  ex-Secretary  of  the  United  States  Treasury,  fully  realized  this,  and 
lid: 

"My  agency  in  procuring  the  passiige  of  the  national-bank  act  was  the  mis- 
ike  of  my  life.  It  has  built  up  a  monoi)oly  that  affects  every  Interest  in  the 
rantry.  It  should  be  repealed.  But  before  that  can  be  accomplished,  the 
9ople  will  be  arrayed  on  one  side  and  the  banks  on  the  other  in  a  conflict  such 
t  we  have  never  seen  in  this  country." 

In  the  light  of  experience  and  present  conditions,  it  is  as  plain  as  the  noon- 
Isj  sun  that  if  the  people  are  now  forced  into  partnership  again  with  this  con- 
Icted  Money  Trust  and  those  responsible  for  it,  as  contemplated  in  this  bill 
[8.  2639),  it  can  and  will  produce  nothing  but  disaster. 

Bank  credit  inflation  has  swamped  the  so-called  gold-standard  theory  until 
ivery  man  of  ordinary  intelligence  can  now  see  the  economic  fraud  that  has 
IDd  is  now  inflicting  untold  loss  and  suffering  uix)n  the  people. 

The  world's  gold  supply  shows  the  cause  of  the  money  crisis  to  be  world- 
wide. 
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Debts  of  the  world  specifically  payable  in  gold  over  100  billions  of  dollan^ 
while  the  total  gold  money  in  the  world  is  about  7  billions,  or  less  than  7  centi 
on  the  dollar. 

The  annual  increase  of  gold  in  the  world  during  the  last  six  years  has  bea 
only  $9,967,500.     (See  p.  302,  Director  Mint,  1912.) 

The  world's  annual  production  of  gold  has  increased  since  1906  from  $i42.- 
476,900  in  that  year  to  $462,335,000  in  1912,  or  $19,835,000,  only  $4,958,750  per 
annum  for  the  whole  world.  In  the  meantime  the  net  imports  of  gold 
by  India  has  risen  from  $56,346,699  during  the  British  fiscal  year  endinf 
March  30,  1908,  to  $134,409,087  during  the  fiscal  year  ending  March  30,  1912. 

The  importation  of  India  last  year,  plus  the  world's  industrial  consamptioii 
was  $57,353,250,  more  than  half  the  world's  production,  leaving  only  $173,* 
814,247  for  tiie  monetary  use  of  the  world. 

The  Director  of  the  Mint,  in  his  last  report,  1912,  states :  "  Indians  bohUnr 
of  gold  steadily  increases  and  is  retired  from  monetary  use  and  from  the  world*! 
available  supply,"  and  says,  "At  this  writing  it  seems  probable  that  imports  of 
1912-13  will  equal  and  possibly  exceed  those  of  the  preceding  year." 

He  then  states :  "It  can  not  be  sjifely  predicated  on  the  strength  of  present 
conditions  in  the  pilncipal  gold  fields  of  the  world  that  the  production  of  pM 
will  materially  increase  in  the  next  10  years." 

Mr.  Wexler,  the  leading  representative  of  the  American  Bankers'  Assoeii- 
tlon,  makes  the  following  admission  before  the  Banking  and  Cnrrency  Oo» 
mlttee  of  the  Senate : 

**  Mr.  Wexlee.  ♦     ♦     *     In  other  words,  we  have  not  been  able  to  find 
we  are  going  to  get  gold  enough  to  carry  the  reserves  that  are  necessary. 

"Q.  Now,  if  the  faith  and  credit  of  this  big  institution  (the  central 
bank)  ever  became  seriously  impaired.  It  might  have  to  get  up  gold  very  quickly, 
might  it  not? — A.  Well,  of  course,  if  the  people  lost  confidence  in  the  not* 
issue  and  everybody  came  to  the  window  and  demanded  the  amount  in  gold,  it 
would  require  a  general  liquidation  of  credit  of  all  the  notes  of  eyeryMj 
which  the  bank  had,  and  the  system  would  break  down." 

*****  *  • 

"A.  Suppose  that  you  had  been  required  to  sell  $100,000,000  of  bonds  in  tbe 
last  six  months  for  the  purpose  of  bringing  gold  into  this  country.  Ton  coold 
not  have  sold  them  in  any  civilized  country  In  the  world,  except  at  a  tremett- 
dous  discount,  because  all  of  the  commercial  nations  of  the  world  were  beg- 
ging each  other  for  gold." 

The  report  of  the  Director  of  the  Mint,  1912,  page  302,  shows  that  from  1906 
to  1912  the  total  increase  of  gold  in  our  monetary  system  has  been  only 
$59,805,000. 

The  debts  specifically  payable  in  gold  have  been  created  amounting  to  not 
less  than  $12,000,000,000. 

The  total  amount  of  gold  money  in  the  United  States  in  1912  was  $1,61W88,- 
976.     (Report  of  the  Director  of  the  Mint,  1912,  p.  243.) 

Nonlegal-tender  notes,  redeemable  on  demand  in  gold,  $1,822,631,739. 

Debts  specifically  payable  in  gold,  not  less  than  $^,000,000,000. 

In  the  face  of  this  imi)os8ible  condition  it  is  now  proposed  to  issue  an  ••< 
currency  of  hundreds  of  millions  of  dollars  redeemable  in  gold.  And  under 
section  29  of  the  bill  pledges  the  American  people  to  maintain  these  gold  pif 
ments  to  the  extent  of  issuing  bonds  to  get  the  gold  to  meet  the  demand  co» 
Ing  from  this  mountain  of  debts  for  which  gold  can  be  required. 

I  would  ask,  What  right  has  the  Government  to  pledge  the  i>eople  to  do  tUl 
impossible  and  ruinous  thing,  and  place  them  absolutely  at  the  mercy  of  ^ 
money  lenders  and  manufacturers  of  debts? 

The  banking  corporations  now  have  $881,936,455  of  this  gold  in  their  pot- 
session,  and  $930,005,284  of  creilit  currency  Immediately  convertible  into  goli 
This  will  more  than  absorb  the  entire  amount  of  gold  in  the  money  systenul 
the  United  States,  when  there  Is  a  demand  for  gold. 

Is  it  reasonable  or  just  to  pledge  the  people  to  maintain  gold  payments  nndtf 
thl«  condition? 

Europe  holds  enough  American  securities  to  exhaust  our  gold  supply  bj  i»- 
loading  them  on  the  market.  Is  it  just  to  pledge  the  people  to  maintain  goll 
payments  when  this  occurs? 

Debts  specifically  payable  in  gold  in  the  United  States,  not  less  than  • 
billions  of  dollars. 
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Total  amount  of  Rold  money  in  the  United  States,  $1,616,538,976.  Only 
dough  to  pay  4  cents  on  the  dollar. 

Is  it  any  longer  rational  to  pledge  the  people  to  maintain  gold  payment — 
ader  the  fraudulent  pretext  of  maintaining  the  parity  of  our  dollars  and  the 
>-called  gold  standard  of  values — a  thing  that  does  not  exist? 
Upon  this  fblse  and  fraudulent  gold-basis  system,  it  is  now  estimated  that 
le  banking  corporations  of  the  world  have  created  out  of  bank  credits  as  a 
ibstitute  for  money  about  60  billions  of  debt  against  the  people.  Do  you 
ot  consider  it  time  to  stop  this  bank-credit  inflation  that  requires  money 
*oxn  the  borrowers  that  is  not  in  existence,  and  that  the  Government  should 
c^rcise  its  sovereign  power  and  issue  full  legal  tender  dollars  into  the 
loney  system  of  the  United  States? 

In  legislation  on  money  you  deal  with  the  highest  attribute  of  sovereignty  of 
bis  great  people.  The  Constitution  provides  that  "  Ck)ngress  shall  coin 
create)  money  and  regulate  the  value  (quantity)  thereof."  This  means 
Qoney  and  not  asset  currency  or  debts  redeemable  in  gold,  the  quantity  of 
7hich  is  measured  only  by  the  debts  that  the  banks  can  manufacture  against 
he  people  by  rediscounting  debts  already  held  against  them.  This  currency 
B  farmed  out  to  banking  corporations  already  burdened  with  interest  charges, 
which  the  borrower  eventually  pays.  This  is  done  in  order  that  banking  cor- 
porations may  multiply  more  debts  with  higher  interest  charges  upon  an 
already  overburdened  people. 

At  fills  time  to  multiply  more  debts  upon  the  people  by  the  Government 
Issaing  an  asset  currency  in  partnership  and  cooperation  with  these  banking 
corporations,  redeemable  in  gold,  would  be  the  monumental  fraud  .and  absurdity 
of  the  age. 

Mr.  President,  allow  me  to  say  that  nothing  but  deep  concern  for  the  people 
tad  the  future  of  this  country  prompts  this  frank  statement  of  the  facts  here 
presented. 

Very  respectfully,  T.  Gushing  Daniel. 

P.  S.  Those  who  control  the  money  of  the  banks  will  control  the  so-called 
Sovemment  banks.    The  officials  become  mere  figureheads,  mere  employees. 

Mr.  BuLKLEY.  Mr.  Daniel,  you  understand,  do  you  not,  that  we  are 
Uscussing  the  subject  of  rural  credit,  and  the  matter  of  the  gold 
tandard  is  not  before  us  at  this  time. 

Mr.  Daniel.  That  is  the  basis  of  the  whole  system,  you  know. 
"t  is  useless  to  discuss  the  superstructure  unless  we  get  the  founda- 
ion  properly  laid. 

Mr.  BuLKLEY.  I  would  like  to  suggest  that  you  confine  your  re- 
oarks  to  questions  relevant  to  the  subject  matter  we  have  under  con- 
ideration. 

Mr.  Daniel.  Mr.  Chairman,  in  the  interest  of  the  American 
farmer,  I  object  to  this  constant  reference  to  the  rural-credit  systems 
>f  the  practically  bankrupt  countries  of  Europe  as  examples  ior  the 
guidance  or  adoption  of  any  such  scheme  in  this  Eepublic. 

This  was  the  plan  adopted  by  the  National  Monetary  Commission, 
beaded  by  Aldrich,  to  divert  the  attention  of  the  people  from  the 
Preconceived  Aldrich  Money  Trust  bill  subsequently  indorsed  by  this 
^mmission,  and  introduced  in  Congress. 

There  is  nothing  new  in  these  Fletcher-Moss  bills  (S.  4246  and 
3.  E.  12585)  to  establish  national  farm-land  banks  indorsed  by  the 
idministration.  This  system,  previously  framed  up,  was  described 
Dy  President  Taft  long  before  Woodrow  Wilson  was  nominated  as 
[resident  of  the  United  Stntes. 

President  Taft  in  his  speech  before  the  Bankers'  Association  of 
ffew  York,  in  the  summer  of  1912,  stated  that  he  knew  nothing  about 
lie  money  question,  yet  in  the  same  speech  he  indorsed  the  Aldrich 
Ifoney  Trust  biU  then  pending  in  Congress.    Also  in  the  summer  of 
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1912  he  committed  himself  to  the  foreign-bank  credit  system  for 
agricultural  loans  as  follows : 

As  n  later  step,  I  favor  the  enactmeut  of  laws  by  €k>ngre8S  permitting  tkt 
organization  of  national  hiud-mortgage  bank.s  to  be  operated  under  ttrtet 
Government  supervision,  with  power  to  guarantee  and  market  the  goannt«ed 
debenture  bonds  of  the  State  land-mortgage  banks  or  cooperative  9od^ 
ties.  *  *  *  Such  assumption  is  the  essential  precedent  for  obtaining  tk 
confidence  of  American  as  well  as  of  the  Euroi)ean  investing  i»ublic. 

We  find  in  the  Republican  and  Democratic  platforms  an  indoia- 
ment  of  an  investigation  of  the  rural-credit  societies  and  corpon- 
tions  in  foreign  countries,  and  that  national  banks  be  allowed  to  lotn 
money  on  real  estate.  What  does  all  of  this  mean?  Are  the  peopk 
to  be  fooled  and  further  plundered  by  credit  substitutes  for  money, 
and  the  enlargement  of  the  powers  of  banks  of  issue — in  this  coun- 
try— under  the  pretext  of  helping  the  farmers?  The  nwney  power 
having  manufactured  debts  on  everything  else  in  sight  are  now  turn- 
ing their  attention  to  the  American  farmers. 

If  they  can  work  their  credit  money  scheme,  and  manufacture 
interest-earning  mortgages  and  bonds  on  the  farm  lands  of  this 
country,  indorsed  or  guaranteed  by  the  Government,  it  would  be 
equivalent  to  increasing  the  national  debt  so  far  as  the  obligation  to 
pay  is  concerned ;  and  at  the  same  time  have  the  farmers — the  greit 
producers  of  this  country — mortgaged  for  all  time  to  the  nonpro- 
ducers,  and  foreign  and  domestic  bond  dealers.  Or  if  the  holdoi 
of  the  farm  mortgages  or  debenture  bonds  preferred  to  own  the 
farms  the  operation  would  be  described  a3  follows:  The  credit  so- 
ciety or  bank  would  loan  the  farmer  its  credit,  and  the  fannos 
mortgage  would  become  an  asset  of  the  credit  society,  which  would 
lend  another  farmer  upon  the  basis  of  the  first  farmer's  mortnge  m 
an  asset.  A  small  amount  of  cash  would  thus  create  a  pile  of  mort- 
gages, each  drawing  interest,  and  no  corresponding  increafle  in 
money  whatsoever  to  pay  them.  It  would  then  only  be  necesBuy 
for  these  credit  corporations  to  contract  the  currency,  call  in  fm 
loans,  foreclose  their  mortgages,  and  own  the  farms.  On  the  other 
hand  under  the  operation  of  a  direct  loan  of  money  by  the  Gofnror 
ment,  the  mortgages  given  by  the  farmers  would  be  held  by  tht 
Government,  thus  the  expenses  are  reduced  to  a  minimum,  and  the 
interest  paid  applied  to  reducing  the  taxes  of  the  people  until  the 
mortgage  was  paid  bv  the  farmer. 

In  other  words,  the  Government  would  lend  them  legal-teoder 
money  that  would  then  be  in  existence  and  available  to  pay  d«bti 
instead  of  a  bank's  credit,  that  vanishes  into  thin  air  almost  as  sM 
as  the  debt  is  made.  It  should  be  always  borne  in  mind  that  altboi^ 
a  loan  is  created  by  a  "  bank  credit "  it  has  to  be  paid  by  the  bor- 
rower in  mony,  and  there  is  no  corresponding  amount  of  money  in  tsr 
istence  to  pay  it. 

On  the  other  hand,  the  Government  would  pay  out  the  real  moB^ 
to  correspond  with  every  loan  made,  and  this  money  would  be  aft* 
able  in  order  that  the  debtors  could  pay  their  debts. 

Under  prosperous  conditions  brought  about  by  real  money  bdnf 
put  into  circulation  and  in  a  few  years  under  this  system  the  htmr 
ers  would  gradually  pay  off  their  mortgages,  and  have  enough  ciih 
to  their  credit  in  bank  to  carry  them  through  a  bad  season.  Tit 
other  plan  assumes  that  the  farmer  must  always  be  in  debt  and  never 
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ce  any  money  to  his  credit  in  the  bank.    This  construction  I  con- 

.er  economically  unsound  and  dangerous  to  the  best  interests  of  the 

nners. 

If  I  were  not  acquainted  with  the  hopeless  poverty  and  suflfering 

the  people  in  European  countries,  I  mi^ht  be  more  tolerant  of 
ese  suggestions  and  references  to  foreign  banldng  systems. 
Mr.  Moss,  of  Indiana,  who  introduced  the  bill  now  being  consid- 
^,  admits  that  the  women  do  most  of  the  work  on  the  farms  in 
iQTope  and  that  the  girls  are  made  prematurely  old  thereby. 

I  will  now  quote  from  a  reliable  authority,  the  National  Real 
irtate  Journal,  of  December  27,  1913 : 

House  owners  are  steadily  decreasing  according  to  the  National  Real  Estate 
wmal.  A  hundred  years  ago  70  per  cent  of  all  Berllners  owned  their  own 
Qies.    Now  only  12  per  cent  do  so. 

[Reading :] 

Berlin,  November  13. 
The  report  of  the  Public  Weal  Society,  organized  for  the  relief  of  distress 
oog  the  poor,  reveals  a  surprising  state  of  affairs  In  189  German  towns. 
X)iding  to  the  report,  35,000  children  habitually  went  breakfastless  to  school, 
lie  of  the  total  children  5  per  cent  were  sent  to  bed  each  night  supperless 
I  hnngry.  Not  less  than  96,000  children  had  to  be  fed  by  the  public  assist- 
se  committee  and  requiring  an  outlay  of  $150,000,  a  sum  insufficient  by  far 
cope  with  the  distress. 


London,  December  25. 
CThe  London  County  Council  approved  an  extra  expenditure  of  $125,000  for 
^Tiding  free  2^ent  and  3-cent  meals  to  necessitous  school  children  whose  par- 
:«  are  unable  to  feed  them.  This  supplementary  vote  will  bring  the  money 
pended  for  this  purpose  by  the  end  of  the  financial  year  1909-10,  March  31, 
to  over  1311,000  instead  of  $150,000,  which  it  was  estimated  would  be  suffi- 
nt 
rhe  number  of  free  meals  supplied  In  1909  was  7,700,000. 

Mr.  Chairman,  instead  of  being  precedents  worthy  of  imitation 

B  whole  European  money  system  should  be  held  up  as  a  horrible 

■mple  to  be  avoided  by  this  Republic    Economic  failure  is  writ- 

i:upon  the  future  of  European  countries  so  plain  that  any  man  who 

0WS  their  condition  can  not  fail  to  realize  it 

Ifr.  Chairman,  we  should  no  more  pattern  our  monetary  system 

ter  that  of  Europe  than  rewrite  the  Constitution  of  the  United 

Bteg  to  conform  to  the  monarchies  of  Europe. 

Mother  objection  is  the  great  expense  attached  to  the  proposed 

item. 

rhe  expense  of  the  national  banks  as  a  tax  upon  the  circulating 

dium  of  exchange,  and  paid  by  the  people  to  maintain  the  system, 

now  absolutely  unreasonable  and  unjustifiable. 

Hie  report  of  the  Comptroller  of  the  Currency  for  1912,  at  pace  18, 

ties  that  the  charges  against  gross  earnings  (expenses)  wer  $300,- 

Jj64:6,  or  66.48  per  cent. 

rhis  is  for  national  banks  alone.    Apply  the  same  rate  of  expense 

all  these  banlra,  viz,  25jl95,  in  the  United  States  and  the  expenses 

U  amount  to  over  a  billion  of  dollars  a  year. 

\s  the  total  amount  of  currency  in  actual  circulation  or  doing  the 

rk  of  money  is  only  $1,720,000  (see  Report  of  the  Comptroller, 

12,  p.  9) ,  it  IS  shown  that  in  order  to  use  this  amount  of  currency 
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as  a  medium  of  exchange  the  people  are  taxed  for  the  expense  of  the 
banks  handling  it  over  a  billion  dollars  a  year. 

This  bein^  the  case,  can  it  be  justified  or  satisfactorily  explained 
to  the  people  why  the  circulating  medium  of  exchange  should  be 
taxed  with  another  tremendous  expense  by  a  system  of  regional 
banks  and  a  central  reserve  board  and  all  the  incidental  expenses  thit 
such  a  system  will  place  upon  the  circulating  medium  of  exchange 
of  the  people  of  the  United  States  that  they  must  eventually  pay  t 

In  the  Fletcher-Moss  bill  it  is  further  proposed  to  establish  an- 
other system  of  farm-land  banks  in  all  the  States  of  fhis  Union,  this 
entailing  another  enormous  and  unnecessary  expense  upon  the  pec^ 
for  the  use  of  a  circulating  medium.  Under  sudi  a  system  how  can 
the  people  ever  get  the  use  of  money  at  fair  or  low  rates  of  interest! 

Ail  this  unjustifiable  expense  could  be  saved  by  the  €k>venunent 
issuing  directly  its  legal-tender  money  and  receiving  a  valuable  con- 
sideration for  it  or  its  use,  instead  of  issuing  it  indirectly  as  a  credit 
substitute  through  banking  corporations. 

Farm  loans  could  be  made  through  the  postal  savings  banks.  Local 
appraisements  made  for  the  lands  offered  as  security  and  reporting 
to  the  agent  of  the  Government,  just  as  proposed  in  tlie  bill  now 
being  considered  by  tiiis  committee.  Under  tnis  plan  the  borrower 
could  obtain  real  money  from  the  Government  that  would  be  in  ex- 
istence and  go  into  the  channels  of  trade,  thus  increasing  the  volume 
of  money  available  for  debtors  to  pay  their  debts. 

In  place  of  a  credit  substitute  for  money,  viz,  bank  credit,  that 
fades  out  of  existence  when  checks  are  drawn  against  it,  are  matdied 
in  a  clearing-house  exchange  or  charged  up  on  the  crop  accounts  of 
the  bank's  ledger. 

In  making  the  loan  direct  the  Government  gets  the  interest  on  the 
farm  mortgages  until  they  are  paid,  and  can  thus  reduce  the  taxes 
of  the  people. 

Under  the  national  land-mortgage  and  rural-credit  scheme  pro- 
posed, when  these  farm  loans  are  made  indirectly  throu^  banking 
corporations  and  the  clearing-house  operation  used,  enabling  them  to 
furnish  their  "  bank  credits  "  as  a  substitute  for  money,  the  debte 
in  the  aggregate  become  absolutely  unpayable,  as  there  is  no  cone- 
sponding  amount  of  money  in  existence  to  pay  them. 

These  mortgages  become  the  basis  or  security  of  debenture  booda. 

{)ractically  indorsed  by  the  Government,  made  long-time  investmotfii 
ike  railroad  bonds,  dealt  in  and  manipulated  by  bankers,  the  inteifit 
payable  to  foreign  and  domestic  dealers  in  debts  and  bonds. 

This  system  is  based  upon  the  European  plan  of  capital's  contit4 
of  labor. 

The  word  ^^ capital"  is  generally  misapplied  and  misunderstood. 
It  is  not  money  but  a  fictitious  substance  Known  as  ^  bank  crcdil,* 
created  and  used  by  bankers  in  creating  interest-bearing  debts  apQa 
the  people. 

From  the  best  calculations  that  are  obtainable,  take  into  considera- 
tion the  national  debts,  the  municipal  debts,  the  corp<H^te  debts,  aid 
the  real  and  personal  debts  of  the  people  of  the  United  Statea,  ii 
figured  in  the  neighborhood  of  $90,000,000,000.  Upon  a  5  par  eert 
basis  this  would  mean  $4,500,000,000  annually. 
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3  can  be  paid  in  only  one  of  two  ways:  Either  by  adding  it  to 
st  of  the  things  the  people  buy  or  use,  or  by  reducing  the  rate 
ges  that  produce  them. 

>  therefore  a  mathematical  certainty  unless  the  system  of  mann- 
ing unpayable  debts  is  stopped,  it  eventually  means  repudia- 
:or  the  simple  reason  that  the  net  earnings  of  all  the  labor  in 
)untry  are  no  longer  sufficient  to  carry  these  charges. 
3  int^esting  to  know  how  these  debts  have  been  manufactured 
the  people  of  this  country.  In  1854  there  were  50  banks  in  the 
f  New  York  with  a  capital  of  $47,000,000.  They  establisheed 
t  time,  outside  of  the  money  system  of  this  country,  what  is 
1  as  the  "  clearing-house  "  process.  This  enabled  them  at  that 
;o  pay  incoming  checks  upon  these  banks  amounting  to  $20,- 

0  with  only  $1,000,000  of  money,  which  was  not  paid  to  any 
rs  of  the  cnecks,  but  simply  divided  among  the  banks  as  their 
;es  appeared. 

s  business  has  grown  to  an  enormous  amount  until  the  daily 
igs  in  New  York  amount  to  $319,000,000,  and  this  is  settled 
ibout  $16,000,000  in  currency,  divided  among  the  banks. 

1  matter  of  fact,  when  Mr.  Morgan  and  the  great  financiers  of 
Tork  manipulate  the  underwriting  of  bonds  and  stocks  they 
re  the  necessary  amount  of  cash  as  a  basis  of  the  operation,  as, 
istance,  the  United  States  Steel  Corporation  is  required  to 
a  cash  deposit  with  the  Morgan  banks  of  $75,000,000.  That 
0,000  in  cash  as  a  basis  would  take  care  of  the  underwriting 
issue  of  more  than  $400,000,000  in  bonds  and  stocks,  under  the 
ion  of  the  clearing-house  system  of  matching  of  checks. 

3  shown  by  the  Comptroller  of  the  Currency  that  with  only 
,000,000  of  actual  money  in  all  the  25,195  banks  in  the  United 

they  have  multiplied  debts  against  the  borrowers  amounting 
,000,000,000. 

whole  thing  resolves  itself  into  a  plain  demonstration  of  mis- 
iment  as  applied  to  the  most  resourceful  and  productive  country 
[•th,  and  if  continued  will  result  in  industrial  revolution  or 
iation. 

mm  uj) :  With  $134,000,000  of  national  wealth,  we  have  already 
d  90  billions  of  dollars  of  debts. 

ny  study  of  the  question  of  money,  the  greater  portion  of  this 
;ion  comes  from  the  idea  that  we  are  getting  foreign  capital. 
Pten  hear  it  stated  that  in  England,  or  in  Europe,  they  have 
ulated  a  great  deal  of  capital.  Now,  as  a  matter  of  fact,  no- 
ever  sees  any  European  capital  in  this  country.     What  we 

borrow  is  a  bank's  credit,  which  is  a  fictitious,  nonexistent 
\  And  old  England  has  worked  the  clearing-house  operation, 
i  at  the  crossroads  of  the  trade  of  the  world,  and  mortgaged 
countries  by  the  process;  and  the  international  bankers  have 
sd  the  same  process  in  regard  to  the  United  States. 

Chairman,  if  you  think  it  would  be  an  economy  in  time,  this 
randum  that  I  have  could  be  printed  without  the  trouble  of 
ading  it. 

BuLKLET.  Well,  you  may  submit  that,  and  we  can  look  it  over 
ecide  whether  it  ^ould  be  printed  or  not. 

Daniel.  "  Let  us  control  the  money  of  a  country  and  we  care 
ho  makes  its  laws."  This  is  the  maxim  of  the  house  of  Bot^- 
,  and  is  the  foundation  principle  of  European  banks*  If  acoxintx^ 
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and  its  people  are  mortagaged  for  the  assessed  value  of  their  prop- 
erty,  and  the  bankers  control  the  money,  the  bondholders  and  not 
the  people  own  that  country.  It  makes  no  difference  whether  yon 
call  it  a  republic  or  a  monarchy.  The  people  can  never  be  free  ^  is 
the  borrower  is  the  servant  of  the  lender." 

As  the  banking  and  currency  bill  that  passed  the  extra  session  of 
Congress  is  the  basis  upon  which  the  bill  now  before  this  c<»nmitt«e 
will  depend,  it  should  first  be  taken  into  consideration^  and  the  people 
of  this  country  should  know  the  genesis  of  this  Federal  reserve  act 
establishing  this  new  money  system  in  the  United  States. 

The  Federal  reserve  act  as  passed  by  Congress  did  not  originate 
with  the  people.  *  The  influence  of  the  money  power  framed  tl5  bill 
and  it  is  acknowledged  to  be  a  banker's  bill. 

As  an  evidence  of  this  I  quote  from  the  hearings  before  the  Senate 
Committee  on  Banking  and  Currency,  referring  to  the  testimony  of 
H.  Parker  Willis,  this  advocate  of  the  so-called  exploded  ^Id  stan- 
dard theory,  an  expert  on  money,  who  gives  a  fair  indication  of  his 
qualifications  as  a  go-between  and  expert  adviser  to  the  President 
of  the  United  States  and  the  Banking  and  Currency  Committee  of 
Congress,  in  the  following  statement  of  his  economic  calculations 
on  money: 

Senator  Reed.  Well,  js  it  not  true,  'is  a  matter  of  finauciiil  biw,  that  iMm 
prices  in  the  aggregate  and  not  picking  out  a  particular  year,  but  takiiif  a 
period  of  time  great  enough  so  that  you  can  strike  a  fair  general  average,  tkt 
rise  of  prices  has  always  followed  the  increase  of  per  capita  oircubition^ 

Mr.  Willis.  I  honestly  do  not  think  so.  You  ask  me  for  an  opinion,  nnd  ft 
is  my  duty  to  tell  you  Just  what  I  think. 

Senator  Reed.  Certainly. 

Mr.  Wiiiis.  I  do  not  think  so.  But  I  also  add  to  tli:it  thnt  there  la  adeDtific 
opinion  in  favor  of  the  view  that  you  have  expressed,  but  tliat.  In  my  jndf- 
ment,  the  weight  of  scientific  opinion  is  against  it — closing,  then,  with  thf 
statement  thnt.  while  there  is  a  great  deal  of  evidence  on  behalf  of  both  iWw 
my  own  studies  of  the  subject  have  led  me  personally  to  the  concUislim  that  tht 
quantitative  theory  of  money  is  not  a  sound,  is  not  a  tenable  one. 

Senator  Reed.  Then,  if  that  is  true,  it  will  not  mnke  any  difference  hot 
much  per  capita  circulation  we  have  out ;  as  long  as  it  Is  goo<l  tuoney  it  will  not 
aflTect  prices. 

Mr.  Willis.  Provided  it  is  good  money,  and  iustJintly  re»leiMnnbIe.  I  ilo  not 
think  the  mere  quantity  in  circulation  makes  any  difference. 

In  order  that  there  may  be  no  further  doubt  on  this  question.  I  will 
state  that  there  has  been  only  one  standard  in  the  money  system,  and 
it  has  long  since  been  fully  recognized  and  indorsed  by  the  leadiiV 
economists  and  recognized  authorities  on  money.  Concisely  stated, 
the  standard  of  value  in  a  money  system  is  constituted  by  the  nnm- 
ber  of  dollars  in  the  system.  The  value  of  the  dollar  is  made  by  the 
demand  for  dollars,  the  demand  operating  against  the  supply. 

Therefore,  if  the  dollars  are  few,  and  the  demand  is  great  ik* 
standard  of  their  value  is  high,  and  their  purchasing  power  is  giwtj 
and  if  the  dollars  are  many  and  the  demand  is  small,  the  standard 
of  the  value  is  low  and  their  purchasing  power  is  small.  Thus,  lb 
value  of  the  money  unit  is  made  by  the  demand  operating  agiio^ 
the  supply. 

I  will  now  quote  from  John   Stuart  Mill's  work  on  Political 

Elconomy : 

The  value  of  money,  other  things  being  the  sjime.  varies  inversely  ai  W 
quantity;  every  increase  of  quantity  lowering  the  value  and  every  d!iiiliiotl« 
raising  it  in  a  ratio  exactly  equivalent. 
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)hii  Locke  says : 

e  value  of  money  in  any  one  country  is  the  present  quantity  of  the  current 
jy  in  that  country  in  proportion  to  present  trade. 

ir  James  Graham  says : 

le  value  of  money  is  in  the  inverse  ratio  of  its  quantity,  the  supply  of 
Qodities  remaining  the  same. 

T.  Willis  declines,  at  this  late  day,  to  recognize  the  universal 

of  demand  and  supply  affecting  the  value  or  purchasing  power 

loney. 

fter  reading  the  statements  of  political  economists  and  so-called 

jrts  in  their  indorsement  of  these  bankers'  bills,  one  has  a  painful 

ization  that  there  is  a  great  deal  of  truth  in  the  statement  of 

i  Macaulay,  the  English  historian,  when  he  said  that  for  a  valu- 

consideration  he  could  get  men  of  high  standing  and  ability  to 
ftion  even  the  law  of  gravitation;  and  the  recent  statement  of 
5  President  Marshall  that  he  could,  for  $500,  get  expert  testimony 
ny  subject  in  this  country. 

call  your  attention  to  the  following  statement  made  before  the 
king  and  Currency  Committee  of  the  Senate.  I  will  not  read  it. 
T.  BuLKLEY.  Mr.  Daniel,  the  time  which  the  committee  allowed 

has  about  expired  and  we  have  otiier  witnesses  from  out  of 

r.  Daniel  (interposing).  Well,  the  rest  of  this  can  be  printed 
>u  desire ;  I  have  no  disposition  to  read  it. 

T.  BuLKLEY.  You  may  leave  any  memoranda  that  you  have  with 
committee  and  it  will  then  be  determined  whether  it  ought  to  be 
ted  in  the  record  of  the  hearings. 

in  you  state,  in  a  few  words  now,  before  you  leave,  what  is  the 
ific  application  these  thoughts  you  have  expressed  to  the  subject 
ural  credits!  It  seems  to  us  as  if  you  have  been  talking  about 
icial  standards  generally,  and  we  do  not  see  that  you  have  said 
h  about  rural  ci^dits. 

r.  Daniel.  I  am  opposed  absolutely  to  this  Government  issuing 
more  credit  substitutes  for  money.  We  are  running  this  coun- 
into  bankruptcy  as  fast  as  we  can  with  debts,  and  the  idea  of 
ring  corporations  in  any  form  being  allowed  to. loan  a  substitute 
money,  that  every  other  man  in  the  United  States  has  to  pay  part 
is  life  to  meet,  by  a  fictitious  application  of  bank  credits,  has 
5  on  long  enough. 

r.  BuLKLBY.  I  do  not  know  of  any  suggestion  pending  for  the 
ernment  to  issue  any  more  substitutes  for  money 
r.  Daniel.  These  rural-credit  banks  will  not  lend  real  money, 
re  is  no  additional  currency  being  issued  in  the  United  States 
ay.  This  Government  to-day  under  the  national  reserve  act. 
not  issue  one  dollar  of  real  money  into  the  currency  system  of  the 
itry.  It  has  got  to  get  a  man  to  bring  into  a  bank  a  debt,  have 
^discounted,  and  then  it  has  got  to  have  two  strings  tied  to  it, 
B  brought  back  into  the  Treasury  of  the  United  States.  To  my 
i  it  is  one  of  the  momentous  questions,  the  idea  of  allowing 
lers  in  this  country — the  men  that  feed  us  all — to  be  put  into 

>6tual  debt,  as  they  are  in  Europe 

r.  BuLKLEY  (interposing).  Your  idea  is  that  the  farmers  ought 
bo  be  allowed  to  borrow  money? 
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Mr.  Daniel.  Yes,  ar;  let  them  borrow  money;  but  let  that  moiNj 
be  real  money,  in  existence ;  do  not  let  it  be  a  credit  substitute.  TlieR 
is  where  the  evil  comes  in.  I  have  gone  particularly  into  that  vay 
feature  here.  It  has  not  been  touched  on  in  the  3,000  pages  of  tes- 
timony in  the  Senate  Banking  and  Currency  Committee.  I  hin 
a  memorandum  here  that  clearly  shows  what  that  credit  substitute 
for  money  is,  and  how  it  works.  And  that  is  the  reason  why  I 
was  anxious  to  build  this  foundation,  and  get  an  idea  before  yon 
that  has  not  been  placed  before  this  committee. 

Mr.  Woods.  What  do  you  refer  to  in  speaking  of  real  money- 
letting  the  farmers  have  real  money? 

Mr.  Daniel.  The  le^l-tender  aollar;  that  completes  the  trans- 
action, and  is  it  in  existence,  increasing  the  volume  and  enablisg 
the  farmer  to  ^et  hold  of  the  money  to  pay  his  debts.  For  instance, 
if  you  allow  these  farm  banks  to  be  established,  let  them  establish 
a  clearing  house,  where  the  farmer  checks  on  these  banks.  A!l 
these  farmers'  checks  will  be  congregated  in  a  clearing  house  and 
they  will — for  instance,  $100,000  of  those  incoming  checks  can  be 
paid  at  the  clearing  house,  and  that  will  simplify  m^  matter.  But 
when  the  money  is  loaned  from  the  outside,  there  is  no  money  in 
existence  that  that  farmer  is  able  to  get  hold  of  when  the  demand  is 
placed  upon  him  to  pay  his  mortgage. 

Mr.  Bulkley.  You  do  not  think  the  farmer  will  be  able  to  buy 
his  goods  with  these  checks  and  pay  his  obligations  to  the  store- 
keeper, and  that  sort  of  thing? 

Mr.  Daniel.  The  individual  farmer  cancels  his  debt,  but  when 
the  check  goes  to  the  bank  it  is  canceled  by  being  credited  on  a^ 
count  of  the  man  that  he  gives  the  check  ta  But  there  is  no  ad- 
ditional money  in  existence. 

Mr.  Bulkley.  Well,  what  I  want  to  cet  at  is:  What  more  could 
the  farmer  buy  with  the  legal-tender  dcular  than  he  could  with  the 
bank  check? 

Mr.  Daniel.  Well,  I  will  make  an  illustration.  Suppose  you  go 
into  a  stockyard  and  want  to  borrow  100  horses,  promising  to  re- 
turn 100  horses.  You  would  be  very  much  interested  in  the  quantity 
of  horses  outside  of  that  pen,  as  you  would  have  to  return  those 
horses  one  of  these  days  m  a  physical  way;  therefore,  the  mm 
horses  there  were  in  the  open,  outside  of  that  pen,  the  better  chance 
you  would  have  to  get  the  horses  to  be  returned  to  the  pen.  The 
whole  trouble  is  this,  that  the  banker  creates,  bv  a  fictitious  substi- 
tute for  money,  a  debt.  He  can  pile  those  debts  up  until  he,  for 
instance,  loans  out  $8  of  his  "  bank  credit "  in  tie  way  of  a  substi- 
tute for  money,  when  there  is  but  one  real  dollar  as  a  basis  for 
those  held  by  the  bank.  Now,  if  the  debtors  try  to  earn  the  reel 
dollars  to  pay  those  debts  they  are  not  in  existence. 

Mr.  Bulkley  (interposing).  What  you  are  afraid  of  is  he  could 
not  pay  the  debt  by  a  check  i 

Mr.  Daniel.  What  is  that? 

Mr.  Bulkley.  You  are  afraid  that  they  would  not  accept  the 
check  in  payment  of  the  debt? 

Mr.  Daniel.  Not  at  all.  My  proposition  is  that  when  a  man  sigD» 
a  contract  to  loan  you  $10,000,  that  $10,000  should  be  in  existence, 
and  he  should  loan  you  the  thing  he  obligates  himself  to  loan.   And 
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you  know,  if  the  quantity  of  money  is  increased  that  much,  it  makes 
it  easier  tor  the  debtor  to  cancel  his  debt  in  money,  because  he  can 
not  pay  it  back  in  a  credit — the  fictitious  money  that  created  the 
debt 

Mr.  BuIaKley.  Well,  I  have  many  times  borrowed  $10,000,  and  have 
mlways  been  able  to  take  the  money  out  of  the  bank  with  me,  and  I 
ne^er  wanted  to  do  so. 

Your  time  has  now  expired,  Mr.  Daniel. 

(Whereupon,  at  4.35  o'clock  p.  m.j  the  subcommittees  adjourned 
until  10.80  o'clock  a.  m.,  Friday,  March  18,  1914.) 
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PBIDAY,  MABCH  13,  1914. 

United  Stat^  Senate, 

Washington^  D.  L\ 
The  subcommittees  assembled  in  joint  session  at  11  o'clock  a.  nu 
Hon.  Eobert  J.  Bulkley  presiding. 

Present:  Senator  Hollis,  Eepresentatives  Stone,  Seldomridge, 
Woods,  and  Piatt. 

STATEMENT  OF  OEOEOE  H.  SHIBLEY,  DIEECTOB  AMESICAI  BIT- 
EEATJ  OF  POLITICAL  EESEABCH,  OF  WASHIHOTOH,  D.  C. 

Senator  Hollis.  You  may  state  your  qualifications,  Mr.  Shibley. 

Mr.  Shibley.  For  the  past  13  years  I  have  been  director  of  the 
American  Bureau  of  Political  Kesearch.  Twenty-five  years  ago  I 
was  admitted  to  the  Illinois  bar,  and  later  was  aomittea  to  the  btr 
of  the  Supreme  Court  of  the  United  States.  My  work  in  the  law  has 
been  principally  research  and  law  publishing.  I  retired  from  busi- 
ness at  the  age  of  29  years,  and  soon  afterwards,  while  enga^  in 
researches  in  the  law,  matriculated  at  the  University  of  Chicago, 
studying  economics,  political  science,  and  social  science. 

Since  then — ^that  is,  for  20  years — I  have  been  devoting  my  entire 
time  to  public  questions,  from  the  standpoint  of  the  people^s  interests, 
without  holding  office.  Five  and  one-naif  vears  of  my  time  I  ^ 
voted  to  the  monev  question  and  to  the  banting  problem.  Recent!? 
I  was  expert  to  tne  Senate  Committee  on  Banking  and  CurrcDcr, 
when  the  Federal  reserve  act  was  under  consideration. 

I  desire  to  present  a  short  statement  in  support  of  the  idea  tint 
the  Federal  Government  should,  in  connection  with  its  regulation 
of  the  issuance  of  the  land-mortgage  bonds,  guarantee  ttie  payment 
of  the  principal  and  interest.  I  l^lieve  that  this  plan  is  incorporated 
in  some  of  the  bills  that  are  before  you. 

By  providing  the  proposed  guaranty  it  would  lower  the  interest 
rate,  and  at  practically  no  expense  to  the  taxpayers. 

In  Great  Britain,  under  the  Irish  land-purchase  act  of  1903,  die 
Government  stands  back  of  the  transaction.  During  the  first  18 
months  after  the  act  went  into  effect  the  amount,  for  which  the 
Government  was  obligated  was  $100,000,000,  and  the  total  amount 
would,  it  was  expected,  foot  up  to  $500,000,000. 

A  saving  of  1  per  cent  in  lower  interest  on  this  vast  sum  wooM 
be  $5,000,000  annually,  or  in  35  years  a  total  of  $175,000,000,  whidh 
at  compound  interest,  would  amount  to  some  $300,000,000,  or  moif 
than  one-half  of  the  entire  principal. 

This  is  a  tremendously  lar^e  saving  to  the  people  through  the 
cooperative  use  of  their  combmed  credit,  yet  it  is  tor  only  part  of 
one  small  island.  Here  in  the  United  States,  with  an  area  as  large 
as  all  Europe,  the  saving  in  interest  from  Government  guaranty  of 
land-mortgage  bonds  would  be  tremendous. 
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But  as  yet  there  is  not  even  a  Federal  system  for  the  issuance  of 
.nd-mortgage  bonds  in  this  country,  because  until  one  year  ago 
le  Federal  Government  was  in  the  hands  of  the  powerful  few, 
irough  machine-rule  party  government,  who  used  that  Government 

►  promote  their  own  selfish  interests  at  the  people's  expense.  Ac- 
)rdingly,  there  was  no  lessening  of  interest  rates  to  the  people 
irough  action  by  the  Government  in  any  way. 

However,  the  people  are  again  in  control  of  the  Federal  Govem- 
lent,  as  is  evidenced  by  the  legislation  and  the  acts  of  administra- 
lon  of  the  past  12  months,  and  an  improved  form  of  rural  credits 
5  about  to  be  installed,  to  include,  I  trust.  Government  guaranty  of 
tayment  of  the  principal  and  interest  of  the  land-mortgage  bonds. 

In  New  Zealand,  where  the  people  have  had  control  of  the  Gov- 
mment  for  many  years,  it  is  saving  to  the  farmers  in  lower  interest 
ates  direct  a  sum  estimated  at  $800,000  per  year.  These  are  the 
igures  given  bjr  Hon.  Hugh  H.  Lusk,  of  New  Zealand,  in  his  book 
Social  Welfare  in  New  Zealand.  New  2Sealand  is  a  a  ery  small  place 
yB  compared  with  our  country. 

Now  compare  German}'.  In  the  Avords  of  the  ininorit}'  report  on 
igricultural  cooperation  and  rural  credit  in  Europe — 

Uttle  or  no  Governmenl  insfiection  is  provided  to  require  the  farmers*  co- 
perative  land  bjinks  to  olmrge  off  losses  or  ro  keep  '^lien*  up  to  a  certain  standard 
PiO). 

The  result  is  that  there  have  been  glaring  cases  of  actual  failure 
ad  of  consijlerable  losses,  while  the  interest  rate  mu^t  inevitably  be 
igher  than  though  the  Government  did  its  full  duty. 
The  explanation  of  the  action  of  the  German  Government  is  that 
is  controlled  by  the  few  for  their  own  benefit  and  they  evidently 
J  not  desire  to  reduce  the  interest  rates  for  the  money  that  they 
an  to  the  farmers. 

Senator  Hollis.  Right  there,  Mr.  Shibley,  I  would  like  to  ask  this 
lestion:  Your  idea   is  that   if  the  Government   guarantees   these 
>nds,  it,  of  course,  will  be  much  more  careful  to  inspect  them  and 
e  that  only  good  bonds  are  put  out? 
Mr.  Shibley.  Yes;  that  is  it. 
Senator  Hoijlis.  And  that  same  Government  inspection  will  tend 

>  give  them  credit,  in  addition  to  the  Government  guarantee,  and 
oiild  put  tlie  interest  rate  very  much  lower  than  it  can  be  put  in 
jber  ways;  that  is  you  thought,  is  it? 

Mr.  Shibley.  That  is  my  idea.  In  other  words,  the  principle 
Jiereby  our  Government  is  warranted  in  guaranteeing  the  payment 
f  the  land-mortgage  bonds  is  that  as  the  said  Government  is  to 
Bgulate  the  issuance  of  the  bonds  it  should  guarantee  that  its  super- 
ifiion  is  all  that  it  should  be.  Should  the  Government  refuse  to 
jiarantee  that  its  supervision  has  been  properly  made,  it  would,  in 
fcct,  amount  to  a  declaration  to  the  would-be  purchasers  of  these 
ind-mortgage  bonds  that  they,  in  order  to  exercise  due  caution, 
»ast  individually  reinspect  the  conditions  imder  which  the  bonds 
Hre  issued. 

Now,  I  would  like  to  know  if  I  am  correct  in  that  statement?  If 
'«  Government  should  refuse  to  guarantee  that  they  have  made 
"Oper  insi)ection,  then  the  purchasers  themselves  would  have  to 
i  out  and  inspect  each  bunch  of  Ixmds  that  are  to  be  pun^hased. 
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Senator  Hoi.lis.  Mr.  Shibley,  you  see  that  there  is  cjuite  a  differ- 
ence between  the  Government  stamping  them  as  duly  inspected  and 
approved  and  placing  a  guarantee  on  them,  which  would  make  the 
Government  responsible  for  their  payment  in  case  the  principil 
defaulted. 

Mr.  Shibley.  Exactly.  Now,  what  would  be  due  care  on  the jNEt 
of  the  purchaser  if  the  Government  refuses  to  guarantee?  Wkj, 
they  must  go  and  see  if  the  bonds  were  properly  inspected — if  th^ 
were  issued  properly;  if  there  is  a  proper  amount  of  value  behind 
those  bonds. 

Senator  Hollis.  Well,  do  you  not  think  that  the  purchaser  would 
be  satisfied  if  the  Government  certifies  that  they  have  been  prop^ 
inspected,  and  were  approved,  without  the  Grovemment  guaranty! 

Mr.  Shibley.  No;  certainly  not.  The  risk  would  be  1  per  CMt 
higher  at  least. 

Senator  Hollis.  Well,  I  am  glad  of  your  estimate  on  that  I 
think  it  would  be  considerably  higher  myself. 

Mr.  Shibley.  Yes;  whereas,  if  you  put  the  seal  of  the  Goren* 
ment's  guarantee  on  them  the  Government  would  be  more  carefiil; 
would  do  better  work.  Now,  if  any  unforeseen  accident  should  arise, 
so  that  there  is  to  be  a  loss — a  loss  without  anyone  being  negligoit— 
should  the  few  people  who  happen  to  be  where  the  trouble  is  adhr 
all  the  loss,  or  snould  there  be  an  insurance,  so  that  the  loss  is  soit- 
tered  all  over  the  country,  and  no  one  feel  it? 

Senator  Hollis.  I  wish  you  would  discuss  this  from  the  stand* 
point  of  one  who  considers  that  the  Government  has  done  safaaftafi- 
tially  the  same  thing  in  loaning  its  Federal  reserve  notes  to  the  Fed- 
eral reserve  banks. 

Mr.  Shibley.  Yes;  that  is 

Senator  Hollis  (continuing).  On  good  security,  of  course. 

Mr.  Shibley.  On  good  security,  and  each  one  of  those  notes  is 
guaranteed  by  the  Government. 

Mr.  BuLKLEY.  They  are  Government  notes. 

Senator  Hollis.  It  is  a  Government  note  loaned  to  a  Federal  re- 
serve bank  on  good  security.  Now,  is  your  proposition  analogooi 
to  that,  in  your  judgment? 

Mr.  Shibley.  Exactly.  And  I  have  been  told  that  it  is  the  poliqf 
of  the  administration  to  establish  insurance  of  bank  deposits  in  coi- 
nection  with  the  Federal  reserve  act;  and  the  farmers  should  haw 
the  same  plan  extended  to  them  in  order  that  they  may  get  knwf 
interest  rates.  The  situations  are  exactly  analagous,  in  my  jndf 
ment. 

Mr.  BuLKLEY.  I  am  afraid  we  are  getting  into  a  doubtful  aiialQ|f 
about  the  guarantee  of  bank  deposits,  because,  as  I  understand  ft) 
there  has  been  no  definite  declaration  on  the  part  of  the  adminiatit' 
tion  with  respect  to  that,  and  the  guarantee  of  bank  deposits  mi||^ 
be  a  virtual  guarantee  on  the  part  of  the  banks  without  any  Gorert- 
ment  intervention  at  all. 

Senator  Hollis.  I  think  that  has  not  gone  any  farther  than  UMi 
that  the  Democratic  Senate  caucus  indorsed  an  amendment  in  fiitar 
of  guarantee  of  bank  deposits,  but  that  was  stricken  out  in  oooitf* 
ence,  and  the  Senate  Banking  and  Currency  Committee  has  t0f 
appointed  a  subcommittee  to  consider  the  subject.  Perhaps  that  ii 
as  far  as  the  administration  has  gone. 
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Mr.  Shibley.  It  is  well,  however,  to  have  it  in  the  record. 
Senator  Hollis.  That  is  merely  of  tlie  Senate  action. 
Mr.  Shibley.  But  in  connection  with  the  Federal  reserve  act  we 
11  possess  a  fund  that  can  be  used  for  the  payment  of  such  losses  as 
ly  arise,  so  that  no  one  would  have  to  be  taxed  separately  to  get  a 
nd  for  tHe  guaranty  fimd  or  the  insurance  fund,  whichever  you 
&y  call  it. 

Senator  Holus.  Do  you  mean  to  suggest  that  that  surplus  fund 
om  earnings  of  the  Federal  reserve  banks  might  be  extended  to  the 
rm-Iand  guaranty? 

Mr.  Shibley.  Yes;  the  same  as  it  was  in  the  Senate  bill. 
Senator  Hollis.  Yes ;  I  see. 

Mr.  Shibley.  A  portion  of  that  fund  would  be  suflBcient. 
Mr.  BuLKLEY.  But  vou  would  make  the  Government  absolutely 
ible  on  the  bonds,  whether  anv  fund  happened  to  be  available  to 
ake  good  the  loss  or  not,  woula  you? 

Mr.  Shibley.  Yes;  certainly,  because  otherwise  the  interest  rate 
ould  necessarily  be  higher,  too  high. 
Mr.  BuLKLEY.  Yes. 

Mr.  Shiblby.  This  matter  of  an  insurance  fund  I  believe  is  poor 
olicyj  because  the  Government,  the  entire  people,  ought  to  stand  as 
narantors;  but  under  the  insurance  plan  we  would  put  in  a  certain 
Diount  of  money,  and  if  that  should  prove  to  be  insufficient  the  indi- 
iduals  would  lose. 

Kr.  BxTLKLEY.  So  that  the  fund  is  a  mere  incident  to  your  plan, 
at  the  liability  is  absolute. 

Mr.  Shiblby.  Yes;  in  order  to  set  the  lowest  possible  interest  rate, 
noticed  the  other  dav  that  the  Canadian  4  per  cent  bonds  were  sell- 
\g  at  102;  and  the  New  Zealand  4  per  cent  bonds  were  selling  at 
X)at  the  same  price.  At  the  high  rate  that  has  been  prevailing  in 
loent  years  the  New  Zealand  Government  has  been  loaning  to  its 
3ople  at  something  like  4^  per  cent. 

Mr.  BuLKLEY.  New  Zealand  does  not  guarantee  land  bonds;  they 
sue  their  own  Government  bonds  and  wien  lend  the  money  to  the 
irmers;  is  that  not  the  situation  there? 

Mr.  Shibley.  Yes ;  but  the  liability  of  the  Government  is  the  same. 
hey  have  assumed  liability  for  the  whole  matter,  and  so  they  would 
nder  the  guarantee  plan. 

Mr.  BuLKLEY.  Why  do  you  think  that  your  plan  is  better  than  the 
ew  Zealand  plan? 

Mr.  Shiblby.  For  many  reasons  we  should  not  have  the  direct- 
mn  plan  in  this  country.  In  the  first  place,  the  Government  acts 
)0  su>wly;  there  is  too  much  red  tape  about  it.  And  in  a  great 
nintry  like  this  if  the  farmers  want  to  go  ahead  and  pay  the  rate 
Mn  prevailing,  they  ought  to  be  able  to  get  their  money  promptly 
ad  have  it  attended  to  so  that  they  can  go  on  about  their  business. 
The  function  of  Government,  as  I  take  it,  under  the  present  status 
t  dvilization,  is  largely  to  regulate  competition.  That  is  its  main 
motion;  and  in  regulating  in  matters  wnere  the  Government  is  to 
0  into  the  adequacy  of  the  security,  like  the  land-mortgage  bonds, 
i  ought  to  affix  a  guaranty  in  order  that  the  people  as  a  whole  can 
rt  better  results;  the  Government  i^ould  do  whatever  will  bring 
le  best  results. 
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Senator  Hollis.  Would  you  make  the  farm-land  banks  stand  tihii 
expense  of  Government  inspection  and  indorsement,  or  would  yoi 
make  that  payable  out  of  the  general  revenues  of  the  Govemmwit! 

Mr.  Shibley.  I  have  not  studied  that  carefully,  but  my  idea  h 
that  we  ought  to  treat  alike  all  industrial  ^oups.  If  in  the  ctse 
of  national  banks  a  considerable  sum  is  being  paid  by  the  Got- 
emment  in  inspection,  we  should  do  the  same  for  the  land  banks. 
I  am  confident  that  the  farmers  are  not  asking  for  anything  speciil 
for  themselves ;  they  simply  desire  to  be  placed  on  the  same  footing 
with  other  industrial  groups. 

As  to  the  matter  of  direct  loans,  I  wish 'to  present  a  statement  ts 
to  the  general  function  of  government  by  Prof.  Lester  F.  Ward,  tbe 
noted  social  scientist.  In  his  volume,  I*ure  Sociology,  page  567,  he 
says: 

The  whole  truth  is  that  Anglo-Saxon  supremacy  is  due  to  the  abiUty  of  Uiit 
race  to  see  and  act  upon  the  principle  that  while  indirldual  inltiatSre  ea 
alone  accomplish  great  results,  it  must  be  free,  and  that,  under  the  tefloenee  if 
the  normal  and  natural  forces  of  society,  and  taking  the  whole  human  aatat 
into  account,  it  can  not  be  free  unless  the  avenues  for  its  activity  be  kqt 
open  by  the  power  of  society  at  large  Even  the  economists  are  begiimtag  H 
see  that  free  competition  in  business  is  a  myth  unless  it  be  protected  from  ttt 
universal  tendency  of  all  competition  in  nature  speedily  and  surely  to  eai  li 
monopoly. 

Thus'  Prof.  Ward  clearly  enunciates  the  principle  whcrj*y  we 
of  the  United  States  should  shape  our  governmental  activities,  h 
industry  we  should  restore  the  competitive  system  wherever  prac- 
ticable, and  regulate  it  to  whatever  extent  necessary;  and  ak>i^  wift 
that  regulation  to  guarantee  that  inspection  has  berai  properly  maA. 
This  guaranty  should  be  given  in  connection  with  land-moHf^e 
bonds  in  my  judgment. 

Mr.  SELDOMRrooE.  What  is  the  name  of  that  book? 

Mr.  Shibley.  Pure  Sociology. 

Senator  Hollis.  That  is,  you  would  guarantee  the  purity  of  the 
land-mortgage  bonds  the'  same  as  the  Grovernment  guarantees  the 
purity  of  beef  or  other  food  ? 

Mr.  Shibley.  That  is  it,  exactly. 

Mr.  Seldomridge.  You  would  guarantee  it  a  little  bit  more  thin 
that,  would  you  not  ? 

Mr.  Shibley.  Yes ;  because  in  the  nature  of  the  case  it  can  be 

fiaranteed  more ;  that  is  all.  It  is  a  peculiar  situation.  At  tiDMl 
have  been  asked  how  far  should  the  (government  go  in  ^arantie 
ing  payment  in  the  business  world?  My  answer  is  that  it  dependi 
upon  tlie  nature  of  the  case — upon  what  is  practicable.  The  whoh 
thing  is  a  matter  of  practicability  for  the  Government,  in  my  jn^f 
ment. 

Mr.  Bulkley.  I  would  like  to  ask  you  whether  you  are  famififr 
with  the  market  for  New  Zealand  bonds;  you  just  referred  to  thrir 
price.    As  I  remember  it.  New  Zealand  has  an  exceptionally  heavy  ddt 

Eer  capita,  and  I  would  like  to  know  if  you  can  tell  us  where* thoU 
onds  are  held,  and  how  they  maintain  such  a  good  market  for  tibmX 
Mr.  Shiblby.  The  quotation  that  I  saw  was  in  the  London  BeoBO^ 
mist,  and  there  they  were  quoted  at  a  top-notch  price  along  wift 
Canadian  bonds. 

Mr.  Bulkley.  Do  you  know  whether  they  are  held  largely  in 
England? 
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Mr.  Shibley.  I  think  they  are  largely  held  in  England.    The 

Mson  for  the  large  debt  per  capita  in  New  Zealand  is  that  f undb 

ive  been  borrowed  for  use  in  productive  enterprises — money  has 

mh  loaned  to  the  people,  so  that  it  is  in  good  use.    As  to  the  reason 

by  the  New  Zealand  Government  has  entered  into  the  direct  loan- 

ig  system  over  there — well,  I  do  not  know  all  of  the  details,  but 

arely  the  conditions  are  very  different  in  this  country,  it  being  so 

irge.     So  that  the  direct-loan  plan  is  not  as  good  as  the  guaranty 

lin,  in  my  opinion,  because  under  both  systems  the  rates  will  be 

tactically  the  same  to  the  farmers — a  much  lower  rate  than  would 

*  the  case  if  the  guaranty  is  not  given. 

iiSenatcr  Holljs.  You  feel  that  with  a  properly  conducted  system 

it  inspection  and  guaranty,  the  Government  would  not  be  called  on 

i  pve  anything  but  its  supervision,  do  you  ? 

'fir.  SiuBLEY.  That  is  practically  all. 

^Smator  Hollis.  That  the  losses  would  be  so  few  that  they  would 

9  negligible,  and  could  be  made  up  by  some  sort  of  allowance  out 

tthe  earnings  of  the  banks? 

•Ifc.  SHUiuiY.  Yes;  they  could  be  made  up  in  that  way,  but  prefer- 

tfy,  I  should  say,  make  them  payable  from  the  earnings  coming  in 

rough  Federal  reserve  banks — tliat  money  that  we  are  trying  to 

fcd  a  place  for.    The  law  states  that  it  shall  be  applied  to  the  re- 

"cment  of  Governiiient  bonds  in  order  to  get  it  out  of  the  way — 

m  it  apart  from  the  funds  for  the  payment  of  current  expenses. 

Senator  Hollis,  You  are  very  clear,  are  you,  that  you  would  make 

ese  farm-land  banks  constitute  a  part  of  tne  Federal  reserve  system, 

ider  the  Federal  reserve  board? 

Mr.  Shibley.  I  am  not  sure  of  that. 

Senator  Holus.  I  am  asking  you  what  your  ideas  are;  I  just  as- 

Bied  that  that  was  your  idea. 

Mr.  Shibley.  From  what  little  study  I  have  given  to  the  matter 

-  supervision  it  struck  me  that  perhaps  the  plan  provided  for  in  the 

letcner-Moss  bill  may  be  about  right.    I  have  not  given  that  sub- 

rt  suflScient  study  to  speak  with  exactness. 

Senator  Hollis.  I  spoke  as  I  did  because  of  your  olan  to  apply  the 

rplus  earnings  of  the  Federal  reserve  system.     It  would  liardly 

►  to  apply  that  to  anything  that  was  not  a  part  of  the  Federal  re- 

rve  sy^em,  I  should  think. 

Mr.  feuLKLEY.  Mr.  Shibley,  1  do  not  want  to  take  you  out  of  your 

101  logical  order  of  development  of  this  subject,  but  I  hope  before 

m  get  through  you  will  tell  us  about  who  is  to  issue  the  bonds, 

raing  to  your  idea. 

T.  Shibley.  Well,  I  will  say  frankly  that  I  have  not  had  time  to 
the  entire  subject  full  study  in  all  its  details.    I  have  taken  up 

I  matter  of  guaranty,  and  that  is  as  far  as  I  feel  qualified  to  give 
assistance  to  the  committee. 
BuLKLEY.  The  Fletcher-Moss  bill  provides  for  the  issuance  of 

__  by  an  indefinite  number  of  small  independent  banks,  scattered 

over  the  country.  Some  of  our  witnesses  have  suggested  that 
168  banks  ought  to  be  federated  into  State  units,  or,  perhaps,  larger 
its,  and  that  the  larger  unit  should  issue  the  bond.  Have  you  no 
tnion  about  that? 
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Mr.  Shibley.  I  am  not  sufficieiitly  acquainted  with  the  detaib  I 
express  an  opinion.  I  realize  that  in  a  matter  of  this  Idnd  ' 
factor  may  be  a  determining  element. 

Mr.  BuLKLEY.  liet  me  asE  you  this  question:  When  you  say  ( 
the  Government  should  guarantee  the  bond,  you  intend  to  imp^  ( 
some  bank  or  institution  other  than  the  Goyemment  duJl  be  ] 
marily  liable  on  the  bonds,  do  you  nott 

Mr.  Shibley.  Certainly. 

Mr.  BuLKLBY.  And  that  their  assets  should  first  be  abs(»bed  i 
paying  any  loss  before  the  (}oyemment  would  be  called  upont 

Mr.  Shibley.  Yes;  and  that  there  should  be  double  fiabilitjr  I 
the  stockholders;  and  that  all  other  practicable  checks  on  the  f 
debts  shall  be  provided;  and  then  that  the  Govenuneiit  shall 
fully  inspect;  and  if  insi)ection  is  not  proneiiy  made,  or  if  L. 
is  a  loss  anyhow,  then  the  Government  should  pay  the  loss,  and  i 
some  innocent  individual.  The  Government  is  the  only  one  that  I 
the  right  to  inspect. 

Mr.  Bulkley.  According  to  your  plan,  in  evegry  case  some  prii 
interests  are  bound  to  do  their  utmost  to  protect  the  Gov 
against  loss  in  order  to  same  themselves  from  losst 

Mr.  Shibley.  Most  assuredly.    I  am  glad  you  have  empli__ 
that  fact.    And  to  such  an  extent  would  uiat  be  the  case  (hat  I  ] 
sume  that  there  would  be  almost  no  losses  t^^  the  Gtovermnent  i 
interest  rate  to  the  farmers  would  be  materially  lowered.   In  t  i 
years  this  saving  would  amount  to  a  billion  of  doUars  to  the  fan 
of  this  country. 

Mr.  Platt.  Why  should  you  be  so  tender  about  saving  the  Gov 
ment  a  little  money? 

Mr.  Shibley.  Saving  the  Government? 

Mr.  Plait.  Yes. 

Mr.  Shibley.  Saving  the  people 

Mr.  Plait  (interposing) .  I  mean  on  its  guaranty  of  these  bonds! 

Mr.  Shibley.  Do  you  mean  why  should  we  have  double  liability  c 
stockholders  and  matters  of  that  kind? 

Mr.  Platt.  Yes ;  that  is  one  thing.  \ 

Mr.  Shibley.  Why,  the  infection 

Mr  Platt  (interposing).  Ii  the  Government  is  going  to  guaranUaj 
why  should  it  not  guarantee  and  stand  the  losses  j  why  should  il 
not  find  out  whether  the  thing  is  good  or  not  before  it  guarantees  it| 

Mr.  Shibley.  The  guaranty  would  stand  back  of  each  bcmd  ts^ 
last  resort,  and  the  self-interest  of  the  stockholder  of  tihe  land  I 
would  cause  them  to  see  to  it  that  the  valuation  is  not  too  hi^ 
stockholders  are  primarily  liable  in  addition  to  the  securi^  1 
The  guaranty  by  the  Government  would  simply  be  a  certificate 
character  to  the  world.  ^      i 

I  believe  that  I  have  now  covered  the  points  that  I  had  in  mind. 

Mr.  Bulkley.  Why  is  it  better  for  the  Government  to  suaraaM 
those  bonds  than  it  would  be  for  the  Government  to  buy  £e  booll 
and,  if  need  be,  issue  its  own  bonds  to  secure  the  necessary  funds?    J 

Mr.  Shibley.  For  the  Government  to  issue  its  own  bonds  and  ad 
them  would  leave  off  the  individual  initiative  that  brings  such  el 
cellent  results. 

Mr.  Bulki^y.  I  do  not  see  why  it  would. 
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dr.  Shirley.  If  the  bonds  are  to  be  marketed  by  the  issuing  cor- 
'ation,  then  they  are  going  to  go  out  and  find  purchasers  for  them, 
I  when  they  want  money  they  wiU  see  that  the  bonds  are  sold; 
I  the  Groyernment  simply  would  puts  its  guaranty  on  them,  after 
^  inspection.  Individual  initiative  would  exist.  But  if  the  Gov- 
jnent  itself  has  to  sell  the  bonds  there  might  be  a  great  deal  of 
ay,  red  tape,  and  so  forth.  Sometimes  it  might  say  to  a  would- 
biorrower :  "  We  have  not  the  money  at  present ;  we  can  not  give 
1  this  loan."  And  the  farmers,  instead  of  being  able  to  get  their 
ney  to  build  and  make  other  improvements  on  tneir  farms,  might 
^e  to  wait  a  year  of  more.  The  Government  might  say  "  Money  is 
Lttle  scarce  at  present." 

iir.  BuLKiBY.  Of  course  I  am  not  talking  about  direct  loans  hj 
\  Government  to  the  farmers.  I  am  talking  about  the  proposi- 
n  of  the  Government  buying  the  bonds  of  these  institutions, 
Atever  they  may  be. 

tfr.  SmBLEY.  Then  they  would  have  to  have  the  capital  with  which 
buy  them. 

iir.  BuLKLBY.  Well,  does  the  Government  ever  have  trouble  in 
ling  its  bonds  ? 

\Sx.  Shibley.  It  might  have  some  trouble.    If  it  can  always  sell 
bonds  quickly,  so  that  there  would  be  no  hitch  in  getting  the 
)ital,  well  and  good. 

tfr.  BuLKLEY.  Well,  of  course  the  Government  issues  of  bonds  are 
^ays  over-subscribed.  It  is  simply  a  question  of  the  price  that 
\  bonds  will  sell  at. 

ifr.  Shirley.  They  have  been  over-subscribed  because  we  have  had 
y  little  paper  of  such  good  character ;  but  from  now  on,  I  take  it 
it  we  are  going  to  have  more  and  more  paper  of  a  high  character. 
)ir.  BuLKLEY.  Wliat  is  there  that  will  bring  us  more  of  a  high 
tracter  of  paper? 

tfr.  Shirley.  I  believe  that  the  Government  is  going  to  do  more 
certain  payments, 
tni  "     " 


tfr.  Plait.  Do  you  think  the  Government  is  going  to  guarantee 
Iroad  bonds? 

kfr.  Shirley.  If  the  Government  inspects  and  says  that  capital 
raid  come  in,  then  those  railroad  bonds  should  be  as  good  as  Gov- 
iment  bonds. 

klx.  Platp.  I  think  there  is  something  in  that.    The  New  York 
ite  Public  Service  Commission,  for  instance,  practically  guarantees 
railroad  issues  of  stocks  and  bonds  of  the  State  now. 
lir.  Shirley.  I  am  very  glad  that  that  goes  into  the  record.    That 
tn  excellent  point. 

\b.  Platt.  And  that  is  exactly  what  will  happen  when  the  Inter- 
te  Commerce  Commission  does  the  same  thing. 
tfr.  Shirley.  Certainly. 

Senator  Hollis.  You  believe  that  is  a  good  thing,  Mr.  Shibley, 
1  you  would  extend  it? 
ilr.  Shirley.  Certainly. 
Senator  Hollis.  All  right. 

ilr.  Shirley.  When  the  Government  puts  its  O.  K.  on  a  thing 

it  be  responsible  in  reality,  and  not  say  that  each  purchaser 

fit  go  himself  and  find  out  whether  it  is  true  that  the  Government 
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has  stated  the  thing  properly.  It  18  mfaaolntely  impoamUe  to  m 
good  securities  unless  the  Qovemment  certificate  means  samethiif  i 

Mr.  Platt.  In  speaking  of  guaranteeing  these  land-iiioite| 
bonds,  you  mean  more  than  the  O.  King  of  the  issoe  by  the  pv| 
service  commission,  or  the  Interstate  (^mmeroe  Commiadoa;  ^ 
mean  that  the  Oovemment  actually  stands  back  of  it,  then,  do  ja 
not? 

Mr.  Shjblb7.  Yes;  I  mean  an  effective  O.  K. 

Mr.  Pi^TT.  Yes. 

Mr.  SuiBiiET.  And  not  (me  that  is  ineffective. 

Senator  Hoixis.  We  thank  you  for  your  attendance  and  teBtimoa 
Mr.  Shibley. 

STATEXEHT  OF  HOH.  SHEFFIELD  JMOtASSA,  UEUTEMR  M 
EBNOB  OF  THE  STATE  OF  E&K&I8,  ATGHUOir,  XAIL 

Mr.  BuLKi^r.  Will  vou  state,  Qov.  In^aUs,  your  interest  in  tl 
matter  and  your  special  means  of  information? 

Oov.  Ingalls.  Well,  by  way  of  qualifying  myself  as  a  witnoi, 
might  say  I  am  president  of  the  Commerce  Inveetmant  Go, 
Atchison — ^a  mortg^e  company;  a  director  in  the  First  NiM 
Bank  of  the  same  city;  a  farmer  per  alium,  and  not  per  0^;  u4' 
wav  of  diversion,  I  am  lieutenant  governor  of  the  Stole  of  KuM 

I  firest  became  interested  in  tms  class  of  leghlation*  aboot  I 
years  ago  during  a  trip  which  I  made  East  for  the  purpose  ot  adi 
farm  mortgages.  During  that  trip  I  met  Mr.  Breitung,  who  ta 
filed  here  the  other  day,  and,  with  my  brother,  Balph  IngaUs,  irk 
name  I  notice  has  been  mentioned. in  connection  with  these  prooi 
ings  by  Mr.  Bobinson,  I  called  upon  him  and  as  a  r^ult  of  Uut 
terview  my  brother  became  acquainted  with  Ambassador  Herri 
who  (as  you  know)  has  for  a  great  many  years  been  interested 
this  question.  I  regret  very  much  that  my  brother  is  not  here  to^ 
because  he  has  technical  knowledge  (acquired  by  a  very  close  sta 
of  this  question)  as  regards  the  plans  that  are  m  operation  in  C 
many,  Belgium,  and  France.  He  has  been  for  about  two  yean 
operating  with  Ambassador  Herrick  in  the  collection  of  ^tiat 
matter. 

I  appear  here  to-day  more  as  a  practical  mortgage  man,  intera 
in  this  subject  purely  for  the  reason  that  I  would  like  to  see 
farm  mortgage  standardized,  the  credit  of  the  farmer  mc^iliaed, 
a  market  created  for  this  kind  of  investments. 

Senator  Hollis.  By  the  way,  let  me  ask  you  this  pr&ctical  <f 
tion :  When  you  came  East  two  years  ago  to  sell  your  mortgage  la 
to  what  claas  of  persons  did  you  actually  go? 

Gov.  Ingalls.  Well,  it  is  a  little  hard  to  answer  that  questioi 
you  put  it.  You  mean  by  that,  I  suppose,  whether  they  were  fl 
chants  or 

Senator  Hollis  (interposing).  No;  what  persons  did  you  go 
That  will  throw  some  light  on  who  will  be  affected  by  these  hmi 

(jov.  Ingaltj3.  Well,  I  called  on  the  savings  banks  of  New  K 
land,  and  personal  friends  of  means,  and  brokers  engaged  in  the  i 
of  farm  mortgages.  I  think  I  have  made  as  complete  a  tour  of } 
England  as  any  mortgage  man  has.  I  might  say,  incidentally,  t 
it  was  not  very  successful,  because  the  connections  which  New  E 
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d  has  made  with  farm-loan  companies  of  the  West  were  made 

ny  years  ago.    But  we  have  succeeded  in  making  connections  with 

\  or  two  insurance  companies,  and  have  a  reasonably  large  clien- 

\.    Our  company,  however,  is  not  one  of  the  large  companies  of 

nsas.    In  fact,  we  are  one  of  the  smallest  ones. 

i^ersonally,  I  nave  been  engaged  in  loaning  money  on  farms  for 

or  16  years,  but  it  was  only  in  1910  that  I  organized  the  company 

which  I  am  at  present  the  president. 

'  believe  that  1  am  the  only  witness  that  has  appeared  before  this 

nmittee  from  Kansas,  and  I  realize  also  that  Kansas  is  a  State 

t  has  done  more  to  unpopularize  the  farm  mortgage  than  any 

er  State  in  the  Union.    But  that  is  not  hard  to  explain. 

!  believe  that  this  committee  has  had  some  testimony  with  refer- 

e  to  the  operation  of  the  Lombard  Investment  Co.  and  the  Jairvis- 

iklin  people  in  the  early  eighties.    And  you  have  been  told  that 

failure  of  those  companies  was  due  to  bad  methods  rather  than 
;he  security  behind  their  investments. 

do  not  recall  the  time  when  thev  were  operating  in  that  field, 
ause  it  was  before  I  was  in  active  business,  but  I  know  something 
•ut  it.  If  you  will  remember — some  of  the  older  members  of  the 
unittee  may — the  railroads  in  the  late  seventies  and  the  early 
titles  orgamzed  great  colonization  schemes  and  brought  into  the 
te  settlers  in  large  numbers  and  took  them  out  into  the  western 
t  of  Kansas  and  settled  them  on  farms  in  what  was  known  as 

samiarid  region,  and  the  farms  and  their  powers  of  produc- 
ty  were  largely  overadvertised,  and,  as  a  result  of  that,  these 
rtgage  companies  sprang  up  and  loaned  money  at  exorbitant 
58,  upon  high  valuations,  ana  the  investors  of  New  England  held 

sack.    I  was  talking  with  the  cashier  of  one  of  the  largest  sav- 

3  banks  in  New  Hampshire — at  Portsmouth,  I  think 

senator  Hollis  (interposing).  Do  you  remember  his  name? 
rov.  Ingalls.  I  can  not  recall  his  name  now.  He  told  me  that 
Y  had  mdde  investments  in  Kansas,  but  were  among  the  fortunate 
8  who  held  on  to  the  security  after  it  became  their  property,  and, 
:he  land  enhanced  in  value,  they  sold  out  at  a  large  profit.  They 
1  hold  some  properties  in  Kansas  as  a  result  of  their  early  in- 
tments. 

sav,  the  point  that  I  am  particularly  interested  in  in  connection 
h  this  legislation  is  to  see  an  interest  rate  fixed,  and  I  have  not 
n  able  to  determine  from  any  of  the  testimony  that  has  been 
red  here  why  it  is  beyond  the  province  of  the  power  of  Congress 
ix  a  rate  of  interest  throughout  the  country. 
fr.  Platt.  a  uniform  rate  of  interest  ? 

\ov,  Ingalls.  Yes,  sir.  I  do  not  see  why  that  is  impossible.  Of 
rse,  these  loans  must  necessarily  be  confined  to  the  proven  agri- 
;ural  sections  of  the  country,  and  while  I  come  from  a  sectioa  in 
Qsas  where  land  is  selling,  or  has  sold,  as  high  as  $22.'>  an  acre, 
pe  is  about  half  of  the  State  where  land  is  materially  lower  than 
t  in  value. 

»ut  it  seems  to  me  that  all  agricultural  land  has  a  valuer  and  if  a 
1  of  $5,000  on  a  quarter  section  of  land  in  northeastern  Kmsas 
aie  and  a  loan  of  $250  on  a  quarter  section  in  Western  Kansas  is 
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safe,  whj  should  not  the  farmer  in  western  Kansas— the  I 
steader,  if  you  please,  the  man  who  is  the  pioneer  and  is  doiii 
great  work  of  the  State  out  on  those  plains — ^why  should  he  i 
entitled  to  the  same  rate  of  interest,  based  upon  the  valuation 
of  his  mortgage,  as  the  farmer  in  the  more  favored  section  < 
State? 
Mr,  Platt.  What  rate  of  interest  would  you  fix? 
Grov.  Ingalls.  Well,  not  to  exceed  6  per  cent  seems  to  be  j 
of  a  magic  rate. 

Mr.  Pt*ATT.  We  are  paying  1  per  cent  less  than  that  all  ov 
East    Would  you  raise  our  rates? 

Gov.  IxGALi^.  Well,  you  would  have  to  suflFer  from  that,  pc 
The  average  rate  of  interest,  as  figured  out  by  Mr.  Thomp 
think,  is  7  V  P^r  ^ept.  Under  the  plan  that  has  been  outli 
the  Fletcher-Moss  bill — and  I  consioer  that  in  connection  wi 
remarks  as  containing  the  basic  principles  of  legislation  as 
be  finally  enacted — the  difference  between  the  rate  on  the  mc 
and  the  bond  is  1  per  cent ;  so  that  the  bonds  will  net  the  ii 
5  per  cent  if  written  at  a  basis  of  6per  cent. 

Senator  Hollis  (interposing).  Well.  Gov.  In^lls,  does  it  n< 
to  you  that  if  these  bonds  are  so  saieguarded  that  they  be 
desirable  investment,  so  that  a  large  amount  of  capital  is  i 
them,  that  would  have  a  tendency  to  lower  the  rate  of  inter 
give  the  borrowers  a  lower  rate  than  anyone  might  now  think 
wise  to  fix?  Or  do  you  mean  by  that  that  it  would  leave  it  i 
but  have  the  same  rate  for  the  whole  country? 

Gov.  Inoalls.  I  would  have  it  the  same  for  the  whole  coi 
not  to  exceed  6  per  cent. 

Senator  Hollis.  But  would  you  have  it  fixed  or  flexible 
whole  country? 

Gov.  Ingalls.  Now,  let  me  answer  that  in  my  own  way. 
Of  course,  in  this  leffislation  we  have  got  altruism,  philanthro 
avarice  badly  mixea  up.  At  the  inception  of  this  movement  t 
was  to  give  the  farmer  of  the  country  a  lower  rate  of  int< 
help  the  farming  class,  which  never  has  been  the  beneficiary 
financial  legislation  in  this  country.  That  was  the  beginning 
Now  we  nave  moved  on  from  that  point  to  this  bill,  whi 
sense  loses  sight  of  that  one  important  feature,  it  seems  to  i 
course,  I  do  not  consider  the  direct  loaning  of  money  to  the 
by  the  Government  a  wise  policy  at  this  tune.  If  tms  plan 
inaugurated,  it  should  be  left  to  the  State,  as  it  is  in  Oklaho 
other  States  of  the  Union ;  but  if  this  legislation  is  passed, ; 
not  eliminate,  in  my  opinion,  a  certain  profit  that  snould  gi 
association  or  the  banks  handling  these  mvestmenta  I  state 
cent  because  6  per  cent  has  been  a  living  rate,  and  m: 

country  over        ,,   ,        ,  .  '" 

And  I  believe  that  we  have  a™«"^ 
keeping  in  mind  as  nearly  a 
and  the  interest  of  tb 
and  make  these  lo« 

Mr.  Platt- 
Do  you  mei 
on  his  mo 
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rov.  Inqaujs.  The  rate  of  interest  that  is  to  be  paid — the  rate  of 
aiest  over  the  country. 

i^r.  Platt.  Do  you  think  that  can  be  done  by  law  ? 
3-ov.  IngaiiLS.  We  do  it  in  the  States, 
i^r.  Platt.  Do  you,  as  a  matter  of  fact? 

3rov.  Ingalls.  We  fix  the  legal  rate  of  interest  at  6  per  cent  and 
fix  the  usury  rate  at  10  per  cent  in  Kansas, 
ijj.  Platt.  Does  anybody  pay  any  attention  to  that? 
3-ov.  Ingalls.  Well,  we  have  laws  against  murder  and  laws  against 
on,  against  liquor  selling,  which  sometimes  are  not  observed ;  but 
ite  law  is  there  it  is  intended  that  it  shall  be  observed. 
Idr.  Platt.  Do  you  think,  for  instance,  that  you  could  fix  a  rate 
interest  at  6  per  cent  in  New  York  State  if  its  natural  rate  is  5 
!■  cent  by  a  law  of  any  kind?    Could  you  repeal  economic  laws  by 
txLte  laws? 

3ov.  Ingalls.  I  have  no  finespun  economic  theories  about  it, 
b  it  seems  to  me  that  somehow  it  ou^ht  to  be  possible  to  arrive  at 
*ate  of  interest  that  would  be  equitable  all  around. 
We  can  not  disregard  the  law  of  supply  and  demand  altogether 
d  certain  economic  conditions  that  exist  in  different  parts  of  the 
cmtry,  but  why  are  bonds  in  New  York,  for  instance,  selling  at  4^ 
r  cent,  at  a  premium? 

Mr.  Platt.  New  York  City  bonds  do  you  mean  ? 
Gov.  Ingalls.  No;  New  York  State  bonds.    Who  fixes  that  rate? 
Mr.  Platt.  The  market 
Gov.  Ingalls.  Well,  what  is  the  market? 

Mr.  Platt.  The  supply  of  capital  that  is.  handy  and  the  demand 
r  the  bonds  and  the  amount  of  the  bonds  issued.  The  rate  has 
en  going  up  on  New  York  City  bonds  pretty  steadily,  as  the  supply 
them  has  increased. 

Gov.  Ingalls.  Yes.    In  other  words,  you  think  the  rate  is  fixed 
nply  by  supply  and  demand? 
Mr.  Platt.  Unquestionably. 

Gov.  Ingalub.  Then  I  will  ask  the  question.  Why  do  States  fix 
t  rate  of  interest,  or  attempt  to  fix  the  rate  of  interest,  at  6  per 
Bt  and  the  usurious  rate  of  interest  at  10  per  cent?  Why  are  those 
nres  particularly  magic  ? 

Mr.  Platt.  In  Europe,  as  a  rule,  there  are  no  usury  laws,  and 
to  best  economic  thought  to-day,  I  think,  regards  them  as  foolish. 
|iey  do  protect  some  people  from  loan  sharks ;  that  is  the  only  ob- 
iet  of  them.  They  do  not  protect  the  ordinary  man  at  all ;  they  are 
ijtaod  as  to  him. 

w>v.  Ingalls.  It  is  the  custom  in  Kansas  for  a  mortgage  man  to 
irge  a  borrower  in  Scott  County,  which  is  west  of  tne  one  hun- 
edth  meridian,  10  per  cent.  In  our  county  we  loaned  about  $200,000 
t  spring  at  5  per  cent  and  $15  a  thousand  as  a  commission,  so 
It  the  borrower  paid  less  than  5|  per  cent  for  his  money. 
Senator  Hollis.  For  what  term? 
3ov.  Ingalls.  Five  years,  with  the  privilege  of  paying  it  off  after 

>  first  year.    Now,  the  rate  in  Scott  County 

Senator  Hollis  (interposing).  Excuse  me,  but  let  us  figure  that 
.  That  $15  a  thousand  commission,  applying  to  the  whole  period, 
•uld  make  one-third  of  1  per  cent  for  a  year,  and  that  woula  make 
^  whole  rate  5i  per  cent. 
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Gov.  Inoalcs.  Yes. 

Senator  Hollis.  It  seems  to  me  that  that  is  very  reasonable. 

Gov.  Ingalls.  Of  course,  I  live  in  a  part  of  Kaosas  whei^ 
farmers  are  prosperous  and  are  themselves  money  lenders. 

But  what  I  started  to  say  was  that  the  rate  in  Scott  County  wi 
per  cent  simply  because  they  make  it  10  per  cent.  I  can  not  ua 
stand  why  the  farmer  out  there,  if  he  has  sufficient  assets  back  oi 
amount  of  money  he  asks  for,  fibould  not  be  entitled  to  as  low  a 
of  interest  as  the  farmer  in  my  county.  Unless  this  legidatio 
carried  out  with  that  idea  in  view  it  is  going  to  &il  of  its  porpoi 
a  certain  extent. 

Mr.  Platt.  Is  not  the  reason  for  that  condition  in  Scott  Coi 
the  fact  that  the  farmers  in  that  county  went  back  on  their  mortgi 
in  1898  and  1894  and  are  suffering  for  that  now! 

Gov.  Inoalls.  We  have  passed  through  that  moulting  poriod, 
with  the  immense  activity  of  the  agricultural  departments  of  I 
State  and  Nation  and  the  farmers  havingr  been  taught  how  to  f 
that  land,  what  kind  of  crops  to  pdt  in^  now  to  conatraek  nloi 
what  to  do  with  thrai,  I  regard  the  mortgage  of  9BM  or  $808 1 
quarter  saotiiMi  in  Scott  Countv  or  Gove  Counly  or  Lomn  Goa 
which  are  all  west  of  the  one  huadcedth  principal  meridian,  ia 
as  safe  an  investment  as  a  $8,000  loan  on  a  |B0O  an  acre  mm 
Atchison  County. 

ib.  Platt.  You  would  have  hard  work  to  convince  easten 
vestors  of  thaC  fact,  and  that  is  why  they  pay  a  hi^ier  rati 
interest. 

Gtov.  Inqalls.  I  know  that. 

Mr.  Platt.  The  supply,  in  other  words,  wiU  not  00  there  i 
they  have  themselves  broken  down  the  prejudice  that  tney  previo 
created. 

Otov.  Inoalls.  That  is  the  pK)int,  it  seems  to  me,  that  Afembti 
Congress  have  got  to  keep  in  mind  in  sbapinff  this  l^gustlation,  1 
whether  or  not  it  is  going  to  benefit  the  small  fanner  on  tiie  fl 
farm;  if  it  simply  estabushes  Federal  associations  to  slandu 
farm  mortga^  made  in  certain  selected  regions,  it  will  hd^ 
loan  men  all  right,  but  it  will  not  go  to  the  bottom  of  the  subjed; 
help  the  farmer. 

With  your  permission,  I  would  like  to  call  attention  to  aoiafl 
fects  in  tne  measure  known  as  the  Fletcher-Moss  bill,  taking  then 
as  they  appear  in  order  in  the  bill. 

I  notice,  for  instance,  that  in  subdivision  1  of  section  14  of 
bill  the  terminology  "  national  farm-land  bank "  is  used.  It  a 
to  me  that  the  word  '^  association ''  would  be  preferable,  becauf 
the  danger  of  a  conflict  between  the  national  banks  as  now  (urguf 
and  the^  proposed  land  organizations. 

I  should  like  also  to  refer  to  subdivision  A  of  section  16  of  the 
which  provides  the  kinds  of  deposits  that  these  banks  are  to  rae 
I  should  think  it  would  be  wise  to  permit  the  banks  to  reoeive  1 
deposits  than  national  deposits  or  deposits  from  postal  sai 
banks;  and  while  there  is  one  section  that  does  not  prohibit  tbi 
posit  of  State  funds,  I  believe  you  should  include  State,  county, 
city  funds;  and,  in  fact,  I  think  these  banks  should  be  limito 
receiving  national,  State,  county,  and  municipal  funds,  and  I 
funds. 
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I  believe  in  this,  for  the  reason  you  would  not  then  come  in  conflict 
rith  other  banks  as  not  organized,  or  in  competition  with  them.  In 
ther  words,  let  them  do  practically  a  trust-company  business.  In 
Blation  to  subdivision  3,  section  16,  I  notice  that  you  limit  the  pur- 
loses  for  which  these  loans  can  be  made.  Of  course,  while  that  limi- 
ution  might  be  entirely  proper,  it  seems  to  me  that  it  is  entirely  im- 
Kractieable,  because  it  would  be  quite  difficult  to  limit  the  purposes 
or  which  these  loans  were  made.  If  a  man  should  make  application 
or  $6,000  on  a  quarter  section  of  land,  if  the  quarter  section  was  a 
{ood  asset  or  good  security  for  $5,000, 1  see  no  reason  why  he  should 
lot  be  able  to  get  that  amount  of  money. 

Mr.  Plait.  Well,  you  are  talking  now  about  limiting  the  amount 
rmther  than 

Gov.  Ingalls  (interposing).  No;  this  is  subdivision  3,  as  to  the 
IKirpose  for  which  loans  can  be  made.  In  other  words,  if  a  man 
Wanted  $6,000,  he  could  not  get  it  unless  he  wanted  it  to  complete  the 
Jtorchase  of  the  land  mortgaged,  to  improve  and  equip  such  land  for 
Ifricnltural  purposes,  or  to  pay  and  discharge  debts  secured  by  mort- 
Bttes  or  deeds  of  trust  on  said  lands. 

Mr.  Plait.  I  thought  from  your  statement  as  to  $5,000  on  a  quar- 
tar  section  of  land  that  you  were  talking  about  the  amount.  Well, 
Hat  why  do  you  think  that  it  would  not  be  possible  to  limit  the 
^Urpose  to  which  the  loan  is  to  be  applied  ? 

Gov.  Ingalls.  Pardon  me;  I  may  have  used  the  wrong  language, 
t  may  be  possible  to  do  it,  but  I  think  it  would  be  impracticable  to 
o  it,  and  in  a  sense  it  would  be  wrong  to  do  it.  If  a  man  has  a 
lurter  section  that  is  worth  $16,000,  why  should  he  not  be  able  to 
DTTOW  $6,000  on  it,  regardless  of  the  purposes  for  which  it  might 
edesireid? 

Mr.  Platt.  Well,  I  am  inclined  to  agree  with  you  that  it  would  be 
•Tactically  impossible  to  prevent  him  from  getting  it,  regardless  of 
fan  inirpose  for  which  it  was  desired ;  but  would  it  not  be  possible  to 
^Tovide,  for  instance,  that  if  he  borrowed  $6,000  and  spent  it  for  an 
utomobile,  the  mortgage  should  thereupon  become  due  ? 

Gt>v.  Ingalls.  Let  me  tell  you  about  this  automobile  business.  I 
LOtice  that  all  through  these  hearings  reference  has  been  made  to 
.utomobiles,  and  the  idea  seems  to  be  that  it  was  wrong  for  a  farmer 
o  own  an  automobile.    Now,  in  my  country 

Mr.  PtATT  (interposing).  I  know  they  are  all  rich  in  your  country 


Ctov.  Ingalls.  In  my  country  the  bankers  are  glad  to  see  a  farmer 
aY68t  money  in  an  automobile,  simply  because  they  have  contributed 
Mnr  largely  to  the  contentment  on  the  farm  of  tiie  women  and  the 
pnBj  and  it  has  made  it  possible  for  them  to  transport  their  eggs 
md  their  produce  to  market  quickly,  and  to  go  to  town  and  get  back 
the  same  day;  and  bankers  in  Kansas  no  longer  look  with  any 
je  of  sraispicion  upon  a  farmer  who  feels  like  buying  an  automo- 
provided  he  does  not  try  to  get  one  of  the  high-pnced  cars. 
^  _Jr.  SxLDoiatiDGB.  I  think:  in  uie  one  little  town  of  Lamed,  in 
JMtem  Kansas,  the  statistics  show  that  there  are  over  600  automo- 
IBbb  owned  by  tiie  farmers. 

Gov.  Ingalls.  I  do  not  know  bow  many  there  are,  but  there  are 
•  great  many  of  them. 
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Mr.  Plait.  Are  they  not  used  10  times  as  much  for  pleasure  m^ 
they  are  for  productive  purposes? 

Gov.  Ingalls.  That  may  be  true;  but  the  farmer  is  entitled  to 
pleasure.  That  is  the  very  thing  which  will  make  a  farmer  oontes 
with  his  farm  life,  because  he  can  go  into  town  at  night,  attend 
moyinj^-picture  show,  and  get  back  the  same  ni^ht;  or  Iw  can  z' 
over  the  fine  roads  in  Kansas  on  a  moonlk^t  mg^t,  and  diase  ji 
rabbits  and  enjoy  living  as  he  never  has  before. 

Mr.  SELDOMBmoE.  He  can  also  attend  political  meetings  and 
to  the  campaign  orators.    [Laughter.! 

Gk)v.  Inqalls.  Yes;  come  from  miles  around. 

I  also  find  in  subdivision  E 

Mr.  Plait  (interposing).  Before  you  leave  that  point  I 
like  to  sav  that  of  course  I  used  the  automobile  merely  as  a 
venient  illustration. 

Gov.  Ingalls.  Yes. 

Mr.  Plait.  Do  you  think  it  might  be  possible  to  make  the 
ffiige  become  due,  or  something  of  that  sort,  provided  the  ftumat 
drmking  up  his  monev^  or  blbwing  his  money  in  <m  riotoiiB  M^ 
or  something  of  that  mndt 

Gk)v.  Ingalls.  Of  course  that  question  will  rest,  under  this 
upon  the  appraisers  of  each  institution.  Now,  it  has  been  my  e^ 
ence  as  a  farm-loan  man  that  we  investigate  very  carefoUy  into 
character  of  the  man,  into  the  character  of  his  fium,  and  of 
neighborhood,  and  his  general  demeanor  and  irtanding  in  the  c 
munity  in  which  he  lives.  I  can  not  see  why  that  process  shcHild 
changed,  simply  because  we  had  a  Federal  act  that  will  provide 
the  creation  of  banks  to  loan  money.  After  all,  this  is  going  to 
upon  the  individual  judgment  of  tne  men  who  make  the  loans. 

Mr.  Platt.  On  the  appraisement  of  the  land  itself,  without 
to  the  character  of  the  man  who  owns  it? 

Gov.  Ingalls.  No;  you  misunderstood  me — on  the  judgment  of  tha 
individual  men  who  make  the  loans.  And  they  will  t&e  into  coba 
sideration  these  very  questions  that  I  have  just  enumerated. 

Mr.  Ady.  May  I  ask  a  question,  please.  Gov.  Ingalls? 

Gov.  Ingalls.  Certainly. 

Mr.  Ady.  After  a  loan  has  been  made,  would  you  consider  it  li 
visable  to  have  some  supervision  of  the  condition  that  the  land  il 
kept  in  during  the  life  oi  the  loan? 

Gov.  Ingalls.  I  think  that  would  be  an  advisable  thing.  Yd 
would  simply  be  doing  what  is  done  now  by  all  the  loan  companka 
Thev  make  inspections  of  the  land  from  time  to  time  during  the  teoi 
of  the  loan,  to  find  out  whether  there  has  been  any  depreciation  il 
the  value  of  the  security,  or  the  general  tone  and  character  of  fli 
neighborhood.  i 

Senator  Hollis.  Now,  tell  us  how  they  carry  that  out  practical^ 
Do  they  have  a  man  whose  business  it  is  to  travel  all  tne  time  ail 
look  after  those  things? 

Gov.  Ingalm.  In  reply  to  that  question,  Mr.  Chairman,  I  wonldi 
that  I  stopped  in  Chicago  on  my  way  here  and  talked  witli  Mr.  F. 
Thompson,  the  farm-loan  manager  of  the  Merchants  Loan  A  "" 
Co.  ot  Chicago.    We  talked  over  that  very  subject.    He,  for  '" 
makes  loans  in  Brown  County,  Kaiis. 
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First,  he  went  over  the  field  very  carefully,  studying  the  topog- 
r»>hy  of  the  country,  and  ascertained  what  the  soil  conditions  were ; 
la  then,  after  a  careful  investigation,  he  made  a  selection  of  a 
sponsible  man  there,  who  knew  the  country  and  knew  the  people, 
I  his  representative;  and  when  this  representative  sends  in  appli- 
itdons  to  the  amount  of  about  $50,000  Mr.  Thompson  goes  to 
►rown  Counts,  investigates  the  security  offered  in  each  application, 
rives  over  the  country  with  his  agent,  and  then  makes  his  own 
rivate  report,  a  matter  of  record  in  the  company.  The  average  life 
f  6-jear  loans,  I  think,  is  about  3  years  in  these  well-selected  ter- 
itones. 

Senator  Hoixis.  Now,  tell  us,  please,  what  percentage  of  three- 
ear  farm  loans  are  paid  at  maturity? 

Gov.  Ingalls.  Well,  I  will  have  to  put  it  a  little  differently.  The 
Dans  are  made  for  five  years,  but  the  percentage  as  worked  out  by 
fr.  Thompson,  and  as  I  have  learned  it  from  other,  sources,  shows 
!iat  the  average  life  of  these  mortgages  is  three  years.  I  have  never 
orked  it  out  myself,  but  from  authorities  that  I  have  consulted, 
find  that  the  average  life  of  these  loans  is  three  years.  That  was 
le  experience,  by  the  way,  that  I  foimd  in  your  own  State  of  New 
[ftmi^diire,  in  talking  with  the  cashiers  of  savings  banks  there. 

Mr.  Plait.  That  the  loans  were  paid  off  in  three  vears? 

Gov.  Ingaujs.  That  their  average  life  was  about  three  years. 

Mr.  Platt.  Not  by  maturity,  but  by  payment  ? 

Qt>v.  Ingalls.  Yes;  by  payment. 

Senator  Hollis.  That  does  not  necessarily  mean  that  the  man  who 
avB  them  up  did  not  borrow  money  somewhere  else. 

jfr.  Platt.  I  was  wondering  whether  a  farmer  could  pay  for  a 
irm,  or  pay  one-half  the  cost  of  a  farm  in  three  years;  it  he  could 
0  m&t  he  does  not  need  any  help  in  New  Hampshire. 

Senator  Hollis.  Gov.  Ingalls  does  not  mean  that  those  loans  were 
ude  on  New  Hampshire  real  estate;  he  means  that  those  were 
ttns  made  by  the  New  Hampshire  people  on  Kansas  lands. 

Mr.  PtiATT.  I  see. 

Gov.  Ingalls.  Yes;  that  is  it.  Senator  Hollis  is  right  when  he 
lys  that  that  does  not  necessarily  mean  that  the  farmer  does  not 
anew  his  loan  elsewhere;  but  the  average  life  of  the  mortgage  is 
hree  years. 

Mr.  Platt.  Yes. 

Senator  Hollis.  I  diverted  you.  Gov.  Ingalls,  when  you  were  tell- 
ag  us  about  how  Mr.  Thompson,  of  Chicago,  did. 

Gov.  Ingalls.  I  think  I  stated  his  plan  with  reasonable  accuracy, 
bout  the  procedure  he  follows,  except  I  might  have  added  that,  at 
ime  time  during  the  life  of  that  loan,  it  was  their  plan,  either 
irough  somebody  in  the  home  office,  or  through  their  agent,  in 
[horn  they  had  ^eat  confidence,  to  have  a  report  made  on  the  con- 
itiion  of  the  land. 

Senator  Hollis.  What  could  they  do  about  it,  under  the  Kansas 
ortga^e,  if  they  found  that  the  farmer  was  not  behaving  well,  and 
IS  letting  his  land  run  out? 

Gov.  Ingalls.  Some  mortgages  are  drawn  in  a  way  to  provide  for 
st  those  contingencies. 
Senator  Hollis.  Well,  what  is  the  phraseology? 
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Gov.  Ingalls.  Well,  for  instance,  in  onr  form  of  mortoage,  if  t 
man  fails  to  pay  his  taxes,  or  fails  to  pay  his  inflaranoe  on  ms  Mid- 
ing  or  improvements,  or  defaults  in  several  other  particulan,  bk 
mortgage  can  be  declared  due  at  once. 

Senator  Hollis.  Well,  do  they  use  the  general  expicBoion  abool 
letting  the  land  run  down — for  instance,  that  the  loan  shall  beQam 
due,  "if  he  shall  commit  waste "f 

Gov.  Ingaixs.  That  is  not  included  in  the  mortgage.  That  is 
only  used  in  leases.  I  do  not  think  I  can  recall  any  forms  of  mort- 
gage that  have  that  provision. 

Senator  Hollis.  Well,  of  course,  you  know  that  if  a  farm,  or  my 
other  lands  has  timber  on  it,  it  would  be  an  infringement  of  the  ru^ 
of  the  mortgagee  for  the  mortgagor  to  clear  the  timber  off  and  de- 
preciate the  security.  That  would  be  "waste,"  and  is  covered  in 
the  average  run  of  mortgages.  I  was  wondering  what  the  wording 
was  in  Kansas  in  that  respect. 

Gov.  Ingalls.  That  is  not  used  in  Kansas.  The  land  is  the  prop- 
erty of  the  mortgagor  to  do  what  he  pleases  with.  The  question 
of  timber  is  simply  one  of  crops ;  he  could  denude  the  land  of  tim- 
ber, as  I  understand  it,  as  well  as  he  could  gather  his  crop  of  com 
in  the  field.    It  is  simply  a  crop. 

Senator  Holus.  That  is  probably  because  timber  is  not  an  im- 
portant factor  in  Kansas  as  it  is  in  other  localities? 

Gov.  Ingalls.  I  can  say  this,  however,  that  a  farm  that  has  a 
certain  acreage  in  timber  is  more  valuable  than  one  without  it,  sim- 
ply as  a  matter  of  fuel. 

Now,  to  recur  to  section  16,  subdivision  E,  under  the  sixth  pan- 
graph,  I  notice  that  under  the  powers  of  these  banks  they  art 
given  the  right  to  discount  commercial  and  other  short-time  paper. 
The  phraseology  does  not  say  whether  that  refers  to  the  cooperative 
banks  or  whether  it  refers  to  land  banks  itself.  In  fact,  one  is  led  t" 
believe  that  it  refers  to  the  land  bank,  because  in  the  same  subdiTi- 
sion  it  refers  specifically  to  the  cooperative  banks  by  name. 

Mr.  BuLKLET.  Well,  in  the  cooperative  banks  provided  for  there 
is  a  land  bank  ? 

Gov.  Ingalls.  Yes;  I  understand  that;  but  I  am  not  thinking  of 
the  cooperative  banks.  In  fact,  I  have  not  given  that  question  any 
thought  or  consideration.  Are  we  to  understand  that  the  land  banb 
proper  are  permitted  to  discount  commercial  and  other  short-time 
paper? 

Mr.  BuLKLEY.  I  so  understand  it. 

Gov.  Ingalls.  Well,  I  think  that  is  wrong. 

Mr.  Platt.  Do  you  think  they  should  be  allowed  to  take  depodta 
at  all? 

Gov.  Ingalls.  Yes ;  along  the  line  that  I  mentioned  a  little  eariiff 
in  my  testimony  here.  I  think  it  should  be  confined  to  nationalf 
State,  county,  and  municipal  funds  and  funds  of  trust  estates,  or 
something  of  that  kind.  I  think  that  would  be  wisHBSt,  simply  for 
the  reason  that  their  operation  would  not  then  come  in  conflict  wiA 
banks  already  organized  to  such  a  large  extent.  I  do  not  see  ai|f 
reason  why  we  should  organize  another  system  of  banks  here,  te 
encroach  upon  the  domain  of  our  present  banking  system. 

Mr.  Platt.  Well,  one  point  that  Mr.  Moss  makes,  for  in^'i^ 
is  that  he  expects  a  great  many  of  the  present  banks  to  be  rtoitgut 
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d  into  banks  of  this  kind,  the  little  $10,000  banks  that  are  so 

intiful  all  over  the  Middle  West. 

3rov.  Ingalls.  I  was  coming  to  that  a  little  later  on,  the  question 

the  organization  of  this  banking  system  by  the  creation  of  these 

tie  banks;  and  possibly  I  will  touch  on  the  point  you  now  make 

I  come  to  it. 

[  also  wish  to  refer  to  subdivision  D  under  the  heading  of  "  Spe- 

ic  limitations,''  section  16,  which  attempts  to  fix  the  amount  of 

►ney  that  is  to  be  loaned  to  any  one  individual.    I  find  that  this 

a  subject  which  has  been  much  discussed  in  these  hearings,  and  I 

ieve  it  is  one  of  the  most  important  subjects. 

The  Northwestern  Mutual  Life  Insurance  Co.,  which  possibly  does 

J  largest  farm-loan  business  of  any  insurance  company  in  this 

mtry,  until  a  few  years  ago  fixed  a  limit  of  $5,000  on  any  quarter 

tion  of  land  in  Kansas,  regardless  of  its  value.    Other  companies 

ve  fixed  a  limit  of  $50  an  acre,  regardless  of  the  value  of  the  land. 

e  Union  Central  Life  Insurance  Co.  fixes  a  limit  of  $10,000  to 

y  individual,  regardless  of  the  amount  of  land  he  owns. 

Senator  Hollis.  That  is,  they  would  not  go  above  that? 

5ov.  Ingalls.  They  would  not  go  above  that. 

Senator  Hollis.  But  the  land  might  be  worth  very  much  less? 

jrov.  Ingalls.  Oh,  yes.    But  I  mean  where  the  securitv  back  of  it 

adequate.    I  think  now  the  Northwestern  Mutual  Lire  Insurance 

.  will  not  loan  to  exceed  $50  an  acre  on  any  land  in  our  county, 

hough,  as  I  say,  some  of  it  goes  as  high  as  $225  an  acre  in  value. 

le  Union  Central  Life  Insurance  Co.  has  concluded  that  $10,000 

as  much  as  any  farmer  should  go  into  debt;  that  his  earning 

3acity  is  not  sufficient  to  carry  a  greater  indebtedness  than  that. 

Df  course,  under  the  bill  here  we  have  20  per  cent  of  the  sum  of 

i  paid-up  capital  and  surplus  of  the  bank,  and  that  would  auto- 

ttically  fix  the  amount  in  every  case,  because  a  $10,000  bank  could 

ly  loan  $2,000  to  any  individual ;  and  that,  I  think,  is,  in  a  way, 

ing  to  solve  this  question  of  the  organization  of  these  small  insti- 

tions  as  provided  by  this  bill,  to  which  I  will  refer  a  little  later. 

The  clause  relating  to  exemption  from  taxation,  I  believe^  is  going 

cause  a  great  deal  of  discu&sion,  and  it  is  to  me  one  which  seems 

be  a  most  serious  problem.    I  believe  it  will  be  unwise  to  exempt 

B  income  of  a  bank  from  taxation.    We  have  an  income-tax  law  m 

is  country,  and  we  are  also  going  to  get  one  in  Kansas.    We  are 

ing  to  amend  our  constitution  to  provide  for  the  taxation  of  in- 

mes  in  line  with  the  Federal  act. 

There  has  also  been  introduced  into  the  Western  States  recently  a 

w  plan  of  taxing  mortgages  which  they  call  a  mortgage  registra- 

n  tee.    Oklahoma  has  passed  such  a  law.    Kansas  came  very  near 

ing  so  the  last  session  of  the  legislature,  and  I  think  within  a  very 

)rt  time  we  will  have  such  a  law. 

tfr.  Stone.  Where  do  you  expect  the  people  of  Kansas  to  go  when 

1  pass  the  income-tax  law  ? 

jtOY.  Ingalls.  Where  will  they  go  ? 

kir.  Stone.  Yes ;  where  do  you  expect  them  to  go  ? 

jrov.  Ingalls.  I  do  not  know ;  possibly  Illinois. 

Senator  Hollis.  You  can  ask  me,  and  I  would  have  to  tell  you  I 

not  know  where  the  people  go  who  are  subject  to  an  inheritance 

:  in  New  Hampshire.    [I^u^ter.] 
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Gov.  Ingalls.  We  repealed  our  inheritance-tax  law  in  Kansas. 

Mr.  Platt.  How  much  of  a  registration  tax  is  proposed  in  Kansas; 
do  you  know  ? 

Gov.  Ingalls.  The  amount  that  was  pretty  well  agreed  upon  list 
winter  was  $5  a  thousand,  to  be  paid  when  the  mortgage  is  recorded: 
and  no  further  tax  is  levied  against  it. 
•    Mr.  Platt.  That  is  one-half  of  1  per  cent  ? 

Gov.  Ingalls.  Yes. 

Mr.  Platt.  That  is  what  the  New  York  State  tax  is.  Although  I 
can  not  speak  for  the  majority,  of  course,  I  imagine  that  if  that  is 
retained  in  the  bill  we  will  probably  provide  that  once  such  a  Ux 
was  paid  the  mortgage  should  not  be  suDJect  to  any  local  tax,  because 
you  can  tax  them  2  or  3  per  cent  in  some  cities,  where  the  rate  is 
hiffh. 

Gov.  Ingalls.  Yes.  The  question  of  the  appointment  of  a  fidu- 
ciary agent  is  another  one  that  seems  to  have  caused  a  good  deal  of 
comment.  The  bill  provides  that  this  fiduciary  agent  shall  be  any 
individual  who  is  not  an  officer  or  director  of  the  bank.  I  believe 
that  is  one  of  the  very  weakest  points  in  the  bill,  for  the  reason  that 
I  hardly  believe  it  will  be  possible  to  secure  the  appointment  of  an 
outsider  as  a  fiduciary  agent  who  would  be  satisfactory  to  the  board 
of  a  bank,  no  matter  whether  it  was  a  bank  organizea  with  $10^ 
capital  or  $500,000.  If  the  president  or  some  officer  of  the  bank 
could  be  designated  as  a  fiduciary  agent,  who  stands  between  tbe 
Government  and  the  bank,  I  believe  that  that  would  be  for  mow 
satisfactory  than  to  bring  in  an  outsider.  Necessarily,  this  outsider 
would  be  objectionable  to  those  whose  money  was  invested  in  the 
bank,  and  who  were  responsible  for  its  organization,  and  who  had 
a  pride  in  making  it  a  successful  and  strong  institution  within  the 
particular  territory  in  which  it  operated. 

Mr.  Platt.  Well,  perhaps  it  ought  to  be  said  there,  that,  as  I  un- 
derstand it,  there  is  nothing  to  prevent  a  bookkeeper  or  an  employee 
of  the  bank  from  being  made  fiduciary  agent,  is  there? 

Gov.  Ingalls.  Yes;  I  think  that  was  somewhat  amplified  by  the 
testimony  of  Dr.  Coulter  here  a  few  days  ago,  when  he  said  that  it 
might  be  possible  to  appoint  a  notary  public,  under  bond,  to  certify 
as  to  these  securities. 

Mr.  Platt.  In  fact,  this  fiduciary  agent  is  not  very  much  more 
than  a  notary  public  anyway,  is  he? 

Gov.  Ingalls.  No.  I  think  he  should  be  a  more  responsible  oflker 
than  that.  I  think  if  the  Government  is  ^ing  to  take  any  part  in 
seeing  that  these  land  bonds  are  good  securities,  this  officer  should  be 
a  responsible  officer  connected  with  the  bank,  and  he  should  have 
some  standing,  both  in  the  institution  itself  and  with  the  Govern- 
ment, which  result  could  not  be  secured  by  simply  appointing  a  book- 
keeper or  some  notarv  public. 

In  section  42  the  oill  provides  for  insurance,  and  the  last  sent- 
ence of  the  section  is  as  follows : 

In  appraslng  proi)erty  for  loiins,  tlio  buil(lIiiK»'  indestructible  |»n>perty  fM 
not  be  valued  at  more  tlum  20  per  cent  of  the  total  flpprnlRement. 

I  believe  that  that  sentence  should  be  stricken  out  of  the  bill,  and 
that  these  loans  should  be  based  entirely  upon  50  per  cent  of  the 
value  of  the  land  itself,  irrespective  of  the  improvements,  and  con- 
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Kjuently  the  insurance  feature  \YOuld  become  unimportant.  That 
i  the  basis  of  assessment  and  appraisement  that  most  of  the  insur- 
ace  companies  have.  I  do  not  believe  it  is  wise  to  use  the  iraprove- 
lents  as  security  in  a  farm  mortgage. 

Mr.  Platt.  Is  there  not  a  great  difference,  Gov.  Ingalls,  between 
ifferent  sections  of  the  country  in  the  proportion  of  the  value  of 
he  buildings  to  the  land — for  instance,  tne  land  in  Kansas  is  prob- 
bly  worth  a  great  deal  more  in  proportion  than  the  buildings  are; 
»ut  in  certain  other  sections,  possibly  in  the  East,  the  buildings  may 
«  worth  more  than  the  land  sometimes? 

Gov.  Ingalls.  Yes;  that  is  possibly  true;  and  I  am  somewhat 
)rovincial  in  that,  I  guess,  because  I  speak  entirely  from  my  knowl- 
idge  of  conditions  in  my  own  State.  I  think,  perhaps,  that  would  be 
luite  true  in  regard  to  Pennsylvania  and  New  York  and  some  of  the 
>ther  Eastern  States. 

Mr.  Platt.  Yes. 

Gov.  Ingalls.  But  in  any  event,  the  land  is  the  basis  of  security 
or  these  loans,  and  I  should  think,  in  view  of  that  fact,  that  you 
hould  disregard  the  improvements  on  it. 

Mr.  Platt.  Well,  I  agree  that  they  ought  not  to  be  counted  for 
ery  much. 

(jrov.  Ingalls.  Section  46  of  the  bill  provides  that  any  borrower 
aay  pay  off  his  mortgage  by  presenting  to  the  bank  bonds  of  the 
ame  series  as  those  issued  against  his  mortgage.  It  occurs  to  me  that 
t  might  be  impossible  for  a  bank  to  locate  these  bonds,  in  as  much  as 
hey  pass  from  hand  to  hand  and  are  a  liquid  asset,  and  it  would  be 
)ractically  impossible  at  times  to  secure  bonds  of  the  particular  series 
vhich  were  issued  against  that  mortgage. 

Mr.  BuLKLEY.  Of  course  the  borrower  always  has  the  right  after 
ive  years  to  pay  it  in  cash,  and  this  payment  by  presenting  tne  bonds 
8  only  an  option  that  he  can  exercise. 

Senator  Hollis.  The  idea  being,  that  if  the  bonds  should  go  below 
par  he  should  get  the  benefit  of  that. 

Gov.  Ingai^s.  Yes;  but  in  reading  this  over  it  occurred  to  me  that 
there  might  be  some  central  point  of  registration  of  these  bonds,  so 
that  they  might  be  followed  in  a  way  and  located  if  they  are  needed. 

I  do  not  want  to  take  much  more  of  your  time;  but  I  do  want  to 
say  this,  that  I  believe  that  the  theory  you  are  operating  on,  under 
this  bill  to  establish  a  multitude  of  small  banks  in  a  State,  is  not  a 
sound  one,  because,  from  my  experience  in  a  small  way  as  a  mortgage- 
loan  man,  I  believe  it  would  be  practically  impossible  to  sell  the  land 
X)nds  of  a  small  institution  in  Kansas,  for  instance,  located  in  a  small 
own  of  700  or  800  population. 

In  other  words,  I  am  more  or  less  of  an  advocate  of  the  sugges- 
ions  made  in  the  minority  report  of  the  American  commission ;  if  it 
^as  entirely  popular,  I  do  not  know  but  that  I  would  be  willing  to  go 
s  far  as  to  favor  the  organization  of  a  central  bank.  But  that  does 
ot  seem  to  be  in  the  air  at  this  time,  and  it  is  something  that,  Mr. 
forris  said  yesterday,  we  ought  to  leave  in  the  back  of  our  heads 
or  the  present. 

But,  at  any  rate,  I  do  believe  in  the  regional  plan.  And  I  believe 
1  the  organization,  either  into  State  units  or  regions,  rather,  com- 
rising  one  or  two  States  or  three  States,  and  that  these  local  units 
ould  simply  be  federated  so  that  we  would  have  a  bank  of  sufficien' 
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size  and  magrjitijcle  and  standing  to  give  character  to  these  invest- 
ments. 

Mr.  Seldomridge.  I  would  like  to  ask  Gov.  Ingalls  a  questiflB. 
What  would  you  suggest  in  the  way  of  an  effective  and  competeat 
appraisement  of  the  land — what  scheme? 

Gov.  Ingalls.  I  think  the  scheme  provided  in  the  bill  is  as  netr 
safety  as  you  can  get  it.  In  other  words,  if  three  directors  of  tlie 
institution,  who  have  knowledge  of  land  c^iditions  and  of  propertr 
values  and  of  the  elements  that  go  to  make  up  the  value  of  a  piece  of 
land,  pass  upon  it  under  oath,  I  can  not  see  how  you  can  get  down 
closer  to  the  bedrock  value  of  the  security.  You  can  not  get  an  out- 
sider, armed  as  he  might  be  with  some  commission  from  the  Govern- 
ment, to  come  into  a  locality  and  pass  upon  the  value  of  the  lind 
iust  on  a  visit  of  a  few  hours  or  a  few  days.  And  I  do  not  see  any 
Detter  way  than  is  provided  in  the  bill. 

Mr.  SEiiDOMRiDGE.  Recogniziu^  your  support  of  a  central  unit  to 
federate  with  these  smaller  units,  would  you  confine  that  centni 
unit  to  the  limit  of  a  State,  or  would  you  enlarge  its  field  of  actiritr? 

Gov.  Ingalls.  My  first  thought  was  to  confme  it  to  the  State— let 
each  State  stand  upon  its  own  S)ttom,  as  it  were.  I  realize  that  there 
would  be  competition 

Mr.  Seldomru>ge.  You  heard  yesterday  the  statement  of  Mr. 
Morris  that  there  would  be  more  or  less  prejudice,  somewhat  psycho- 
logical in  character,  against  bonds  issued  by  a  State  mortgage  bank 
that  might  operate  unfavorably  in  securing  a  market  for  those  par- 
ticular bonds? 

Gov.  Ingaij^s.  I  heard  that;  and  I  also  heard  the  retort — I  will 
not  say  the  retort,  either,  but  the  question — of  Mr.  Thompscm  di- 
rected to  Mr.  Morris,  asking  him  how  he  would  adjust  the  difficultv 
of  the  different  laws  that  might  obtain  in  the  different  States  with 
reference  to  interest  rates  and  other  matters,  and  also  the  question 
as  to  how  it  would  be  possible  to  establish  these  regional  banks. 
Take,  for  instance,  the  States  of  Kansas,  Nebraska,  Missouri,  and 
Oklahoma,  with  Kansas  City  the  natural  point  for  a  regional  bank: 
it  is  now  competing  for  one  of  the  reserve  banks  under  our  Fedenl 
reserve  act.  Then  there  is  Omaha,  on  the  other  hand,  a  large  city 
in  that  particular  region,  located  in  one  of  the  proven  agriculturtl 
sections  of  the  State,  would  want  a  State  or  two  in  its  region. 

Mr.  Platt.  Both  of  them  are  on  the  borders  of  the  States,  so  thit 
they  would  not  either  one  be  ver}'  well  located  for  a  State  centni 
institution. 

Gov.  Ingalls.  Well,  the  geographical  center  is  not  necessarily  of 
importance ;  it  is  a  (question  of  where  it  would  be  the  wisest  to  pot 
them  imder  all  the  circumstances.  I  think  it  would  be  a  very  dif- 
cult  matter  to  adjust  the  agricultural  territory  to  any  particohr 
point. 

Mr.  Platf.  You  would  not  think  that  providing  regional  or  Stote 
central  banks  would  add  anything  to  the  efficiency  ox  the  appf«i>^ 
ment,  would  you?  You  would  not  think  that  a  central  appraiV 
should  be  sent  out  from  the  regional  banks? 

Gov.  Ingalls.  Simply  to  check  up  the  appraisement  of  the  local 
institutions. 

Mr.  Seldomridge.  Gov.  Ingalls,  what  percentage  of  mortgages  on 
Xansas  farm  lands  are  now  held  by  nonresidents? 
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jrov.  Ingalls.  I  have  no  idea.  In  fact,  I  can  not  see  how  it  is  pos- 
le  for  anybody  to  determine  that  there  are  $3,000,000,000  of  mort- 
ges  in  this  country.  I  do  not  see  under  what  scheme  or  what 
m  they  have  been  able  to  determine  that  there  are  $3,000,000,000 
mortgagee  in  this  country. 
S/ix,  SsLDOMBnxjE.  Yes. 

Grov.  Inqalls.  I  have  attempted  for  the  last  two  years  to  find  out 
Lat  the  mortgage  indebtedness  was  in  my  own  State,  but  liave 
m  unable  to  do  so. 

Mr.  Seldomridge.  Is  there  any  tendency  toward  tenancy  in 
LDsas? 

Grov.  In  GALLS.  Oh,  yes.  Kansas  is  a  little  over  50  years  of  age,  and 
tny  of  the  pioneers  who  came  out  there  and  bought  land  cheap 
ong  time  ago  and  have  lived  on  the  farm  are  now  growing  old  and 
i  moving  into  the  smalls  towns,  and  those  who  have  no  families 
children  are  simply  renting  that  land  out  and  living  on  the  in- 
ne  of  it. 

Mr.  SELDOMRnxjE.  Yes.    Is  there  any  difficulty  or  distress  caused 
any  lack  of  money  to  be  had  on  farm  loans?    Do  farmers  have 
y  difficulty  in  getting  money  now  ? 

Q^ov.  Inoalls.  None,  except  that  the  rate  is  higher  now  than  it 
3  ever  been  in  our  State. 

Mr.  Seldomridge.  There  is  no  difficulty  in  a  man  getting  a  loan 
good  land,  if  he  has  it? 

Sov.  Ingalls.  There  is  no  difficulty  in  getting  money,  except  that 
w  they  can  only  get  it  from  the  insurance  companies ;  that  is  the 
ly  source  of  supply  they  have  now. 

Mr.  l^iiX>MRn>6E.  Have  the  insurance  companies  raised  their  rate  ? 
Grov.  Ingalls.  Yes:  the  rates  of  insurance  companies  have  in- 
cased from  one-hall  to  1  per  cent  in  the  choice  loaning  districts 
the  State. 

Mr.  Platt.  Does  tenancy  tend  to  precede  ownership  ?    Do  tenants 
y  the  farms,  or  do  they  remain  tenants  all  their  lives  ? 
jrov.  Ingalls.  The  tendency  is  to  acquire  the  farms. 
Mr.  Platt.  To  lease  the  farm  first  and  buy  it  afterwards  ( 
jrov.  Ingalls.  That  is  the  tendency  in  our  country. 
Mr.  Platt.  You  said  awhile  ago  that  you  did  not  think  anybody 
•uld  take  the  bonds  of  these  small  banks,  supposing  that  they  were 
^nized  as  this  bill  provides.    Now,  Mr.  Moss  thinks,  for  instance, 
it  in  his  own  State  of  Indiana  the  local  people  would  take  those 
nds,  just  as  they  do  local  road  bonds  and  things  of  that  sort.    He 
inks  they  will  be  taken  right  in  the  neighborhood.    Would  not  that 
true  in  eastern  Kansas,  where  the  farmers  are  already  loaning 
>ney  to  each  other  ? 

Grov.  Ingalls.  Yes;  they  would  to  a  limited  extent,  but  not  in  a 
ficient  volume. 

Sir.  Platt.  I  mean  that  they  would  take  the  stock  of  the  banks 
i  would  take  their  mortgages  from  those  banks  to  give  them  a 
rt,  so  that  the  bonds  would  get  a  chance  to  get  afioat  ? 
Jov.  Ingalls.  I  will  simply  ^ve  it  as  my  opinion  that  I  do  not 
ok  they  would.  I  do  not  think  there  is  sufficient  money — what 
call  "private  money" — in  the  several  localities  to  absorb  these 
iirities.  The  fact  that  they  will  be  tax  free  might  attract  in- 
ters; but  we  must  look  for  a  larger  market  for  the  bond?  than 
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among  local  people.  That  is  the  trouble.  We  must  go  outside  of  the 
State  for  a  sufficient  volume  of  money  to  cany  the  mortgage  indebt- 
edness of  the  State.  If  it  was  not  for.  the  big  insurance  companies 
and  the  investors  throughout  the  country,  we  would  not  have  suf- 
ficient money  to  finance  our  farms  to-day.  Every  two  years,  when 
the  legislature  convenes,  the  question  comes  up  as  to  taxing  mort- 
gages, and  right  on  top  of  that  question  comes  the  argument  thit 
"if  you  tax  them,  you  will  drive  these  insurance  companies  out  of 
the  State,  and  your  rate  will  go  up";  and  that  always  has  defeated 
the  plan  to  tax  them. 

Mr.  Platt.  They  ought  to  be  exempted;  but  then  it  is  hard  to  con- 
vince people  of  that  fact.  Are  mortgages  normally  taxable  now 
under  the  laws  as  personal  property? 

Gov.  Ingalls.  Oh,  yes;  at  100  cents  on  the  dollar. 

Mr.  Platt.  There  is  no  legal  exemption  now? 

Gov.  Ingalls.  Not  a  dollar. 

Mr.  Platt.  It  is  simply  that  you  are  not  actually  taxed  by  the 
assessors? 

Gov.  Ingalls.  Yes ;  they  are  supposed  to  be.  We  have  got  Ten 
rigid  taxation  laws  in  Kansas,  passed  within  the  last  few  years,  it 
used  to  be  25  per  cent  of  the  valuation,  but  now  everybody  is,  under 
oath,  supposed  to  turn  in,  dollar  for  dollar,  his  mort^tges,  secnurities, 
and  money  in  the  bank. 

Mr.  Platt.  That  is  a  sufficient  reason  for  the  rate  of  interest  going 
up  in  your  State. 

Gov.  Ingalls.  I  can  not  say  whether  that  is  the  cause  or  not,  M 
that  is  the  law. 

Senator  Hollis.  Are  there  any  other  questions!     We  are  v«y   'l 
much  obliged  to  you,  Gov.  Ingalls. 

(Thereupon,  at  12.50  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  March  14, 1914,  at  10.80  o'clock  a.  hl) 
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SATTJBDAY,  MARCH  14,   1914. 

United  States  Senate, 

Washington^  D,  G. 
The  subcommittees  assembled  in  joint  session  at  10.30  o'clock  a.  m., 
[on.  Henry  F.  HoUis  presiding. 
Present:  Representatives  Stone,  Seldomridge,  Woods,  and  Piatt. 

CATEMEKT  OF  HEBBEBT  aXJICE,  EDITOB  OF  FABM  AND  FIBE- 
SIDE,  SPBINGFIELD,  OHIO. 

Senator  Hollis.  Mr.  Quick,  will  you  state  your  residence  and  your 
isiness? 

Mr.  Quick.  I  am  editor  of  Farm  and  Fireside,  the  home  offices 
E  which  are  at  Springfield,  Ohio. 

Senator  Hollis.  Mr.  Quick,  if  you  will,  please  tell  us  what  inter- 
t  you  have  had  in  the  matter  of  rural  credits,  and  any  special  study 
VOL  have  made  of  that  subject. 

Mr.  Quick.  Well,  gentlemen,  I  do  not  know  that  I  have  made  any 
ich  study  of  rural  credits  as  entitles  me  to  speak  to  you  here.  I 
ispect  that  all  of  you  know  more  about  it  than  I  do.  I,  however, 
ave  been  studying  the  agricultural  situation,  and  have  studied  it 
rem  a  practical  point  of  view^  and  for  years  I  have  been  editor  of 
tie  Farm  and  Fireside,  which  is  a  national  paper  and  goes  to  every 
lart  of  the  United  States.  Any  advantage  that  I  have  had  consists 
tt  the  fact  that  I  have  been  obliged  to  learn  all  I  could  about  the 
Jnited  States,  rather  than  any  one  location. 

It  has  seemed  to  me  for  a  long  time  as  though  some  better  system 
if  rural  credits  is  needed  in  some  parts  of  the  country.  I  think  if 
?e  take  up  this  matter  as  a  thing  of  universal  application,  instead 
rf  thinking  of  farm  credits  as  a  thing  which  can  be  decided  accord- 
ing to  the  differing  local  conditions,  we  are  going  to  make  a  mistake. 
?or  instance,  I  do  not  believe  that  the  farmers  of  the  Middle  West, 
^here  lands  are  uniform  in  quality  and  very  high  in  value,  and 
^here  a  man  might  take  a  mortgage  on  any  farm  without  much 
eference  to  its  inspection  and  come  out  all  right  on  the  market, 
eeds  a  system  of  farm  credits  as  badly  as  the  portions  of  the  coun- 
•y  which  lack  uniformity  in  soil,  lack  a  developed  loan  system,  and 
sally  need  development  rather  than  any  very  radical  change  in 
leir  financial  system.  For  instance,  in  the  State  of  Iowa  it  has 
ien  possible  for  a  long  time  to  borrow  money  on  almost  any  farm 
;  5  per  cent,  sometimes  even  less  than  that. 

Senator  Hollis.  Mr.  Quick,  do  you  mean  that  the  average  farmer 
stually  gets  his  money  as  low  as  6  per  cent,  taking  into  account 
wyers'  fees  and  commissions? 

Mr.  Quick.  I  was  going  to  add  that  I  had  letters  from  farmers  in 
Oklahoma  and  in  the  South  who  are  absolutely  unable  to  get  money 

799 


Digitized  by 


Google 


800  BUBAL  CBEDITB. 

now  at  terms  of  less  than  10  to  12  per  cent,  and  as  li 
per  cent. 

Senator  Hollis.  How  about  in  lowat    Do  yoa  thii 
himself  gets  his  money  actually  at  5  per  cent  in  Iowa! 

Mr.  Quick.  I  am  inclined  to  think  in  Iowa  a  5  per 
will  be  renewed  in  five  years  at  a  nominal  eypfngft,  whj 
of  about  $5  as  a  fee  for  reexamination  of  the  titie,  to 
not  there  have  been  any  liens  filed  or  accrued  aninat  i 
meantime.  That  is  not  very  bnrdencNnne.  Well, 
place— I  have  a  farm  up  here  at  Berkeley  SprinigEu 
a  house.  Probably  the  building  I  am  gWJg  to  put 
come  within  the  purview  of  any  system  of  Sam  mod 
credits  anyhow,  but  suppose  it  is  an  improyement  ifa 
under  the  system.  I  want  to  borrow  $6fiM  this  year, 
tile  loan  first  in  my  local  town,  whwe  thi^  htHfiB  an 
said*, "  Ye3 ;  we  would  be  very  glad  to  loan  you  the  $6,C 
not  loan  it  for  any  length  of  tmie  **;  but  the  buker  si 
down  to  Baltimore,  and  if  you  will  give  me  a  mortgage 
think  I  can  put  it  up  down  there  and  get  the  mimfiy.'^ ' 
banker  said,  ^^  We  would  be  very  glad  to  aooommodi 
but  we  can  not  loan  on  anjrthing  not  stodba  and  bonds 
know  the  value  of."  "  But,"  sud  my  friend, "  I  will 
gage  and  sign  his  note  with  you,  because  I  think  be  is 
he  would  not  even  take  the  indorsement  of  the  preside 
bank  on  any  paper  that  would  be  indirectiy  sopiparl 
mortgage. 

And  all  over  the  South,  all  over  a  good  part  of  the  { 
over  a  large  proportion  of  the  United  States,  there  is 
means  whatever  for  a  farmer  to  get  money  in  a  broi 
security  on  farms.  There  is  no  (Erect  market  for  fa 
There  is  no  way  by  which  the  investor  of  New  Englanc 
can  know  whether  a  farm  mortgage  is  eood  or  not.  T] 
standardized  method  of  getting  those  loans.  The  wh 
inspection  of  loans,  of  the  original  placing  of  the  loan 
and  all  that,  is  in  a  state  of  absolute  anarchy,  and  in  i 
bijBi^est  work  that  Congress  can  do  is  to  put  into  efFed 
which  tlic  market  for  farm  mortgages  will  be  bnMM 
people  who  never  saw  a  farm,  people  who  do  not  i 
abont  farm  people,  who  have  no  method  of  protecti 
against  bad  loans,  will  be  protected  by  some  govern) 
that  will  assure  them  that  tne  security  for  the  money 
fiood.  That  is  a  very  important  matter,  the  making 
tor  farm  loans  universal,  so  that  anybody  that  has  $1( 
possible,  make  it  as  low  as  $25,  or  any  larger  sum,  ma' 
in  farm  loans.  So  that  a  man  working  on  a  railroad 
who,  under  present  conditions,  buys  post-oflice  money  < 
have  the  Government  back  of  his  savings,  or  puts  his  re 
savings  banks,  when  he  has  acciunulated  $25  or  $100  or 
a  bond  based  on  a  farm-land  mortgage.  If  you  can  put 
legislation  that  will  obtain  a  market  for  farm-land  moi 
way,  I  think  you  will  do  a  veiy  great  thing  for  the 
United  Statos. 


Digitized  by 


Google 


RURAL  CREDITS.  801 

Mr.  Bui/KLSY.  That  is  apart  from  the  question  of  rates  of  interest? 
!%at  is  a  questicm  of  getting  a  loan  at  all,  is  it  not? 

Mr.  Quick.  It  is  a  question  of  gettinga  loan  at  all.  I  know  some 
Mitlemen  who  went  down  to  the  Lake  Charles  district  in  Louisiana. 
ilurf  had  some  rice  lands  down  there,  and  they  organized  a  little 
lank  there  for  the  purpose  of  carrying  on  a  loan  business.  They 
tttrted  operations  and  began  loaning  to  farmers  in  that  vicinity, 
rkey  immediately  found  that  they  had  done  a  very  terrible  thing. 
rhe  bankers  in  that  vicinity  were  all  very  much  incensed  at  the  idea 
ft  those  men  from  the  North  coming  down  there  and  disturbing  their 
Inancial  system,  which  consisted  in  this:  If  a  farmer  wanted 
noney,  he  did  not  go  to  the  bank,  but  he  went  to  his  merchant, 
irhoeyer  it  miffht  be,  the  merchant  went  to  the  bank  and  borrowed 
ilie  mcmey  and  paid  the  bank  rates  and  advanced  to  the  farmer  a 
Mifficient  amount  of  money  to  carry  him  through.  The  farmer  then 
Wms  sopnofied  to  buy  all  of  his  supplies  of  that  merchant,  and  sell 
hfaa  all  nis  products.  The  merchants  all  over  the  South — I  should 
•5t  say  "  all  over,''  because  it  may  not  extend  all  over  the  South, 
■nd  I  may  be  making  my  statements  too  broad,  but  so  far  as  I  know 
it  18  all  over  the  South,  the  local  merchants  have  that  kind  of  system, 
\fj  which  for  an  article  for  which  they  charge  $1  to  a  man  who  pays 
wi,  they  charge  $2,  or  something  like  that,  if  he  is  a  farmer  who 
ll  indebted  to  the  store.  And  it  is  that  kind  of  a  situation  that 
fte  people  of  the  South  and  the  people  in  the  more  backward  dis- 
Msts  of  this  country  need  to  have  a  market  to  ^et  them  out  of.  It 
ban  oppressive  thmg.  It  is  just  about  the  situation  which  pre- 
yed Ml  Austria  when  the  Austrian  Government  began  to  estab- 
mk  thd  Landschaften  and  Raeffeisen  banks  for  the  purpose  of  get- 
Ihg  farmers  out  of  the  clutches  of  a  class  of  men  who  were  just 
^ply  sacking  their  blood.  I  do  not  mean  to  say  that  the  people 
•ho  are  doin^  this  thing  are  consciously  bloodsuckers,  but  it  is  a 
yfitem  which  nas  grown  up  in  that  section  of  the  country,  and  it  is 
H  incubus  uponr  its  development. 

Mr.  Platt.  Mr.  Quick,  may  I  interrupt  you? 

Mr.  Quick.  Yes. 

Mr.  Platt.  You  spoke  of  some  men  who  went  down  into  the  Lake 
Siarles  district  and  found  they  had  done  a  very  terrible  thing.  Do 
mA  those  merchants  control  politically  and  every  other  way  and  will 
liere  not  be  trouble  getting  an  institution  started  there  oecause  of 
heir  control? 

Mr.  Quick.  I  do  not  know  about  that. 

Mr,  Platt.  We  had  a  man  here  the  other  day  who  said  that  the 
Sirtements  he  was  making  were  likely  to  get  him  into  trouble  from 
Itose  people. 

Mr.  Quick.  I  have  known  cases  in  which  that  no  doubt  would 
Ikppen,  but  I  do  believe  this:  That  whatever  you  may  do,  if  you 
iMact  wise  legislation  it  will  not  begin  to  have  a  very  strong  in- 
iienoe  to-irorrow  or  the  next  day;  but  if  in  10  years  from  now  it  will 
live  accomplished  this  result  it  will  be  a  piece  of  very  wise  states- 
jkttiship.  I  am  not  expecting  this  result  to  be  immediate.  The 
ionth  IS  now  looking  up.  The  farmers  of  the  South  are  among  the 
host  teachable  in  the  world.  They  are  better  than  the  northern 
i  .^081—14 51 


Digitized  by 


Google 


802  BURAL  CREDITS. 

people  in  that  respect.  Dr.  Knapp's  work  has  shown  that  the  fim* 
ers  of  the  South  can  be  taught.  They  are  bringing  about  a  revolufi* 
in  their  practical  operations.  A  large  and  growing  number  of  fmh 
ers  in  the  South  are  proud  of  the  fact  that  they  are  farmers,  whom 
making  money  on  their  farms.  They  started  from  a  much  ]sm\ 
plane  than  the  northern  farmer,  but  I  believe  they  are  setting  ootet 
that  plane,  and  I  believe  they  need  some  such  system  of  farm  m& 

Mr.  Platt.  Can  a  northern  farmer  go  into  the  South  and  actuaSj 
work  with  his  own  hands  without  losing  money  ? 

Mr.  Quick.  Some  places  he  can,  but  he  will  be  better  off  if 

Mr.  Platt  (interposing).  Do  the  southern  farmers  work,  or  fc 
they  get  somebody  else  to  do  the  work? 

Mr.  Quick.  There  is  a  large  number  of  white  men  in  the  SoiA 
who  are  working  and  working  well  and  working  hard,  and  the  nin^ 
ber  is  increasing  very  largely.    In  every  part  of  the  coontry,  if  I* 

fo  to  the  very  finest  people  in  the  towns,  they  will  tell  you  that  w0 
ave  a  higher  appreciation  of  the  man  who  works  with  his  huM 
than  they  have  of  the  man  who  does  not.  Of  course  that  is  to 
extent  an  intellectual  appreciation  rather  than  sentimental. 

Mr.  Platt.  And  that  is  growing? 

Mr.  Quick.  That  is  growing.  That  is  aside,  however,  from  tkl 
matter  of  rural  finance. 

I  think  that  the  first  thing  that  is  necessary  is  to  furnish  capitd 
to  farmers.  If  I  had  known  I  was  going  to  have  this  prinlcyli 
which  I  appreciate  ven^  highly,  I  would  have  prepared  mj^elf  wA 
some  figures  from  the  State  of  Wisconsin  which,  I  presume,  you  m^ 
have.  They  are  available,  have  been  published,  and  represent  m 
work  of  Dr.  D.  H.  Otis,  of  the  University  of  Wisconsin.  Dr.  Ofii 
has  been  getting  reports  from  farmers  as  to  their  profits  on  their 
operations— profits  or  losses.  In  a  great  many  cases  they  are  losM: 
That  is  in  Wisconsin.  He  has  published  a  very  interesting  bullKa 
on  this  subject  in  which  he  shows  that  the  farm  is  profitable  in  Wtt. 
consin  just  in  proportion  to  which  its  value  is  represented  by  theiiW 
provements — rather  than  tied  up  in  lands.  In  other  words,  the  fini^ 
which  has  100  per  cent  land  value  is  the  ideal  poor  farm — the  fuM 
that  produces  tne  poorest  results.  The  farm  which  has  perhaps  !l 
per  cent  in  value  of  improvements  is  the  ideal  farm  for  profits. 

Mr.  Platt.  By  improvements  you  mean  buildings? 

Mr.  Quick.  I  mean  productive  improvements.  I  mean  live  stod 
and  drainage  and  fencing  and  silos  and  barns  and  other  improvemeoll 
for  carrying  on  farm  operations.  I  think  that  farms  having  40  ii 
60  per  cent  of  their  value  in  improvements  (productive  improf* 
ments)  paid  about  the  highest  returns  to  the  farmers  of  any  hxm 
that  they  had  examined,  and  they  had  examined  hundreds  of  thMl 
I  state  this  fact,  and  you  can  get  the  exact  figures,  if  you  like,  hi 
cause  they  are  available,  to  show  that  what  the  farmer  needs  is  aol 
tal  productively  invested.  Therefore,  I  think,  in  the  first  place  m 
plan  of  opening  up  the  money  markets  of  the  world  to  the  fanMi 
so  that  they  may  get  the  capital  which  they  need  to  make  their  teaj 
productive  ougftt  to  be  coupled  with  some  provision  that  tiie  mcMH 
obtained  on  those  loans  should  be  productively  invested.  If  iiMail| 
is  loaned  to  farmers  merely  because  they  have  land,  it  will  be  a  bi 
thing.    In  Dakota  and  Nebraska,  in  the  early  nineties,  after  a  pn 
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ged  land  boom  there,  during  which  a  large  portion  of  that  coun- 
was  taken  up  and  homesteaded,  the  business  of  making  farm 
ns  was  veiy  nighly  developed.  There  were  sreat  concerns  in 
iisas  City,  Omaha,  St  Joseph,  Sioux  City,  and  other  towns  out 
re,  that  were  dealing  very  heavily  in  farm  mortgages.  They  would 
:e  the  farm  mortgage  down  East  and  sell  it  to  Senator  HoUis  and 

friends 

Senator  Holus  (interposing).  That  is,  our  bank? 
At.  Quicbu  Yes;  jrour  bank.  Those  loans  had  been  very,  very 
yd ;  they  had  paid  interest  all  along,  but  two  things  were  happen- 
f:  First,  lots  of  people  who  were  not  farmers  were  getting  tired  of 
jir  lands ;  and,  second,  the  seasons  were  bad.  At  that  time  a  great 
ny  of  these  homesteads  were  reaching  a  point  where  they  could 
;  titles.  Many  and  many  an  instance  took  place  out  there  where  a 
Ik  made  his  application  for  a  loan,  which  was  sold  in  Vermont, 
w  Hampshire — all  over  the  country — to  savings  banks  and  other 
icems.  He  made  his  application  for  a  loan,  so  that  the  money 
uld  be  there  the  day  that  he  went  down  and  got  his  patent  from  the 
>vernment.  He  loaded  his  stuff  into  his  wagon,  went  down,  got 
;  patent,  made  his  mortgage,  took  his  money,  and  left  the  country 
d  never  went  back  to  that  larm.  There  were  many,  many  instances 
that  kind.  There  are  many  people  who  own  land  who,  if  they 
lid  get  a  loan,  would  simply  get  the  loan  and  leave  the  country, 
ir  it  IS  perfectly  obvious,  to  my  mind,  that  in  any  proper  system  of 
rm  finance  you  must  have  not  only  local  organization  and  local 
>ral  responsibility  for  the  loans,  but  you  must  have  local  financial 
sponsibility^  so  that  if  the  loan  is  not  paid,  somebody  concerned 
th  the  making  of  it  will  have  to  pay  it.  If  you  do  not  do  that,  you 
5  going  to  have  the  possibility  of  booms  in  countries  that  are  not 
momically  sound,  and  your  system  will  receive  a  setback  and  a 
ick  eye. 

Senator  Hollis.  It  has  been  suggested,  Mr.  Quick,  that  the  money 
ined  should  be  confined  to  one  of  three  purposes :  First,  to  help  a 
IB  purchase  a  farm  for  actual  cultivation ;  second,  to  make  produo- 
B  improvements  on  the  farm ;  third,  to  refund  some  existing  obliga- 
ns  on  the  farm.  Will  vou  discuss  those  three  objects?  Do  you 
ink  that  fills  it? 

Mr.  Quick.  Well,  I  think  there  is  danger,  as  well  as  great  possible 
od,  in  the  provision  for  floating  loans  for  purchasing  lands. 
Senator  Holus.  That  is  done  so  as  to  permit  the  tenant  farmers, 
rticularly  young  men  who  have  not  very  much  capital,  to  get  a 
od  instrument  and  not  spend  their  lives  on  a  rented  farm. 
Mr.  Quick.  That  object  is  certainly  good.  I  do  not  know  about 
I  words  "  productive  improvements."  I  presume  you  might,  per- 
pe,  define  the  word  "  productive  "  to  cover  pretty  nearly  what  you 
int.  Anyhow,  with  those  thin^  in  the  law,  it  would  be  an  im- 
iivement  over  the  present  conditions. 

Senator  Holus.  There  is  no  doubt  that  farm  buildings  and  drain- 
It  and  fencing,  etc.,  would  come  in  under  productive  improvements, 
Mr.  Quick.  That  is  perhaps  true. 

Scoiator  HoiiUS.  Perhaps  I  should  not  use  the  word  "  productive." 
that  in  the  bill! 
Ifr.  Moss.  The  word  "  productive  "  is  not  in  the  bill. 
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Senator  BqkAA  No;  it  is  Bot  k  thi  bilL 

ib.  Fuftt.  t)6  you  ^bkik  it  is  px«etieaU«  to  etif one  maj  sMb  ] 
visicnt 

Ifr.  QmoiK.  Any  mdi  provuton  m  iriuitt 

ifir.  Pi;ait.  Am  you  have  just  been  speeld^  of-^Co  eay  idnt  I 
taoney  ehoidd  be  need  fort 

Mr.  Quick.  I  think  it  is  not  only  practicable,  but  I  thU  it\ 
mbmAutdj  essential  to  the  flysteoi. 

Mr.  Platt.  What  woold  yon  do  with  the  total  who  did  net  i. 
Ins  money  for  the  things  he  secured  it  fott    Sajradse  he  wiotoll 
iMTtgagehisfanntobny  a  few  shares  of  United  States  Sled  I    ' 
ham  would  you  stop  himt 

Mr.  Quick.  I  should  say  that  it  would  be  perfectly  posnUei 
local  bank  to  so  conduct  its  affairs  that  it  would  know  irintl 
inoney  was  going  to  be  spent  for.   I  tiiink  it  would  be  perfect^  fPJ 
aible  for  the  loan  to  be  made  so  that  they  could  at  once  tondml 
the  money  was  not  spent  according  to  the  arrangemenl   I 
stand  that  the  loans  in  other  countries  are  loaned  ui^tar 
conditions.   I  suppose  someihinff  must  be  left  to  the  integrity  ef 
man.  and  that  is  the  advantage  <3  a  local  concen.  AmanthiStr 
do  that  probably  would  not  be  able  to  ijrt  a  loan  from  a  Ibetl 
at  aU,  because  they^  would  know  that  he  is  a  rascaL 

Mr.  Platt.  He  is  not  a  rascal,  if  he  has  inverted  his  dkmnj  it: 
productive  enteiprise  and  his  security  is  there. 

Mr.  Quick.  He  is  a  rascal  if  he  tells  them  he  is  going  to  i 
it  in  improving  his  farm  and  then  buys  United  States  Sted. 

Mr.  Platt.  That  may  be.    Of  course,  he  is  to  tlie  extent  of  ha^ 
made  a  false  statement. 

Mr.  Quick.  I  do  not  believe  that  there  would  be  much  of  that 
think  that  where  the  responsibility  is  local,  both  moral  and  finti^ 
where  there  is  a  liability  on  the  part  of  the  man  making  the  lou^ 
Hiey  are  going  to  be  able  to  protect  themselves. 

Senator  Hollis.  Do  you  think  that  liability  would  be  enoudi  i| 
the  capital  of  the  bank  were  hazarded,  without  any  personal  litmli^ 
on  the  part  of  the  bank  officers!  i 

Mr.  Quick.  I  think  so  *  if  the  stockholders  in  the  banks  were  liall 
at  least  to  double  liability,  and  perhaps  an  unlimited  liability  m 
their  stock,  to  pay  off  bad  loans,  I  do  not  believe  the  farmers  of  tt 
United  States  would  organize  banks  rapidly  enough  to  meet  tM 
wants  if  there  were  an  unlimited  liability. 

Mr.  Seldombidge.  Will  you  pardon  me  for  a  question! 

Mr.  Quick.  Yes. 

Mr.  Seldomridoe.  The  bill  provides  for  a  minimum  capital  e 
$10,000,  with  loaning  power  to  the  amount  of  15  times  its  capital 
but  only  provides  for  a  profit  of  1  per  cent  to  the  bank  for  perron! 
tng  this  service.  Do  you  think  that  men  would  associate  themseN 
together  in  a  banking  corporation  with  double  liability  of  sMl 
holders,  the  profits  of  which  would  not  possibly  go  beyona  as  smtlll 
fi^re  as  $1,500?  In  other  words,  would  they  want  to  assume  li 
bnity  for  their  proportion  of  debt  that  the  bank  might  obligate  ita 
for? 

Mr.  Quick.  As  a  matter  of  act  there  is  not  any  liability  if  the  IflU 
are  properly  made,  and  the  advantage  of  tiiat  kind  of  organixatM 
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that  they  have  it  within  their  power  to  protect  themselyes  against 
7  liability.  If  they  make  their  loans  properly  there  will  never  be 
ly  losses;  it  is  almost  possible  to  say  tnat  there  will  never  be  any 
sses,  because  the  farm  will  always  oe  worth  more  than  the  loan^ 
id  tnere  will  be  men  who  would  be  perfectly  willing  to  take  it  for 
e  debt  if  the^  have  to  meet  the  loan.  But  they  will  make  the  loan 
that  they  will  not  have  to  take  those  chances.    That  is  the  advan- 

Se  of  a  local  system  instead  of  having  the  loans  made  from  afar  off^ 
o  not  know  whether  they  would  be  very  keen  to  organize  them^ 
Ives  into  banks  for  capitalistic  purposes  or  not,  but  I  do  believe  if 
rmers  are  permitted  to  or^nize  along  properly  cooperative  lines> 
at  there  will  be  great  local  interest  on  the  part  of  both  farmers  and 
pitalists.  I  believe  in  our  community  that,  almost  regardless  of  the 
■ofits  of  the  operations,  people  would  be  drawn  together  in  these  or- 
knizations.  Take,  for  instance,  the  town  of  Mason  City,  Iowa,  where 
T  30  years  there  have  been  city  building  and  loan  associations  operate 
s  on  purely  cooperative  basis.  In  these,  in  most  cases,  there  are  no 
!ukried  ofScials,  and  no  salary  whatever,  except  to  a  clerk  who  does 
te  work,  who  gets  about  $15  or  $20  a  month.  They  have  matured 
jBociation  after  association,  and  if  you  should  go  to  that  town  you 
ill  find  that  those  associations  are  formed  by  public-spirited  per- 
ns for  the  purpose  of  making  the  people  more  prosperous.  In  that 
wn  many  people  are  living  in  homes  tnat  would  seem  to  the  average 
tin  away  beyond  their  means  to  pajr  for,  yet  thev  own  them  and  have 
id  for  them,  and  they  have  done  it  through  tne  building  and  loan 
sociation. 

Mr.  Seldomridge.  Are  those  building  and  loan  associations  loaning 
farmers? 

Mr.  Quick.  No;  but  in  Ohio  the;^  have  begun  to  loan  to  farmers, 
d  they  loan  at  6  per  cent  and  receive  deposits  at  6  per  cent. 
Mr.  Flatt.  Before  you  leave  that  question — ^you  are  talking  about 
oiting  loans  to  productive  purposes — ^I  would  like  to  put  that  ques- 
fli  in  another  way.    If  you  limit  these  banks  to  loans  made  only 
r  certain  purposes  are  you  not  going  to  shut  them  out  from  get- 
ig  a  great  many  of  the  best  loans  they  could  get?    Are  you  not 
ing  to  limit  their  possibilities  for  competition  right  away?    For 
stance,  if  there  is  a  farmer  in  your  neighborhood  that  has  got  a 
od  farm  that  has  no  mortgage  on  it,  why  should  he  not  use  that 
rm  for  .anything  he  wants  to,  if  his  security  is  good  ? 
Mr.  Quick.  I  will  answer  that  by  saying  that  it  is  my  belief  the 
ed  is  not  for  a  system  which  loans  to  farmers  who  do  not  need  it 
\t  rather  to  those  who  do  need  it. 
Mr.  Platt.  How  can  you  possibly  do  that  ? 

Mr.  Quick.  I  believe  I  have  answered  that  in  my  other  answer* 
.  the  first  place,  the  probabilities  are  that  a  large  majority  of  these 
rms  that  are  not  mortgaged  at  all  would  be  able  to  use  loans  in  a 
TV  productive  way  under  a  proper  agricultural  system.  They 
ooably  need  drainage  or  silos  or  bams  or  live  stock  more  than 
ey  have  now.  But  I  do  not  believe  that  we  need  to  take  into 
count  the  trade,  if  I  may  put  it  that  way,  of  a  man  who  does  not 
ed  the  mcmey  on  the  farm  to-day. 

Mr.  Pi-ATT.  I  agree  with  your  purpose  entirely,  but  it  seems  to  me 
Q  are  going  to  limit  the  banks  and  make  them  less  liable  to  be  sue- 
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cessful  if  you  shut  them  out  from  entering  into  competition  which 
is  legitimate  farm  loaning. 

Mr.  Quick.  If  that  field  is  as  large  as  you  think,  I  think  it  wooli 
be  perfectly  proper  to  shut  it  out  for  the  sake  of  accomplishing  the 
other  objects. 

Now,  I  think  an^  system  of  rural  finance  will  fail  of  its  best  good 
if  you  do  not  take  into  account  the  educational  value.  I  have  lud  f 
rather  long  correspondence  with  Senator  Norris,  of  Nebraska,  aboaJ 
that.    He  has  a  bill  in  the  Senate  for  making  loans  direct  to  farmoa 

Senator  Hollis.  You  mean  the  Government?  i 

Mr.  Quick.  For  the  Government  to  make  loans  directly  to  farmen.  i 

Senator  Hollis.  You  will  discuss  that  before  you  finish,  I  hope.    ' 

Mr.  Quick.  In  view  of  the  fact  that  I  am  going  on  in  a  rambling  j 
sort  of  way,  I  might  as  well  say  what  I  have  to  say  on  that  now. 

The  Senator's  bill  provides  ior  Government  loans  at  3^  per  cent,  I 
think,  the  avails  to  be  loaned  to  farmers  at  4  per  cent.  I  do  not 
believe  that  the  Government  can  borrow  money  at  3J  per  cent  whea  j 
it  starts  out  to  make  as  many  loans  as  it  would  have  to  make  in  order 
to  take  over  the  entire  loan  business  of  the  United  States,  whidi  it 
certainly  would  have  to  do  if  it  started  out  with  such  a  system  is ; 
that.  I  do  not  believe  the  Government  could  go  into  the  money  mu- 
ket  to-day  and  do  it.  Canada  had  bonds,  over  $20,000,000  of  them, 
on  the  Canadian  market  in  the  last  four  or  five  months,  and  there 
was  only  17  per  cent  of  them  subscribed.  The  war  preparations  df 
the  world  and  vast  permanent  investments  are  calling  for  such  €n()^ 
mous  sums  of  money  that  every  corporation  and  man  who  has  to 
borrow  more  than  $1,000,000,  in  fact,  no  matter  how  little  he  is  seek- 
ing to  borrow,  is  competing  with  the  Governments  of  the  world. 
Everywhere  they  are  raking  and  scraping  together  all  the  liquid 
capital  of  the  world.  Liquid  capital  is  now  so  lar  exhausted  all  over 
the  world  that  I  do  not  think  that  any  such  system  of  Government 
loans  stands  any  chance  of  success.  British  and  French  securities 
have  sold  for  the  last  year  lower  than  for  80  years.  German  land 
bonds  have  sold  within  the  last  year  for  more  money  that  Govern- 
ment bonds.  I  do  not  believe  the  Government  could  go  out  and  taka 
over  the  loan  biisines<=?  of  the  United  States  without  so  disturbing  the 
money  market  as  to  drive  the  interest  above  3^  per  cent  for  even  such 
a  customer  as  the  United  States  Government. 

Mr.  BuLKLEY.  Mr.  Quick,  a  witness  told  us  the  other  day  that 
New  Zealand  4  percents  were  selling  at  substantially  par.  New 
Zealand's  bonded  indebtedness  is  perhaps  8  or  9  times  as  greal 
as  ours,  but  they  are  in  this  business  of  loaning  farmers  direct 

Mr.  Quick.  While  New  Zealand's  debt  is  tremendously  high,  dn 
has  assets  back  of  those  debts. 

Mr.  BuLKLEY.  Under  any  proposed  plan  of  Government  loans  to 
farmers,  we  would  have  assets. 

Mr.  Quick.  Yes ;  we  would  have  assets  back  ot  it. 

Mr.  Bur.KLEY.  That  is  a  country  of  1,000,000  people. 

Mr.  Qi:icK.  I  know;  but  those  bonds  are  just  as  good  as  ours; it 
has  the  British  ^ag  floating  over  it;  it  is  a  new  country;  its  fertili^ 
is  enormous;  its  production  is  wonderful,  and  I  presume  the  boni 
of  New  Zealand,  based  upon  land  values,  are  just  as  good  as  those  of 
the  United  States.  I  do  not  believe  the  United  States  could  get  mcfosf 
for  less  than  New  Zealand  does. 
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That  is  mv  first  objection  to  the  plan.  The  second  objection  to 
te  plan  is  this :  That  the  United  States  in  dealing  with  those  loans 
f  arm^s  length  and  through  the  United  States  district  attorneys  or 
erks  in  their  offices,  maMng  examinations,  passing  on  loans,  can 
Jt  do  it  safely ;  that  it  must  be  done  through  men  who  are  locally 
;terested  and  locally  responsible.  Furthermore,  the  United  States 
m  not  give  to  these  borrowers  the  service  that  they  ought  to  have. 
man  who  borrows  money  ought  to  have  some  service  as  well  as  the 
oney.  He  ought  to  be  given  something  in  the  way  of  conference 
*  consultation  as  to  what  he  shall  do,  and  a  system  of  farm  loans 
(lich  requires  that  it  be  loaned  on  the  land  for  productive  purposes, 
seems  to  me,  will  have  great  educational  value.  When  a  man 
ids  out  he  is  a  bad  farmer,  who  is  doing  business  in  a  way  that 
erybody  knows  is  ruinous  to  his  land,  that  people  who  are  making 
EUis  on  farms  refuse  to  take  him,  because  ox  the  fact  that  his  loan 
ill  not  be  used  for  productive  purposes,  because  he  does  not  know 
bat  a  productive  purpose  is,  you  will  immediately  start  going  some 
ch  process  as  has  oeen  going  on  in  European  countries,  particularly 
enmark  and  Ireland,  where  the  cooperative  society  and  the  bank- 
g  society  and  the  local  bank  is  a  sreat  agency  for  the  dissemina- 
>ii  of  agricultural  intelligence ;  and  as  I  said  to  Senator  Norris,  I 
ould  rather  have  the  farmers  pay  6  per  cent  for  money  with  a  serv- 
B  of  that  sort,  which  would  be  educative  and  increase  the  efficiency 
!  our  human  resources,  than  to  have  them  get  it  for  3^  per  cent  and 
It  have  that  service. 

I  believe  that  the  advantages  of  any  particular  system  of  rural 
lance — and,  by  the  way,  I  have  not  read  these  bills;  I  have  not 
sen  able  to  get  them — but  that  a  proper  system  of  rural  finance 
hich  gives  that  kind  of  a  service  will  do  more  to  increase  the  prod- 
tks  of  our  fields  and  increase  the  efficiency  of  our  rural  population 
ian  anything  else  that  can  be  done,  especially  if  they  can  be  induced 
I  organize  cooperatively. 

Mr.  Platt.  That  is  entirely  true,  but  it  seems  to  me  you  are  a  little 
1  mixing  up  what  has  been  done  in  Europe.  You  are  mixing  the 
^rsonal  credit  or  short-time  credit  with  the  long-time  credit.  I 
link  that  the  farm-mortgage  associations  do  not  attempt  to  say  that 
le  money  shall  be  spent  for  productive  purposes.  They  originated 
mong  the  nobles,  and  the  money  was  spent  by  them  for  whatever 
||ey  pleased. 

Mr.  Quick.  Your  criticism  is  perfectly  correct.  But  I  think,  as 
'matter  .of  fact,  it  is  true  that  long-time  mortgage  loans  are  ex- 
bded  to  farmers  in  very  many  countries,  New  Zealand  among  them, 
It  productive  purposes. 

Mr.  Platt.  Under  a  Government  loan  system  they  certainly  should 
» limited,  if  it  is  possible  to  so  limit  them. 

Mr.  Quick.  So  tnere  is  no  reason  that  I  can  see  why  farm  loans  on 
ortgage  bonds  should  not  be  just  as  carefully  controlled  as  to  their 
le  as  personal  loans.  Of  course  the  American  farmer  needs  person.-il 
edit  and  needs  that  very  much.  I  do  not  know  how  the  Unit<'d 
Sites  Government  is  going  to  help  him. 

Senator  Hollis.  Do  you  think  a  man  would  be  likely  to  get  a  farm 
an  direct  from  the  Government  with  reasonable  promptness? 
Mr.  Quick.  I  do  not  think  he  will  ever  get  it  at  all,  Senator. 
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a  thing  on  which  the  local  banks  themselves  can  work.  For  ins 
ifj  in  any  county  where  conditions  are  not  very  ^ood  as  com 
with  Ibwa  or  Nebraska,  we  find  that  by  organizing  a  coope 
institution,  with  unlimited  liability,  we  can  get  monev  for  ^ 
cent,  whereas  if  we  simply  stand  on  our  technical  rights  am] 
only  a  double  liability  we  will  have  to  pay  6,  it  will  tend  to  i 
the  local  bodies  more  efficient.  I  think  that  the  whole  cond 
tibiis  business  should  be  thrown  on  the  people  themselves  foi 
own  benefit.  If  it  succeeds,  let  it  succeea  where  it  can  succeed 
fails,  let  it  fail  where  it  has  to  fail.  For  instance^  manufac 
in  the  East  are  very  largely  paying  7  per  cent  for  their  money, 
are  issuing  7  per  cent  preierred  stock  to  carry  on  their  busines 
it  turns  out  that  the  legal  rate  of  interest  m  any  State  is  s 
that  nobody  will  buy  the  land  bonds  at  that  rate  of  interest, 
fail  there  and  let  them  go  to  work  and  adjust  themselves  U 
situation.  On  the  other  hand,  if  any  farmers  anywhere  can  so 
oughly  transact  their  business  as  to  put  themselves  on  a  solid 
let  them  reap  the  benefit  in  the  lowest  possible  interest  rate 
you  pass  this  bill,  I  can  assure  you,  gentlemen,  that  it  will  be 
issue  in  one  county  after  another  over  the  whole  United  S 
"What  are  we  going  to  do  about  farm  loans? "  When  the  fa 
get  together  they  are  going  to  discuss  the  question,  "  What  a 
do  to  get  lower  interest  rates  ? "  You  will  find  that  you  will  s 
education  in  a  way  that  will  amount  to  something. 
Mr.  Platt.  I  think  there  is  no  doubt  about  that 
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Mr.  Quick.  That  is  the  second  important  thing  in  the  whole 
acheme — the  educational  influence  of  it. 

Senator  Hollis.  What  do  you  say,  Mr.  Quick,  to  the  Government 
providing  to  look  after  land  oanks,  supervise  them,  and  also  send  out 
agents  or  commissioners  to  demonstrate  what  can  be  done  in  the 
^wav  of  cooperation  amone  farmers? 

Mr.  Quick.  Those  would  be  people  that  would  really 

Senator  Hollis  (interposing).  They  would  be  organizers. 
Mr.  Quick.  They  would  be  organizers? 
Senator  Hollis.  Yes. 

Mr.  Quick.  Well,  I  could  not  answer  that  question.  Senator.  I 
fhould  not  like  to  see  this  system,  in  the  matter  of  its  cooperative 
iSeatures,  pressed  faster  than  the  local  communities  are  ready  for  it. 
I  would  rather  they  would  not  be  pressed  too  fast. 

Senator  Hollis.  You  would  rather  that  they  work  from  the  bottom 
Up  raiher  than  from  the  top  down? 

^  Mr.  Quick.  I  would  rather  they  would  not  be  organized  than  to 
loie  organized  too  soon.  You  see,  there  are  very  many  instances  of 
Oooperative  organizations  that  were  started  too  soon.  I  think, 
ttiou^h,  that  this  might  be  well  done,  and  I  think  it  ought  to  be  done. 
X^thmk  there  ought  to  be  some  agency  that  would  help  the  people 
^^l^llt  want  to  cooperate — somebody  that  will  know.  For  instance, 
^^VBt  in  the  State  of  Montana  a  law  was  passed,  I  understand,  which 
~nds  the  establishment  of  cooperative  creameries  at  any  point  until 
State  dairy  commissioner  has  given  them  the  right  to  organize, 
\  object  being  to  prevent  the  promoters  of  creameries,  who  promote 
for  the  purpose  of  selling  supplies,  from  going  around  and 
'zing  creameries  where  there  is  no  economic  demand  for  them. 
State  dairy  commissioner  says,  "How  many  cows  have  you 
ll**  "We  have  200."  "Well,  you  want  200  more;  wait  until 
get  200  more."  "  What  are  you  going  to  do  about  agreeing  that 
will  all  patronize  this  creamery  ? "  "We  have  not  got  around  to 
^^  yet."  "Well,  get  around  to  it;  let  us  talk  that  over."  If  we  get 
[^nmilar  service  for  the  farmers  in  the  matter  of  organizing  coop- 

ive  land  banks  it  will  be  a  very  good  thing. 

pStenator  Hollis.  It  takes  a  pretty  intelligent  man  to  sit  down  and 

~  the  income-tax  law  and  comprehend  what  it  means,  so  that  he 

Id  make  a  return  on  a  blank  sheet  of  paper;  but  the  Government, 

providing  blanks,  directs  a  man's  attention  in  such  a  way  that 

Tman  of  average  intelligence  can  make  a  pretty  fair  return.     It 

jck  me  that  we  might  have  some  such  help  along  this  line — ^not  too 

rnalistic,  but  helpful — and  in  that  way  help  the  farmers  to 

aize  banks  and  cooperative  societies. 

'■  Quick.  The  Department  of  Agriculture  would  be  in  position 

famish  not  only  thmgs  that  would  correspond  to  blanks,  not  only 

nmunications  that  would  go  through  the  mails,  but  actual  men  to 

and  look  the  situation  over.    A  man  that  can  talk  intelligently 

St  any  such  organization  as  a  land  bank  or  creamery  should  be 
led  to  talk  to  the  men  themselves,  see  what  sort  of  people  they 
,  what  they  look  like,  and  what  their  history  is.  because  it  is  pretty 
)ortant  to  have  these  things  organized  properly,  and  they  can  oe 
'     manized  too  fast  very  easily. 

;  -  -  Mr.  Platt.  Mr.  Quick,  what  do  you  think  of  fixing  the  rate  of 
'^ilterest  on  the  bonds?     Instead  of  making  a  rate  of  interest  at 
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which  they  would  sell  at  par  for  each  separate  community,  whit 
would  you  think  of  putting  a  uniform  rate  at  5  per  cent  on  the 
bonds  and  let  them  take  the  market  as  they  would?  In  one  com- 
munity they  would  sell  at  90,  another  80,  and  another  70. 

Mr.  Quick.  I  have  not  considered  that  question,  Mr.  Piatt. 

Mr.  Platt.  Would  that  not  be  a  pretty  effective  way  to  enable  the 
people  of  the  different  localities  to  know  about  what  their  standing 
was  with  relation  to  other  localities? 

Mr.  Quick.  Of  course,  it  will  all  work  out  in  the  end ;  but  I  do 
not  know.  I  have  not  considered  that  matter,  and  I  do  not  believe 
that  I  would  like  to  express  an  opinion  on  it. 

Mr.  Seldombidge.  It  has  been  contended  before  the  committee  with 
some  reason  that  in  order  to  find  a  market  for  the  bonds  it  would  be 
necessary  for  us  to  federate  these  banks,  rather  than  have  each  unit 
bank  issue  its  own  bonds;  that  the  only  way  in  which  we  can  find 
a  market  for  the  mortgage  bonds  is  by  bringing  the  small  units  to- 
gether in  some  State  federation,  or  some  central  body  that  will 
market  and  handle  the  bonds.    Have  you  thought  of  that  matter? 

Mr.  Quick.  It  would  seem  to  me  that  they  would  inevitably  hif» 
to  come  together  in  some  way.  If  you  do  not  do  it  they  would  hate 
to  do  it.  I  do  not  think  that  the  farmers  of  tJie  country  would  be 
satisfied  with  a  law  that  would  require  them  to  sell  their  land  bondi 
through  any  particular  agency. 

Mr.  Seldombtdge.  Would  they  not  more  readily  sell  their  bondi 
through  an  agency  established  by  the  Government  and  supervised 
by  the  Government?  Would  there  not  be  a  readier  martet  fcr 
bonds  coming  through  that  kind  of  an  agency  than  through  ii 
individual  or  corporate  agency? 

Mr.  Quick.  I  can  see  a  great  deal  of  advantage  in  the  matter  of 
satisfaction  on  the  part  of  the  people  in  giving  them  the  ri^t  to 
sell  their  bonds  to  the  people  of  their  own  town  if  they  wanted  ta 
But  I  will  say  also  that  it  is  equally  true  that  they  should  hive 
some  central  agency  to  sell  them  it  they  do  not  sell  them  in  their  own 
locality. 

Mr.  Seldombidge.  In  the  localities  which  you  mention  as  partial* 
larly  needing  this  system,  and  in  which  they  are  unable  at  the  present 
time  to  finance  themselves,  perhaps,  would  it  not  be  necessaur  tbit 
thev  should  seek  an  outside  market  in  order  to  dispose  of  their  bondli 
and  thereby  compel  them  to  establish  beyond  question  the  validly 
and  solvency  of  the  security? 

Mr.  Quick.  There  would  be  great  advantage  in  having  in  a  Statu 
like  Nebraska,  where  the  soil  is  very  varied  in  character,  where  sooii 
of  it  is  good,  the  best  in  the  world,  and  some  of  it  is  very  poof^ 
some  of  it  is  blessed  with  abundant  rains,  and  some  of  it  is  voy 
dry — and  similar  conditions  exist  in  almost  every  State  except  lonti 
where  everything  is  good — I  think  it  would  be  almost  necessary  foft 
them  to  get  together  and  have  something  else  besides  local  omsmr 
tions  to  take  part  in  the  matter  of  selling  these  bonds,  but  hoW|  I 
do  not  know. 

Mr.  Seldombidge.  That  is  where  some  of  the  committee  and 
who  have  appeared  before  the  committee  contend  that  the 
ment  should  step  in  and  not  make  it  voluntary  cooperation,  bat  I 
compulsory  cooperation;  that  there  should  be,  in  a  certain  way, ( 
double  appraisement  of  the  securities  offered  back  of  the  bonds. 
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Mr.  Quick.  I  am  not  prepared  to  saj^  that  I  agree  with  that.  I 
relieve  that  local — I  am  not  opposed  to  organizations  and  I  think 
iey  will  have  to  come — organizations  for  the  purpose  of  handling 
hese  bonds  as  a  whole  and  exercising  some  degree  of  supervision 
>ver  theplacinff  of  these  loans.     I  am  not  opposed  to  that. 

Mr.  Woods.  Mr.  Quick,  do  you  think  the  bonds  issued  by  a  little 
ocal  unit  could  find  as  ready  a  market  as  bonds  issued  by  a  State 
rsanization  composed  of  a  federation  of  these  local  units? 

Mr.  QxncK.  I  do  not  think  it  could. 

Senator  Hollis.  Would  it  not  be  a  little  better  to  have  the  capital 
1  the  commimity  locally,  where  the  owners  of  it  would  Imow  their 
ssociates  in  the  larm-land  bank,  to  invest  their  money  in  the  capital 
f  the  bank,  taking  stock,  and  then  have  the  bonds  indorsed  or 
ooled  by  some  central  authority,  so  that  they  could  sell  to  outside 
inital?    Would  not  that  be  the  ideal  combination? 

Mr.  Quick.  The  thing  that  seems  to  me — I  am  putting  this  for- 
rard  with  a  great  deal  of  diffidence — but  it  seems  to  me  that  the 
leal  thing  would  be  to  have  an  arrangement  by  which  local  banks 
mid  be  created  and  receive  outside  aid  or  not,  as  they  preferred. 
f  for  any  reason  they  were  too  poor  to  be  ready  to  dfo  it,  or  too 
idly  managed  to  be  able  to  do  it,  or  if  for  any  reason  they  were  so 
ch  that  they  did  not  need  to  do  it,  let  them  stay  out  of  the  federa- 
Mi  if  they  wanted  to ;  but  I  do  not  at  this  time  feel  that  the  country 
ould  be  satisfied  with,  or  that  I  would  care  to  vote  if  I  were  in 
yngvess  for  a  bill  setting  up  a  big  central  agencv  through  which 
I  loans  must  be  handled.  But  I  do  believe  that  it  there  were  some 
ay  of  enabling  these  local  banks  to  Income  accredited,  so  that  their 
mds  could  have  some  higher  certification  than  that  of  their  own 
cul  bank  it  would  be  a  good  thing,  but  my  opinion  on  that  may  not 

>  worth  anything. 

Mr.  Platt.  You  think  that  the  system  ought  to  be  such  that  they 

in  organize  where  it  is  most  easy  to  organize  than  where 

Mr.  Quick  (interposing) .  It  rather  seems  to  me  that  is  likely  to 

>  the  case.  I  have  become,  through  observation  of  such  things, 
ispicious  of  the  great  big  thing  that  is  going  to  start  all  over  the 
mntry.  Such  movements  do  not  grow.  The  successful  things  are 
lings  that  grow  up  from  the  bottom,  like  the  northwestern  fruit 
Bociations,  like  the  Citrus  Fruit  Association  of  California,  like 
uious  truck-farm  associations. 

Mr.  Seldomridge.  Among  the  national  and  commercial  banking 
nganizations  there  has  been  a  general  recognition  of  the  general  need 
f^)ordination  of  the  banking  concerns,  and  mobilization  of  capital, 
uking  credit,  and  commercial  credit,  in  order  to  furnish  the  country 
dth  a  currency  that  will  respond  to  the  needs  of  the  country,  and 
fly  should  there  not  be  a  similar  coordination  of  farm  credit  in 
tder  to  effect  a  like  mobilization  and  bring  results? 
Mr.  Quick.  Well,  I  am  not  disposed  to  say  that  there  should  not  be. 
Mr.  Seldomridge.  No;  and  I  am  not  disposed  to  say  that  there 
bold  be,  but  the  idea  has  been  advanced  here  by  a  great  many  who 
ive  appeared  before  the  committee,  that  that  really  must  constitute 
e  very  backbone  of  such  a  system  as  is  proposed. 
Mr.  Quick.  We  must  not  be  misled  by  analogy.  The  object  to  be 
3oniplished  in  the  currency  bill  is  very  different  from  what  is 
i^bt  to  be  accomplished  here.     A  currency  necessarily  has  to  be 
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universal,  but  it  is  perfectly  proper  for  certain  farm-land  ht 
fail,  to  be  abortive  in  their  formation,  by  reason  of  being  f 
to  stand  on  their  own  feet,  but  yet  the  system  itself  may  b 
I  personally  prefer  to  see  the  loans  handled  with  the  utmof 
dom,  so  that  if  the  business  men  of  any  community  say,  "  H 
will  get  back  of  this  bank  and  buy  these  loans,  that  the  lo« 
be  kept  in  the  community."  Even  in  the  poorer  regions  t 
often  no  lack  of  wealth  in  the  community  at  large.  It  is  th 
cultural  condition  that  is  low.  The  community  itself  may  I 
rich  and  the  people  of  that  vicinity  might  regard  it  as  a  pj 
duty  to  get  out  and  take  care  of  those  things,  just  as  the  I 
have  in  a  great  many  parts  of  the  country  gone  out  and  cooj 
with  the  farmers  for  the  purpose  of  improving  their  agric 
operations;  in  order  that  tne  farmers  might  get  on  their  f© 
they  will  get  out  and  help  market  their  bonds. 

Mr.  BuLKLEY.  Why  could  they  not  do  that  now  withoi 
le^slation? 

Mr.  Quick.  It  might  be  possible  to  build  it  up  by  a  sys 
voluntary  action,  but  the  thmg  that  we  lack  now  is  a  stand 
tion  of  conditions  under  which  the  loans  are  issued. 

Mr.  BuLKLEY.  Do  you  think  that  mere  standardization 
wake  them  up? 

Mr.  Quick.  A  standard .  form  of  organization  would,  I 
help. 

Mr.  BuLKiiBY.  You  think  it  would  wake  them  up  to  do  thin^ 
do  not  occur  to  them  now ?    Is  that  your  thought? 

Mr.  Quick.  They  could  do  things  that  they  can  not  do  now. 
can  a  community  practice  rural  banking  now  and  issue  land  1 

Mr.  Woods.  They  can  organize  trust  companies,  which  is 
cally  the  same  thing. 

Mr.  Quick.  And  issue  debenture  bonds  ? 

Mr.  Woods.  Yes. 

Mr.  Quick.  Yes;  but  the  Federal  sanction  back  of  it  and  I 
supervision — the  fact  that  there  is  a  fiduciary  officer  whose  c 
is  to  attend  to  the  amortization;  that  is  something  I  ha 
spoken  of — to  attend  to  the  amortization  credits  and  all  that. 

Senator  Hollis.  To  give  them  information  and  block  out  $ 

Mr.  Quick.  Yes;  and  not  only  that,  but  stand  as  sponsor  i 
system  before  the  buying  public. 

Mr.  Moss.  Mr.  Bulkley  asked  why  it  should  not  be  done.  ] 
the  laws  of  taxation  and  mortgages  and  about  securities  st 
at  least  a  burden  in  some  places  ? 

Mr.  Quick.  I  think  so. 

Mr.  Bulkley.  Yes;  there  is  no  doubt  about  that,  and  I  ha 
in  mind,  but  I  wanted  to  get  Mr.  Quick's  views  on  the  other  fe 

Mr.  Quick.  In  the  matter  of  amortization,  I  think  there  is 
of  experience  in  this  country  as  well  as  abroad  to  show  that  i 
zation  is  a  good  thing.  The  building  and  loan  associations  ] 
simply  an  amortization  scheme.  I  think  that  it  is  imperial 
the  amortization  should  proceed  at  least  as  fast  as  the  exhi 
of  the  fertility  of  the  soil.  That  is  one  point  I  think  ought 
borne  in  mind. 

Mr.  Bulkley.  Do  you  think  35  years  too  long? 
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[r.  Quick.  I  do  not  think  most  American  farmers  would  want  a 
L  that  long,  but  they  ought  to  have  it  if  they  do.  At  the  same 
3  if  tJiere  is  not  such  local  control  and  such  watch  as  to  prevent 
n  from  skinning  the  land  and  spoiling  it  inside  of  85  years  you 
lid  have  some  losses  on  it. 

[r.  BuLKiAY.  It  has  been  suggested  that  the  borrower  should  file 
innual  report,  which  should  oe  approved  or  disapproved  by  some 
er  of  the  bank.  What  would  you  think  of  that ! 
[r.  Quick.  I  do  not  know.  I  have  not  thought  of  that.  I  do 
believe  you  will  be  able  to  do  that.  Ordinarily  it  is  pretty  hard 
jet  an  annual  report  from  a  farmer — any  kind  of  a  report.  I 
ik,  as  a  matter  of  fact,  that  a  good  deal  of  the  condition  on  the 
n  is  practically  incapable  of  being  put  into  an  annual  report 
1  can  go  onto  a  farm  and  see  how  ms  clover  looks  and  see  how 
fences  are  and  you  see  the  general  air  of  the  place  and  you  know 
farm  is  all  right.  On  the  other  hand,  you  might  see  everything 
;  would  be  put  into  an  annual  report,  but  it  would  not  be  worth 
thing.  Certainly  I  do  not  know  but  the  annual  report  is  all 
it  J  it  might  keep  the  farmer  aware  of  the  fact  that  there  is  a 
[  m  Israel,  but  if  you  rely  on  your  annual  reports  it  will  be  a 
thing;  and  it  is  true  that  where  you  have  your  annual  report 
will  rely  on  it. 

[r.  SELDOMBmoE.  Do  you  think  there  is  any  danger  in  the  matter 
ppraisement,  giving  the  bank  the  right  to  issue  bonds  on  a  mort- 
9  of  its  own  appraisement  entirely? 

[r.  Quick.  If  tne  fellows  who  make  the  appraisement  are  finan- 
[y  liable  for  any  errors  they  make,  I  think  that  is  the  highest 
guard^  you  can  get.  As  soon  as  you  get  other  people  to  make 
appraisement  you  begin  to  add  expense  and  trouole  to  your  sys- 
That  is  the  way  it  strikes  me  at  first  blush.  I  am  liable  to 
a  lot  of  things  here  that  I  might  want  to  come  back  to-morrow 
ning  and  take  back. 

[r.  Seldomridge.  Let  me  ask  you  as  to  vour  views  in  the  matter 
hort-time  credits.    Do  you  think  that  these  banks  should  under- 
5,  in  any  way,  to  extend  to  the  farmers  accommodations  along 
line  of  short-time  loans! 
[r.  Quick.  Do  you  mean  personal  loans? 
[r.  Seldomruoge.  Loans  on  personal  security — chattels, 
[r.  Quick.  I  do  not  believe  so,  because  just  as  soon  as  they  begin 
aix  anything  up  with  mortgage  loans  they  are  likely  to  do  some- 
ig  that  will  destroy  the  fundamental  basis  upon  which  they  get 
r  credit 

t.  Seldomkedge.  Some  conditions  have  been  presented  to  us  from 

blemen  living  in  sections  of  the  country  where  the  need  for  short- 

5  credit  is  even  more  pressing  than  even  the  need  for  land  credit 

T.  Quick.  Now,  gentlemen,  as  to  that,  you  are  dealing  here  in 

matter  of  mortgage  loans  with  people  that  need  helpless  than 

>ody  else  in  the  rural-credit  business.    The  people  that  need 

are  the  tenant  farmers  that  do  not  own  anything  whatever; 

is,  unless  they  make  a  loan  and  buy  a  farm.    Thirty-seven  per 

or  the  farmers  of  Nebraska  are  tenant  farmers  and  are  home- 

the  1st  of  every  March.    There  are   some  parts  of  Texas, 

•gia,  Alabama,  and  Mississippi  where  90  per  cent  of  them  are 
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tenants;  literally  peons,  almost.    They  are  the  folks  you  ha 
got  to  yet 

Mr.  Seldombidge.  How  are  we  going  to  get  to  them? 

Mr.  Quick.  You  can  not  get  to  them  in  this  bill,  I  am  afraic 

Mr.  Seldomridge.  Can  we  get  to  them  at  all! 

Mr.  Quick.  I  do  not  know. 

Mr.  Seldombidge.  You  have  studied  that  question! 

Mr.  Quick.  It  is  a  question  we  can  not  enter  into  at  this  ti 
would  like  to  deliver  a  lecture,  but  it  would  take  me  until  8  • 
in  the  evening. 

Mr.  Seldomridge.  We  had  a  paeeting  the  other  day  whe 
views  were  pretty  well  expressed  in  less  time  than  that,  and  w 
confronted  with  a  condition  which,  to  my  mind,  was  very  s 
in  which  men  were  practically  in  a  state  of  commercial  |>eonag 
mortgaged  their  subsistence,  all  that  they  had  on  hand  and 
they  hoDed  to  have. 

Mr.  Quick.  Yes;  the  condition  in  certain  sections  is  verj 
and  a  system  of  credit,  under  which  a  man  can  capitalize  his 
rity  and  his  industry,  is  sorely  needed ;  but  it  does  not  seem 
that  that  is  under  discussion  here. 

Mr.  Platt.  In  certain  sections  of  the  country,  those  you  sp< 
for  instance,  the  land  is  not  even  for  sale  to  the  tenants,  is  it? 
it  hs  been  urged  before  us — I  think  it  has  at  least  been  mentic 
as  a  possible  objection  to  this  system  that  it  might  encourage  t 
to  buy  farms. 

Mr.  Quick.  That  is  true.  The  American  system  of  landlord 
the  most  unintelligent  and  most  cruel,  and  the  most  utterly  w 
any  basis  of  common  sense  of  any  system  of  landlordism  that  I 
of  in  the  world.  It  is  the  same  kind  of  system  from  one  end 
country  to  the  other.  A  man  passes  through  the  pioneer  da] 
proves  up  on  160  acres  of  land  out  in  Mr.  Woods's  district,  an 
to  Fonda  or  some  other  town  out  there  and  lives  as  a  retired  i 
the  rest  of  his  life,  entering  into  an  arrangement  with  some 
•  man  which  constitutes  a  criminal  conspiracy  on  the  part  of  b 
them  to  rob  the  land  and  their  posterity.  That  is  going 
over  the  country,  and  any  system  of  farm-land  banks  will  no 
that  condition. 

Mr.  Platt.  It  will  in  some  sections  of  the  country. 

Mr.  Quick.  It  may  in  some  sections,  I  think. 

Mr.  Platt.  But  as  a  matter  of  fact,  though,  isn't  it  true,  aca 
to  your  observation,  that,  leaving  out  the  sections  of  the  coub 
the  Southwest,  and  in  the  South  particularly,  tenants  are  t« 
to  become  owners  more  and  more  ? 

Mr.  Quick.  No;  they  are  tending  to  become  owners  less  an 
That  is  inevitable.  It  was  perfectly  feasible,  when  I  was  i 
for  a  tenant  to  pay  for  a  farm  in  Iowa  in  a  few  years. 

Mr.  Platt.  I  did  not  put  my  question  just  exactly  right.  1 1 
not  have  said  more  and  more.  The  tenants,  as  a  matter  of  fi 
purchase  farms,  and  the  statistics  seem  to  snow  that  the  pero 
of  tenantry  is  much  higher  among  the  young  men  than  the  olde 

"Mr.  Quick.  Those  statistics,  however,  do  not  mean  very  im 
view  of  the  fact  that  the  tenantry  in  all  ages  is  increasinf 
tremendous  rate. 

Mr.  Platt.  Not  in  the  northern  part  of  the  United  States,  h 
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Mr.  Quick.  Yes. 

Mr.  Platt.  How  about  that,  Mr.  Coulter? 

Mr.  Coulter.  I  think  the  last  census  report  shows  8  or  10  States 
here  there  is  a  decrease  in  the  tenants,  the  actual  number  of  tenants 
.  proportion. 

Mr.  Quick.  What  States  are  those? 
Mr.  Coulter.  From  New  England  down  along  the  line. 
Mr.  QxncK.  Yes ;  but  that  is  perfectly  explainable. 
Mr.  Platt.  Most  of  the  increase  is  in  the  South,  especially  where 
jTge  farms  have  be^en  split  up  and  put  out  to  tenants. 
Mr.  QxncK.  The  increase  in  Iowa,  Nebraska,  and  Illinois  is  great. 
Mr.  Coulter.  Not  great,  I  think.    Some  of  them  show  not  to  ex- 
led  over  2  to  5  or  6  per  cent 

Mr.  Quick.  That  means  that  in  50  years  the  entire  thing  is  weeded 
It    We  are  dealing  with  long  time  here. 
Mr.  Coui/TER.  It  is  a  very  small  increase. 

Mr.  Platt.  If  you  split  up  a  thousand-acre  farm  into  100  small 
inns  and  rent  them  out,  that  shows  an  increase  of  tenantry,  but  it 
li^t  be  a  mere  wedge  to  ownership  to  split  up  those  bi^  farms. 
Mr.  Quick.  On  the  other  hand,  wnere  50,000  city  people  so  out  into 
le  Berkshire  hills  and  buy  a  piece  of  land  to  live  on  in  the  summer 
od  60,000  more  buy  truck  patches  out  in  the  vicinity  of  the  towns, 
lose  operations  show  an  apparent  decrease  in  farm  tenantry,  but  it 
I  not  a  real  decrease  at  all.  What  is  needed  in  order  to  determine 
lat  matter  is  to  have  a  survey  made  of  the  agricultural  counties, 
think  if  that  survey  were  made  it  would  be  lound  that  tiie  farm 
nantry  is  universally  increasing.  In  the  East  there  is  a  tremendous 
limber  of  people  going  out  from  the  cities  and  buying  farms.  Then 
bere  is  nothing  to  be  made  by  landlordism  in  the  East;  there  is 
jDtfaing  to  be  gained  from  landlordism  in  Vermont  and  New  Hamp- 
hire. 

Senator  Hollis.  That  is  perfectly  true.  I  own  a  farm  and  do  not 
berate  it  at  all  because  I  can  not  get  my  money  back.  I  am  letting  it 
pow  UD  to  timber. 

,  Mr.  Quick.  I  know,  but  if  that  farm  were  in  Iowa  you  would  op- 
irate  it.    You  would  not  rent  it  as  if  you  were  looking  after  the 
jrdfare  of  the  country  or  the  welfare  of  the  farm,  but  you  would 
Bpect  from  the  man  who  rented  it  from  you  every  last  cent  you  could 
rt,  and  every  spring  you  would  change  your  tenant.    You  would 
It  dissatisfied  with  that  kind  of  a  man,  of  course.    Anybody  would. 
m  would  try  another  man,  and  finally  you  would  say  that  the 
merican  people  are  deterioi;ating ;  that  there  are  no  more  good 
Hants  left. 

i.JMr.  PtATT.  There  are  a  good  many  big  farms  that  were  run  by 
ired  help  entirely,  but  now  they  are  run  by  tenants.    It  shows  an 
icnrease  in  tenantry,  but  it  does  not  show  any  going  backward. 
Mr.  Quick.  I  think  you  can  get  more  out  of  a  man  as  a  tenant 
liui  you  can  as  a  laborer. 

:^Mjr,  Platt.  That  may  be  all  true,  but  he  is  more  his  own  master 
I  a  tenant  than  he  was  as  a  hired  man.  He  is  more  on  the  way  to 
<^ership  than  was  the  hired  man. 

Mr.  Woods.  I  think  the  hired  man  would  be  able  to  purchase  a 
Lrm  quicker  than  the  tenant. 
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]v.Qiricac.No;tliatSiiaWininnaBdl0wiu 
llr.  PlATT.  No;  Bol  ib  Iowb. 
Mr.  Quick.  Y& 

Smstor  HoujB.  I  tinnk  Ottft  k  trae  to  a  gM«t  oxtail  Tbitii 
9M  alkm  a  mui  5  or  6  per  eenfc  on  Us  iirrMmeiit  ettd  mftm  tiy 
lie  pen  hie  luicd  men  ud  wlist  be  gels  cilit  ol  it  sfc  fbe  aid  dS 
jeer  uie  Idied  men  win  eoBee  onC  eheed  in  a  g/tt^t  meny  eemi 

Mr.  QvicK.  The  feet  ie  thet  lend  Telaee  itfr  gdng  m^,  iad  t  M 
ie  •  loeer  ee  e  fumer,  bat  ee  a  buid  MpfMlhtM  he  bee  Men  e  giSi 
It  reminde  me  of  e  men  out  in  Iowa  ttb^  in  etattkimr  bfltftj 
eertein  men  wes  nttine  elonc,  eeid:  ^Oh,  tery  MdW  fidBid;Sl 
ie  benkmpt,  but  bis  wile  bee  beoi  MOMnd  ^ifmAmatfy'-mtiS' 
foUy."  In  tbisceaeeselendownerlhe&^^lieeDiproeiMted^ 
fanr,"  bot  ee  e  fumer  be  ie  doing  latbet  mJIfy. 

Mr.  PtATT.  Tbat  brings  ns  araond  to  a  quBHtion  diet  y^  1 
mAtd  eererel  times  of  sevcrel  people.  Ib  the  value  6f  hm  1 
beeed  upon  prodoctiTOiesB  in  the  United  Stetee  to-dlty  ol^  is  it) 
npon  mecnbition^  or  wbet  is  it  besed  npcnt 

Mr^QcncK.  WeDftbreeorfbnryeeiaegoIgotitintomThflidt 
fermerB  ought  to  here  some  diflerent  errengeuMaits  witn  lefen 
to  keeping  their  sooonnts.  I  discovered  thet  a  fumer  cen  not  t 
boobs,  bemuse  his  books  ere  yeiy  much  more  complex  than  thb  Vi 
age  bank  books,  if  he  keeps  them  correctly.  It  is  perfects  abstf 
to  expect  a  farmer  to  hire  a  secretary  and  bookkeeper  to  keep  I 
books  on  a  farm,  therefore,  at  a  farm  club  in  a  Wisconsin  neignbt^ 
hood,  I  suggested  the  idea  of  cooperative  farm  credit,  and  tie 
farmers  up  there,  being  thoroughly  prcMzressive,  said,  "  Start  thil 
here;  we  will  go  into  it  If  Farm  and  Fireside  wiU  put  in  a  IMi: 
money  toward  it  as  a  research  experiment,  we  will  do  the  rest  lal 
get  the  University  of  Wisconsin  to  delegate  a  man  to  come  down  h«i 
and  keep  our  statistics;  we  will  keep  our  farm  accounts  cooperatiw^ 
so  that  we  will  know  which  farm  makes  the  mone^,  and  will  haveiA 
absolute  demonstration  of  our  operations  and  their  results."  I  ^ 
down  to  Prof.  Taylor,  at  the  University  of  Wisconsin,  and  ao4 
"  Here,  can  you  find  me  a  ^ood  man  that  will  do  this,  who  wiQ  g* 
me  up  a  set  of  books?  ^  He  said,  "Do  you  mean  to  say  you  htn% 
crowd  of  farmers  that  will  put  up  any  real  money  to  have  their  ifr 
counts  kept  ? "  I  said,  "  Yes."  He  said,  "  I  wiU  look  into  that*  I 
went  hack  and  after  a  while  I  said  to  him,  ^How  about  those  bootaj 
Professor? "  He  said,  "I  have  not  got  them  ready."  I  went  biei 
after  while  and  said,  "  ni  tell  vou  what  111  do;  if  you  do  not  giveal 
those  books  for  that  system  of  accounts  for  the  farmers,  I  amgonl 
down  to  Washlnjrton  and  get  Dr.  Spillman  to  give  them  to  me."^  B 
said,  "  You  need  not  go  to  Spillman,  because  he  cant  help  yoa  a^ 
more  than  I  ran.'*  He  said,  "The  fact  is  I  don't  know  how  tofgA^ 
a  set  of  books.''  He  has  been  working  on  it,  but  up  to  this  tmie  i 
has  not  vet  pot  np  n  satisfactory  system  of  farm  statistics. 

He  said,  "  Hero  is  this  problem  for  one — of  course  there  are  ptot 
of  others — if  n  man  cai\  ma^^^  ^^  c«aX&  ^siVwa  ^c^Asmig  com  (or  It 
'-  and  onlv  ^^5  cents  Ta\sm?,to^«^^^^%^^22^^\Na.^V^\^^ 
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Tiich  is  the  most  profitable,  tobacco  or  com?  Of  course  a  man 
ould  say  that  corn  is  15  cents  more  profitable  by  the  hour,  but  he 
in  do  tobacco  work  in  the  winter  when  other  work  is  slack.  There 
*e  bigger  things  than  that  that  have  to  be  worked  out.  Those  are 
ings  which  we  want  finally  to  work  out."  But  he  said,  "  What  are 
)u  ^ing  to  do  about  land  values?  I^and  is  worth  $125  an  acre, 
B  will  say,  and  it  will  rent  for  $3.50  an  acre.  What  are  you  going 
do  ?  In  20  years  thftt  would  be  $70  an  acre.  What  are  you  going 
do  with  the  difference?  That  $125  is  the  market  value  or  price  of 
e  land,  and  $70  is  what  it  is  worth  as  a  productive  proposition. 
hat  are  you  going  to  charge  the  surplus  to?  If  you  charge  it 
lainst  farming  it  is  unfair  to  farming.^',  I  said,  "Why  don't  you 
arge  it  to  land  speculation ;  that  is  what  it  is." 
He  said,  "Yes;  that  is  exactly  what  it  is."  That  answers  your 
estion. 

Mr.^  Platt.  That  brings  up  the  question  whether  it  is  going  to  be 
fe,  in  a  great  many  cases,  to  loan  50  per  cent  of  the  value  of  the 
nd. 

Mr.  Quick.  I  do  not  mean  to  say  that  the  speculative  value  of  the 
nd  will  ever  be  less,  imless  it  is  taxed  out,  because  the  pressure  for 
nd  is  getting  greater  all  the  time,  and  if  loans  are  made  up  to  50 
sr  cent  for  prrauctive  purposes  I  think  it  will  be  safe — ^you  see  it 
not  a  matter  of  a  boom,  it  is  a  steady  pressure.  There  is  no  farm 
nd,  I  believe,  in  the  world  that  is  on  a  more  stable  basis  than  those 
rof.  Taylor  spoke  of. 

Mr.  Bui-KLJJY.  Speaking  generally,  land  values  have  not  grown 
fls,  but  they  have  gone  up  in  certain  instances  ? 
Mr.  Quick.  They  have  gone  down  in  certain  places.     For  instance, 
I  New  York  City,  in  certain  localities,  land  values  have  been  all 
nt  crushed. 

Mr.  Platt.  Farm-land  values  have  gone  through  the  same  thing  in 
bw  York  State. 
fclir.  Quick.  That  was  owing  to  a  condition  that  never  will  happen 

^1,  I  think,  Mr.  Platt.  When  the  prairies  were  discovered  and 
oped,  and  at  the  same  time  labor-saving  machinery  was  devel- 
IM,  the  tremendous  opportunity  that  existed  in  robbing  virgin  soil 
I  its  fertility  and  mimng  it  and  shipping  it  away  crushed  farming 
ptywhere.  It  wrecked  the  European  farmer,  and  it  meant  many 
Pindoned  farms  in  this  part  of  the  country. 

iSr.  Pi.ATT.  I  do  not  know  that  it  is  generally  known,  but  that  is 
llBolntely  tnie,  and  that  was  due  to  the  fact  that  the  Government 
^ve  away  great  tracts  of  land  in  the  West  that  ought  to  have  been 
Id,  it  seems  to  me,  instead  of  given  away.  At  least,  they  ought  to 
^  giving  them  away  now.  There  is  an  Indian  reser\^ation  opened 
^  every  once  in  awhile  and  lottery  tickets  given  away,  and  people 
iwd  around  by  the  thousands  to  get  that  land  free.  They  had  one 
ly  a  short  time  ago.  It  does  not  do  much  harm,  of  course,  to  the 
Uem  farmers  now,  because  there  is  not  enough  of  it. 
fcfr.  Quick.  Not  now.  There  is  not  any  trouble  about  the  West. 
lias  already  reached  the  point  where  the  land  values  are  such  that 
ey  are  absolutely  crushing  to  legitimate  farming.  Land  values  are 
high  that  it  is  hard  to  make  anything  on  them  lor  a  man  that  buys 
iw.     But  I  think  it  is  perfectly  safe  to  count  on  a  steady  increase 
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in  the  land  values  even  in  the  East  and  South  and  the  forestry  bek 
of  the  North,  and  I  do  not  believe  there  is  any  danger  of  booms  ii 
them,  because,  in  order  to  have  a  farm-land  boom,  you  must  havesoa 
sort  of  country  that  you  can  divide  up  and  sell  in  township  tracts. 

Mr.  Platt.  You  would  except  such  land  from  that  statement  i 
can  be  used  for  orchards,  for  instance,  because  they  are  bocHned! 

Mr.  Quick.  Oh,  yes;  I  would  except  those,  feut  no  retsondil 
local  banker  would  loan  money  on  an  orchard  proposition,  unless ! 
was  to  some  man  who  was  giving  his  attention  to  it  personally,  atf 
then  in  a  reasonably  small  way  that  would  come  unaer  their  obsei 
vation. 

Mr.  Platt.  Would  you  limit  the  amount  of  loan  to  be  made  pi 
acre  under  this  system? 

Mr.  Quick.  No. 

Mr.  Platt.  You  think  the  local  banks  would  take  care  of  that! 

Mr.  Quick.  I  think  they  would  have  to.  if  the  local  people  aren 
sponsible  for  them. 

Mr.  Bulkley.  Would  you  limit  the  amount  to  be  loaned  anyal 
individual  ? 

Mr.  Quick.  I  do  not  know.     I  have  not  considered  that. 

Mr.  BuLKLEY.  There  was  a  question  I  wanted  to  ask  on  anoth 
subject,  though  I  did  not  want  to  divert  you  from  what  you  w« 
saying.  AVhat  do  you  think  would  be  the  desirable  par  value  i 
shares  in  these  land-mortgage  banks? 

Mr.  Quick.  Well,  they  ought  to  be  small  enou^  so  that  peop 
could  buy  them ;  and  in  the  cooperative  banks  I  think  it  ought  to  I 
one  man,  one  vote. 

Mr.  BuLKLEY.  Would  you  make  the  shares  $25  or  would  you  mal 
them  as  low  as  $5  ? 

Mr.  Quick.  Why,  unless  he  is  required  to  pay  in  all  cash,  I  shou 
say  that  $25  would  be  right.  When  you  get  down  to  $5  shares  f 
get  more  expense  in  handling  your  shares;  yet,  if  there  is  a  mi 
m  the  community  that  wants  to  buy  one  share  at  $5  and  becd 
interested  in  the  Ijank,  while  it  would  not  be  profitable  it  would 
a  nice  thing  to  have  that  fellow  encouraged  to  go  in,  it  seems  to  ma 

Mr.  Bulkley.  That  is  the  point  suggested,  and  $5  shares  bi 
been  advocated. 

Mr.  Quick.  Of  course,  you  know  that  in  a  lot  of  mining  compai 
it  is  quite  common  to  sell  $1  shares.    It  is  generally  done,  I  think. 

Mr.  BuLKLEY.  It  is  very  generally  done;  is  it  not? 

Mr.  Quick.  Yes.  There  is  not  any  reason  why  the  shares  shai 
not  be  made  small.    I  think  it  would  appeal  to  the  farmers  general 

Mr.  Platt.  There  would  be  some  danger  in  that.  A  whole  lot 
people  take  mining  shares  because  they  are  cheap.  As  some  ■ 
said,  a  mine  is  a  hole  in  the  ground  out  of  which  nobody  ever  tal 
anytiiing.  "  I 

Mr.  Quick.  That  is  a  good  definition,  I  think.  That  would 
true  if  there  is  any  extraordinary  profit  to  be  made  out  of  the  fM 
land  banks.  But  I  do  not  think  there  is  very  much  money  to  be  mfl 
as  a  banking  proposition,  out  of  them.  I  think  that  they  will  bei 
largely  banks  that  will  be  run  for  the  purpose  of  paying  their  cM 
help,  and  they  will  be  operated  to  a  very  large  decree  throuji^ 
public  interest  in  the  matter  of  farm  loans,  in  devdoping  the  cl 
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;  and  I  doubt  whether  the  danger  referred  to  would  exist;  but  it 
rorth  considering. 

fr.  Platt.  If  that  should  be  true — if  they  should  be  operated 
»ely  through  altruistic  motives — ^would  that  not  have  a  tendency 
ionsiderably  increase  the  value  of  land! 

(r.  Quick.  Not  altruistic  motives,  but  motives  of  public  benefit, 
there  is  anv  good  in  it  it  will  increase  the  price  of  land  anyhow. 
5  price  of  land  always  absorbs  the  value  or  everjrthinff  good. 
fr.  Platt.  That  is  one  thing  we  have  been  particularly  desirious 
prohibiting. 

fr.  Quick.  I  have  thought  of  that,  and  I  have  thought  of  it  very 
ously.  In  this  matter  you  are  confronted  with  the  idea  of  either 
^ing  people  who  need  help  unhelped  or  contributing  to  a  flame 
t  is  fed  by  every  public  improvement,  anyhow.  If  you  are  going 
luit  public  improvements  because  it  raises  the  price  of  land,  you 
I  better  quit  everything. 

fr.  Platt.  That  is  true,  too.  But  in  Europe  these  banks  are,  some 
them,  pretty  largely  profitable,  if  I  remember  Mr.  Moss's  state- 
ttt  and  that  of  others  who  have  been  there,  and  there  seems  to  be 
good  reason  why  they  should  not  be  here. 

Ir.  Quick.  Those  building  and  loan  associations  in  Ohio  do  busi- 
s  on  a  mar^  of  1  per  cent  and  are  profitable, 
fr.  Pijitt.  T'hey  are  purelv  cooperative? 

f r.  Quick.  They  are  purely  cooperative.  There  are  always  men 
nected  with  them  that  are  making  salaries  out  of  them,  or  else 
y  would  iiot  go. 

fr.  Platt.  Why  could  not  the  building  and  loan  associations 
idle  the  farm-loan  proposition  if  they  coidd  get  people  to  go 
>  it? 

f r.  Quick.  These  banks  that  you  are  providing  for  in  here  will 
ome  very  largely  the  same  thing.  What  you  are  doing,  as  I  see 
gentlemen,  is  considering  the  matter  of  providing  the  applica- 
1  of  the  building  and  loan  association  idea  to  the  matter  of  farm 
DS  under  Federal  supervision.  That  is  about  as  big  a  thing  as 
I  can  do,  it  seems  to  me. 

Ifr.  Woods.  Under  the  building  and  loan  association,  though,  a 
n  needs  but  very  little  money  to  take  advantage  of  it,  but  under 
( provisions  of  this  system  a  man  must  be  reasonably  well  off;  he 
nld  need  considerable  cash  to  take  advantage  of  it ;  he  would  have 
have  sufficient  funds  to  stock  the  farm,  buy  the  machinery,  and 
re  50  per  cent  of  its  value. 

fe.  Quick.  Yes ;  the  benefits  will  not  go  to  the  man  who  has  noth- 
'  except  his  integrity  and  industry.  And  that  is  not  what  it  is  for. 
i  it  will  help,  Mr.  Woods,  enormously,  a  lot  of  men  who  are  very, 
y  close  to  the  line  of  bankruptcy  in  the  less  developed  parts  of  the 
btry.  I  am  not  thinking  of  Iowa,  where  I  was  born  and  brought 
Folks  out  there  are  pretty  well  off;  they  are  getting  along 
tty  well.  I  am  speaking  of  the  northern  part  of  Michigan,  Minne- 
L.  and  a  whole  lot  of  Qie  countrv  which  is  pretty  good  country 
t  were  only  on  the  map  financially;  and  your  job  is  to  put  it  on 
map  financially,  and  see  that  the  people,  where  they  have  plenty 
noney,  can  part  with  it  and  let  it  go  down  to  help  these  people, 
h  a  tfood  prospect  that  the  interes?t  is  coming  back  annually  and 
b  their  principal  is  going  to  be  paid. 
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Mr.  Platt.  Do  vou  think  it  would  put  the  extreme  northern  ] 
of  Minnesota  on  the  map  financially  tor  the  farmers  and  citizen 
some  little  town  of  a  thousand  people  to  establish  a  little  bad 
$10,000  capital  and  issue  debentures  Y 

Mr.  Quick.  I  think  that  when  there  are  100  of  these  bank 
Minnesota  under  proper  Government  control  that  it  will. 

Mr.  Woods.  Would  they  not  get  more  benefit  if  thoee  loans  i 
known  as  coming  from  the  State  instead  of  some  particular  1 
conmiunity? 

Mr.  Quick.  I  am  inclined  to  think  they  would;  and  I  think  if  f 
aace  given  permission  to  get  together  that  way  and  federate  that  1 
will  do  it.  If  your  law  makes  it  permissive  for  them  to  do  thai 
they  can  get  the  name  of  the  State  back  of  them,  it  will  help. 

Mr.  Si^DOMBiDGE.  Would  there  not  be  ^ome  danger,  Mr.  Quici 
any  number  of  farmers  getting  together  in  these  small  towns 
forming  banks  simply  for  the  purpose  of  making  loans,  just  as  I 
did  years  ago — mak:e  loans  and^then  go  away? 

Mr.  Quick.  If  your  Government  inspection  allows  them  tc 
that.  But  your  bill  is  no  good  unless  it  has  an  inspection  system 
will  prevent  that. 

Mr.  SBLDOMRroGE.  I  recognize  that  is  something  that  must  be  j 
erned. 

Mr.  Quick.  It  must  be ;  yes,  sir. 

Mr.  Seldomridge.  But  the  opportunities  for  doing  that,  in 
judgment,  are  greater  than  they  would  be  imder  a  properly  co 
tuted  system  that  would  compel  them  all  to  work  up  to  one  plan 
be  controlled  from  one  central  unit. 

Mr.  Quick.  Oh,  I  don't  know.  You  have  not  felt  very  much 
effects  from  the  organization  of  national  banks  for  any  such  ilk 
mate  purposes,  simply  because  you  have  a  bank-inspection  syste 

Mr.  Moss.  I  would  like  to  ask  you  a  question,  with  the  chaim 
permission. 

Under  the  terms  of  any  bill,  the  land-mortgage  bank  could  n< 
established  without  the  permission  of  the  Federal  authorities,  in 
a  national  bank,  and  would  you  not  presume  that  the  National ' 
ernment  would  inquire  close  enough  in  regard  to  the  characti 
persons  asking  for  the  charter,  and  the  chances  for  success,  to 
elude  the  organizing  of  anjr  bank  purely  for  speculative  purpose 
suggested  by  Mr.  Seldomridge? 

Mr.  Quick.  I  should  say  so,  but  any  system  that  does  not  pn 
for  the  local  units  receiving  service — I  do  not  mean  a  blow  oi 
head  to  prevent  them  from  doing  bad  things,  but  they  outfl 
have  service  from  the  Government  in  establishing  these  baw 
that  the  people  may  be  helped  by  experts  to  see  that  they  are 
organized.    tVhat  we  need  is  not  so  much  inspection  as  service 

Mr.  Moss.  That  is  exactly  the  idea — that  they  can  not  organii 
bank  under  Federal  control  without  i)ermission  of  the  Grovem 
itself — and  an  investigation  not  only  into  the  character  of  the 
who  apply  for  the  charters  and  their  motives,  and  thev  also  tab 
consideration,  I  think,  in  applications  for  national-bank  chi 
the  chances  for  success.  I  think  that  is  true  in  regard  to  nil 
banks  and  would  be  true  in  re^rd  to  land-mortgage  banks. 

Mr.  Quick.  I  should  think  it  ought  to  be  true. 
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Mr.  Woods.  That  would  be  true  for  a  year  or  two,  but  I  do  not 
ink  it  would  apply  to  them  25  or  30  years  after  their  organization, 
the  conditions  will  change  and  the  owners  of  the  bank  will  change, 
is  an  entirely  different  proposition  with  a  land-mortgage  bank 
an  a  commercial  bank.    I  should  think  that  would  apply  with  the 

r'zation  of  the  bank. 
Quick.  I  think  if  the  system  is  once  in  operation  it  will  have 
ssed  its  critical  period. 

Ifr.  Woods.  I  do  not  think  so.  I  think  the  critical  period  will 
ne  in  after  some  8  or  10  years,  when  the  ownership  of  the  stock 
1  have  changed. 

4r.  Quick.  I  suppose  there  is  some  provision  in  the  bill  against 
monopolizing  of  stock. 

lenator  Hollis.  Yes;  it  provides  that  only  10  per  cent  can  be 
led  by  any  one  individual. 

It.  PLatt.  What  is  the  objection  to  having  some  large  capitalist, 
instance,  go  through  the  country  and  organize  a  chain  of  these 
^s? 

fr-  Quick.  That  would  be  true  of  the  capitalists'  land  banks. 
?re  would  be  no  objection  to  that  at  all  in  the  case  of  capitalists' 
d  banks,  but  does  not  your  bill  provide  for  the  organization  of 
^  kinds  of  banks  ? 
ifr.  Platt.  Yes, 

fr.  Quick.  One  cooperative?  When  you  come  to  the  cooperative 
ik  I  believe  it  is  important  that  nobody  should  have  a  large 
lUgh  interest  so  as  to  go  out  as  a  minority  stockholder  and  start 
OBCtion  proceedings.  The  stock  in  a  cooperative  bank  ought  to  be 
d  in  small  amounts,  but  where  the  bank  is  not  cooperative  is  there 
r  provision  for  ownership  of  the  stock? 
J^ator  Hollis.  No. 

ilr.  Quick.  I  should  think  one  man  ought  to  be  able  to  own  all 
Uie  stock. 

lip.  Mo68.  The  mere  matter  of  having  a  limited  ownership  in  the 
iperative  bank  is  another  idea  that  would  tend  to  preclude  the 
puiization  of  a  cooperative  bank  unless  there  was  a  widespread 
taand  for  it. 

Mr.  Quick.  Yes;  that  is  true. 

Ifr.  Moss.  The  idea  of  cooperation  is  to  get  a  number  of  persons 

nvely  interested  in  it.    If  you  limit  the  ownership  it  precludes  the 

luxation  of  a  cooperative  bank  except  in  those  localities  where 

le  is  a  large  number  of  people  that  want  it.    There  is  the  funda- 

Btal  proposition.    When  the  question  was  asked  Col.  Ousley,  of 

1)8,  I  knew  the  reason,  but  I  did  not  refer  to  the  section  of  the 

and  I  did  not  give  the  reasoli.    That  is  the  reason,  however. 

t.  'RxnxLBY.  Mr.  Quick,  the  par  value  of  the  shares  bears  some 

kion  to  another  subject  which  we  have  been  discussing.     Suppose 

f  had  shares  as  low  at  $5,  how  good  would  your  double  liabil- 

be? 

t.  Quick.  Well,  I  suspect  when  you  come  to  organize  these  banks 
I  will  find  that  the  most  of  the  people  subscribing  stock  will  have 
Mt  up  pst  as  much  money  if  tne  par  value  of  the  stock  is  small 
f  it  IB  large! 

It.  Bulklbt.  What  I  mean  is  this:  That  you  might  have,  theo- 
cally,  a  double  liability  of  stockholders,  but  if  you  find  that  the 
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greater  portion  of  your  stock  was  held  in  $5  blocks  it  would  cost  more 
than  $5  a  trip  to  collect  it 

Mr.  Quick.  That  is  something  that  I  have  not  thought  of.  I  do 
not  believe  it  would  be  so,  but  that  is  a  point  upon  which  I  am  not 
prepared  to  say. 

Mr.  SELDOMRn)GE.  Would  it  not  be  easier  to  ^t  five  people  to  take 
five  shares  of  $5  each,  with  double  liability,  than  it  would  be  to  get 
one  person  to  take  one  share  of  $25  ? 

Mr.  BuLKLEY.  What  I  am  talking  about  is,  that  if  you  have  the 
double-liability  feature  at  all  it  ought  to  be  good.  If  you  get  into 
a  situation  where  you  can  not  enforce  double  liability  you  mi^t  as 
well  admit  it  and  not  delude  yourself  that  you  have  such  a  thing 
when  it  is  not  there. 

Mr.  Quick.  The  money  will  all  have  to  be  furnished  by  peo|de 
in  the  community  that  are  interested.  They  will  have  to  pot  it  op 
or  tiiey  can  not  organize. 

Mr.  Seldomridge.  Do  you  think  the  Grovemment  of  the  United 
States  could  safely  invest  any  of  its  funds  in  land-mortgage  boncbt 

Mr.  Quick.  I  do  not  see  wny  it  could  not. 

Mr.  Pratt.  You  do  not  think  that  is  necessary,  do  you  ?  You  do 
not  think  it  will  be  necessary  to  the  success  of  the  system  t 

Mr.  Quick.  I  think,  perhaps,  cooperative  banks  might  very  prop- 
erly be  aided  somewhat  in  the  beginning  by  a  deposit  of  funds  or 
the  purchasing  of  some  of  the  bonds.  Of  course,  it  is  a  dangerous 
innovation  for  the  Government  to  start  these  things,  because  there 
will  grow  up  a  cry  for  them  to  do  that  everywhere. 

Mr.  PiiATT.  You  do  not  think,  ordinarily,  that  these  joint-stock 
banks  provided  for  would  be  sufficiently  attractive  for  outside  capitd 
to  come  in  and  organize  them?  ' 

Mr.  Quick.  It  would  depend  upon  how  much  money  they  ctn 
make  out  of  it. 

Mr.  Platt.  There  must  be  money  in  doing  that  kind  of  business 
or  the  Woodward  Trust  Co.  and  such  concerns  would  not  be  in  it 

Mr.  Quick.  That  is  the  question. 

Mr.  Woods.  They  do  a  larger  business  on  their  capital  stock;  they 
are  not  limited. 

Mr.  Quick.  You  see,  here  you  have  a  provision  for  limiting  the 
amount  of  business  to  be  done  on  the  capital  stock  such  as  no  oChff 
financial  organization  that  I  know  of  is  subjected  to. 

Mr.  Platt.  That  very  limitation  is  one  of  the  things  that  we  hafl 
not  absolutely  and  positively  accepted  yet,  and  it  is  subject  to  dis- 
cussion. 

Mr.  Quick.  Any  other  bank  can  loan  any  quantity  of  monev  no 
matter  what  its  capitalization  is,  but  at  the  same  time  this  limitiiff 
of  the  volume  of  business  is  bound  to  make  the  double  liability  a 
^ockholders  actually  mean  something,  which  it  does  not  where  die  op- 
erations are  too  large.  It  is  a  movement  in  the  right  direction.  W 
it  does  take  away  the  opportunity  of  engaging  in  faree  operati(His  <■ 
a  small  capital.  I  have  not  given  the  matter  enough  thought  is  ti 
be  able  to  say  whether,  in  my  opinion,  it  would  or  not,  but  1  bdidt 
that  it  would  be  a  good  thing.  I  do  not  want  a  rural  land  bttk 
started  in  every  community  in  the  country  all  at  once  under  ii? 
bill  you  pass.  It  would  be  too  fast,  too  rapid,  and  absolutely  so* 
to  be  fatal,    I  just  would  like  to  see  some  arrangement  under  which 
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some  communities  that  are  intelligent  enough  and  live  enough  and 
are  conscious  of  their  needs  be  able  to  do  something  with  their  farm 
loans  in  such  a  way  as  to  work  themselves  out  of  their  difficulties, 
because  if  they  do  not  work  themselves  out  it  is  no  good  to  them 
anyhow. 

Mr.  Platt.  Speaking  of  that  question  of  profit,  now,  if  a  bank 
of  $10,000  capital  makes  loans  of  $160,000  and  has  a  margin  of  1 
per  cent,  it  would  make  $1,500,  and  its  overhead  charges  ought  not 
to  be  more  than  $500, 1  should  think,  and  that  would  leave  a  profit  of 
10  per  cent  on  its  capital. 

Mr.  Woods.  How  are  you  going  to  sell  your  bonds? 

Mr.  Platt.  I  do  not  say  that  would  be  the  cost  everywhere,  but  it 
seems  to  me  that  in  a  great  many  commimities  they  would  make  10 
per  cent. 

Mr.  Quick.  I  am  not  a  banker,  and  I  can't  say ;  but  they  might  be 
Able  to  do  that.    How  often  could  they  make  their  turnover? 

Mr.  Platt.  As  fast  as  their  amortization  payments  came  in  they 
coold  make  new  loans;  they  could  keep  out  that  amount,  I  presume, 
right  alonff.  Of  course  that  contemplates  that  these  banks  will  be 
run  more  Uke  the  building  and  loan  associations,  and  not  be  open 
w31  day,  but  perhaps  only  one  or  two  days  a  week,  or  something  like 
Uiat 

Mr.  QuiCK.^  There  is  no  reason  why  a  bank  of  this  kind  should^be 
open  all  the  time. 

Mr.  Platt.  I  do  not  see  why  it  should. 

Mr.  Quick.  They  ought  to  oe  handled  very  economically. 

Mr.  Platt.  That  brings  in  another  question.  The  bill  allows  these 
lanks  to  take  deposits  up  to  50  per  cent  of  their  capital.  Do  you 
fhink  that  is  a  good  thin^  or  not? 

Mr.  Quick.  They  will  naturally  have  some  money  on  hand  at 
times;  people  will  come  in  and  get  a  loan  and  might  not  want  to 
take  it  out  immediately. 

Mr.  Platt.  It  would  be  a  great  convenience  in  many  cases  to  allow 
them  to  take  deposits,  of  course. 

Mr.  QxncK.  It  might  be  all  right  to  allow  them  to  take  a  limited 
amount  of  deposits. 

Mr.  Platt.  That  brings  in  another  question.  What  are  you  going 
to  do  with  these  deposits? 

Mr.  Quick.  I  suppose  they  would  have  to  put  the  deposits  in  a 
lank  somewhere. 

'  Mr.  Platt.  Would  you  allow  them  to  loan  them  out  on  personal 
credit — ^to  do  any  kind  of  banking  business? 

Mr.  QxncK.  I  am  afraid  that  would  be  unsafe.  Just  as  soon  as 
they  get  into  the  personal-credit  business  you  have  got  to  hire  a 
tdan  with  a  horse  and  buggy  to  look  after  that,  and  it  is  subject  to 


Mr.  Platt.  Mr.  Moss  is  here  to  speak  for  himself,  but  I  believe 
it  is  his  idea  that  the  present  small  State  banks  which  are  doing  a 
Cuortffage  business  and  a  personal-credit  business  would  reorganize 
bito  tnese  banks  if  they  were  siven  the  chance  to  do  so. 

Mr.  Quick.  That  thev  would? 

Mr.  Platt.  Yes.  What  do  you  think  of  that?  Of  course  there 
^re  a  great  many  of  these  small  banks. 
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Mr.  Quick.  I  think  the  pres^it  banks  are  much  more  likely  t< 
organize  branch  farm  banks  for  the  purpose  of  giving  the  farmers 
accommodations,  and  let  their  clerks  take  charge  of  the  books.  Yov 
will  Qnd  that  a  lot  of  these  little  banks  will  be  organized  if  you  pass 
this  law,  and  that  not  very  long  hence,  and  they  will  be  orgamzed 
in  the  main  around  local  capital. 

Mr.  Platt.  Around  the  present  banks? 

Mr.  Quick.  Around  the  present  banks,  where  they  can  get  the 
folks  to  come  into  the  bank  when  they  come  into  town  in  the  after- 
noon and  keep  on  good  terms. 

Mr.  PiiATT.  That  is  one  thins  Mr.  Moss  expects  could  be  done. 

Mr.  Quick.  I  think  that  wiUhelp.  But  I  do  not  believe  that  they 
will  reorganize  v^y  much  into  land  banks,  because  I  do  not  believe 
they  can  make  as  much  money  as  they  can  doing  a  comjnercitl 
busiBAfiS. 

Mr.  Platt.  Of  course,  in  places  where  there  are  other  banks,  and 
these  banks  are  organized  around  them,  it  would  not  be  necesaaiy 
to  allow  them  to  receive  deposits,  because  thejr  could  go  into  m 
banks  already  there ;  but  in  places  where  there  is  no  bank  would  it 
not  be  convenient  to  allow  the  banks  to  receive  deposits  and  handb 
them  in  same  way  that  would  be  profitable} 

Mr.  Quick.  The  man  that  is  in  control  or  manager  of  one  of  thtat 
land  banks  out  in  the  country  somewhere,  who  Keeps  deposits  <m 
hand,  will  be  a  mark  for  every  yeggman  in  the  United  States.  Thej 
would  have  each  of  these  chaps  marked  down  and  go  and  Mow  bis 
little  tin  safe  and  take  the  deposits  out 

Mr.  Platt.  I  think  that  is  so,  too. 

Mr.  Quick.  The  best  business  for  the  enterprising  man  to  go  into 
would  be  burglary  in  that  event. 

Mr.  Platt.  Robbing  the  post  office  seems  to  be  pretty  profitable. 

Senator  Hollis.  Have  you  completed  substantially  everything  yoa 
wanted  to  say? 

Mr.  Quick.  I  think  I  have. 

Senator  Holi.is.  Will  you  let  us  have  these  reports  from  WiscoQ* 
sin,  if  you  have  them  ? 

Mr.  Quick.  They  relate  merely  to  the  matter  of  capital  on^ farms. 
I  would  suggest  that  your  secretary  write  to  Prof.  D.  H,  Otis,  pro- 
fessor of  the  University  of  Wisconsin,  and  ask  him  for  them. 

Senator  Hollis.  We  are  very  much  obliged  to  you. 

(Whereupon,  at  1.05  o'clock  p.  m..  the  subcommittees  adjourned 
until  Monday,  March  16,  1914,  at  10  o'clock  a.  m.) 
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House  of  Bepresentattves, 

Washington,  D.  0. 
subcommittees  assembled  in  joint  session  at  10  o'clock  a.  m., 
Robert  J.  Bulkley  presiding. 

sent:  Senator  HoUis  and  Bepresentatives  Stone,  Seldomridge, 
Br,  Hajm^  Woods,  and  Piatt. 

nOSAL  STATEKEKT  OT  S.  D.  SCTJDDEE,  OF  HEW  YOBE  GITT. 

ScuDDtEH.  Mr.  Chairman  and  gentlemen  of  the  committee,  you 
ecoUect  that  in  my  testimony  of  February  34,  1914  (p.  5  of 
int  hearings) ,  the  two  chief  reasons  I  gave  for  granting  **  de- 
'  and  "short-term-discount"  privileges  to  these  "stock-mort- 
;ompanies  "  or  "  land  banks  "  were :  First,  the  immediate  and 
more  important  need  for  giving  some  "personal-credit  help*^ 
t  largest  portion  of  our  agricultural  citizenship  now  entirely 
e  the  pale  of  any  banking  facility  (and  I  do  not  include  in 
itegory  the  shiftless,  lazy  farmer).  Second,  the  physical  im- 
ility  of  starting  these  capital-stock  institutions  unless  made 
;ntly  profitable  to  warrant  their  initial  creation.  This  latter 
I  can  perhaps  be  met  by  eliminating  deposits  entirely  and  pro- 
I  some  such  simple  management  as  possessed  by  building  and 
ssociations. 

n  still  of  opinion,  if  placed  under  the  Federal  reserve  board 
;h  a  separate  State  or  "regional"  system,  that  sufficient  de- 
ind  discount  ^  safeguards  "  could  be  effected  to  make  these  con- 
as  solid  as  "  commercial  banks,"  and  that,  with  ample  Gk)vern- 
backing  and  supervision,  the  investor  would  not  mind  this 
dug  feature"  if  entirely  satisfied  respecting  the  bond  issues 
it  mortgage  on  the  amortization  plan.  If  later  on  this  com- 
I  should  be  interested  in  seeing  an  outline  of  such  conservative 
governing  "  mortgage  and  deposit  companies "  I  will  be  glad 
mit  same. 

)rder  to  meet  the  evidently  strong  opposition  to  such  a  "  com- 
Dn  of  banking  powers  " — which  opposition,  by  the  way,  ema- 
from  two  separate  and  distinct  sources,  viz,  from  those  who 
believe  that  a  mortgage-bond  feature  "  might  be  weakened  " 
rh  a  deposit  and  personal-credit  department,  and,  secondly, 
those  who  look  with  alarm  on  that  kind  of  competition  which 
surely  develop  from  such  popular  institutions  as  "national 
age  and  deposit  companies"  could  become — and  in  order  to 
together  "  for  some  prompt  action  of  relief "  all  those  who 
;hought  on  the  subject  and  who  earnestly  desire  a  beginning 
toward  personal-credit  aid  I  submit  the  following  simple 
y  in  the  belief  that  it  will  help  all  people  of  smaU  means, 
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ives.  In  the  city  this  middleman  is  only  known  as  the  "money 
ihark,"  he  who  covers  and  ruins  those  thousands  of  respectable  peo- 
>le  referred  to  in  Mr.  Morrises  recent  testimony  here. 

R  rests  with  your  committee  to  bring  some  relief  to  these  worthy 
millions  of  our  population,  irrespective  of  whether  they  are  of  the 
rural  or  of  the  urban  class.  And  if  it  is  done  through  the  simple 
unendment  I  am  now  suggesting,  it  will  add  to  and  not  detract  from 
the  authority  which  you  have  heretofore  vested  in  the  Federal  Reserve 
Board.  Gentlemen,  I  do  not  claim  in  doing  this  you  will  at  once  set- 
tle every  question  now  troubling  the  country,  but  you  can  be  certam 
that  a  long  stride,  at  least,  will  have  been  taken  toward  the  economic 
fraedom  of  our  people.  We  must  build  from  the  bottom  up.  "  Mort- 
MB  help  ^'  is  tne  second  step,  "  personal  credit  aid  "  bein^  the  first. 
&  IS  ihe  absence  of  the  latter  which  to-day  constitutes  the'^ief  cause 
for  that  momentous  movement  in  the  United  States,  from  "  occu- 

rirjr  of  the  farm  by  ownership  "  to  "  occupancy  of  the  farm  through 
landlord."  Then,  "  after  a  period  of  peonage,"  comes  the  final 
ibandonment  of  the  farms.  Poor  souls,  they  do  not  realize  that  in 
dnding  the  country  usurer  they  are  only  running  into  his  prototype 
of  tiie  city. 

You  may  find  it  wisest,  Mr.  Chairman,  to  keep  ^^  farm-land  credit " 
mtirely  separate  and  distinct  in  its  financial  organization  from  "  per 
tcmal  credit"  But  it  does  not  follow  that  some  be^nning  toward 
he  latter  can  not  be  incorporated  here.  Bring  the  Glass-Owen  bill 
'  down  further  to  the  people,"  to  those  who  never  yet  have  directly 
mjoyed  that  peculiar  initial  ^^  credit  aid  "  which  emanat>es  from  the 
vhole  people  when  united;  i.  e.,  the  Government.  There  is  nothing 
noongruous  in  this  suggestion.  It  is  easy  of  accomplishment  and 
Ml  be  made  safe  and  sane.  Authorize  the  Federal  Reserve  Board 
4>  establish  smaller  banks  than  $25,000  whenever  they  see  fit  to  do  so. 
In  some  cases  I  would  favor  capitalization  even  as  low  as  $5,000, 
[nrovided  a  reasonable  surplus  is  paid  in  at  the  start  by  the  sale 
)f  stock  at  a  premium.  For  the  country,  instead  of  a  population 
jpalification,  let  formation  of  these  small  national  banks  rest  on  a 
rigid  requirement  for  such  a  number  of  resident  stockholders  as 
dukU  insure  success  from  the  beginning,  sa^,  not  less  than  50  adults, 
each  subscribing  for  at  least  one  share.  This  would  allow  reasonable 
banking  facilities  at  small  places,  which,  while  not  necessarily  ^'  in- 
earporated,"  should  at  least  possess  ample  railroad  and  telegraph 
facilitie&  Doubtless  some,  if  not  many  of  the  present  small  State 
ind  private  banks,  would  come  into  this  system,  for  which  the  Fed- 
oml  board  would  define  "  acceptable  farmers'  paper  "  for  rediscount 
It  the  regional  banks.  As  to  the  cities,  the  Federal  board  should 
also  be  authorized  to  establish  smaller  national  banks  than  the  act 
now  allows,  especially  for  those  particular  city  districts  entirely 
given  over  to  that  smaller  class  oi  people  not  sought  after  by  the 
hrger  national  banks.  Here,  too,  tne  Federal  board  would  issue 
roles  making  loans  absolutely  safe. 

Mr.  Chairman,  the  charge  can  and  should  be  refuted  that  '^the 
United  States  has  already  gone  to  its  full  credit  limit,  and  that 
ooDsequently  there  is  nothing  left  for  the  little  fellow."  On  the 
other  hand,  to  say  that  the  national  banking  act  as  now  worded, 
which  iJlows  no  institution  of  less  than  $25,000  (and  prohibits  even 
these,  except  in  the  smallest  places) ,  ^'  can  materially  aid  the  man  of 
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small  means,"  except  in  isolated  instances,  is  not  borne  out  by  the 
facts.  I  can  certiiy  from  personal  observation  that  it  does  not  do 
so  for  the  western  and  southern  farmer,  excepting  at  exhorbitant 
and  life-taking  rates. 

The  five-year  mortgage  clause  inserted  in  the  Federal  reserve  act 
will  be  practically  inoperative,  excepting  in  a  few  localities  or  sec- 
tions, because  short-term  notes  and  bills  of  exchange  will  be  defined  as 
"proper  paper  for  rediscounting  purposes."  And,  even  if  the  Fed- 
eral board  should  permit  it,  how  manv  banks  are  likely  to  tie  up 
much  of  their  depositors'  funds  in  nve-year  mort^ges?  When 
long-term  mortgages  are  coupled  up  with  the  "  amortizatiim  plan,'' 
they  become  the  basis  for  bonds,  which  are  recognized  the  world 
over  as  the  best  and  most  liquid  of  assets.  I  heartily  agree,  with  all 
who  have  testified  here  to  the  only  practical  way  of  marketing  these 
bonds,  to  wit,  by  federation  of  some  sufficient  number  of  responsible 
and  capitalized  units,  through  either  a  State  or  a  regional  .associa- 
tion, itself  possessing  not  less  certainly  than  $500,000  capital  (prefer- 
ably $1,000,000).  But  allow  me  to  say  again,  with  all  the  wnphasis 
at  my  command,  not  so  without  some  land  of  Government  credit 
backing.  I  mean  something  more  than  mere  governmental  "  super- 
vision'^  or  "  O.  King." 

The  very  best  kind  of  credit  for  the  bonds  would,  of  course,  be 
the  "  Government's  guaranty."  In  this  case  the  people  and  not  the 
banks  would  get  the  benefit  of  the  lower  interest  rate  obtainable; 
and  I  can  see  how  such  a  "  guaranty  "  could  be  safely  arranged  and 
without  injuring  the  Government's  credit. 

The  only  other  practical  and  eflPective  plan  would  be  a  limited 
actual  purchase  of  these  bonds  through  the  postal  savings  and  other 
strictly  Government  moneys  now  enjoyed  by  the  national  banks. 

Gentlemen,  I  thank  you  for  your  attention. 

Senator  Holies.  Mr.  Scudder,  I  want  to  ask  you  one  question. 
Do  you  think  it  would  be  of  any  substantial  benefit  if  State  banks, 
those  that  are  not  qualified  to  enter  the  Federal  reserve  system, 
should  be  permitted  the  privileges  of  the  system  so  far  as  rediscount- 
ing their  paper  with  member  banks  of  the  system  is  coBcemed? 
That  is  a  suggestion  of  Mr.  Bulkley,  I  think  I  ought  to  state. 

Mr.  Scudder.  State  banks  of  $25,000 

Mr.  Bulkley  (interposing).  That  was  Mr.  Morris's  suggestion. 

Mr.  Scudder  (cofttinuing).  State  banks  of  $25,000  capital  and 
complying  with  the  conditions 

Senator  Hollis  (interposing).  No;  banks  of  any  smaller  capital 
that  would  not  be  eligible  to  join  the  Federal  reserve  system;  you 
know  that  at  present  they  are  not  allowed  to  avail  themselves  of 
the  privileges  of  the  system  through  other  banks.  That  was  done 
lor  the  purpose  of  compelling  them  all  to  come  in  that  were  eligible. 

Mr.  Scudder.  Yes. 

Senator  Hollis.  But  now  that  so  many  have  come  in  and  the 
system  is  boimd  to  be  a  success,  it  might  not  be  necessary  to  keep 
up  the  bars.  Do  you  think  that  it  would  give  these  little  State  banks 
any  substantial  help  on  the  conmiercial  side  if  they  were  allowed  to 
rediscount  through  the  member  banks  of  the  Federal  reserve  system! 

Mr.  Scudder.  I  should  say  it  might  be  helpful  if  it  were'  really 
practical.    There  is  a  great  deal  of  local  jealousy  to  be  considered. 
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Senator  Houljs.  You  think  it  would  be  helpful,  but  how  far  you 
ire  not  able  to  state? 

Mr.  ScuDDEB.  No;  undoubtedly  you  would  have  to  put  certain 
safeguards  and  restrictions  and  limitations  as  to  the  amount,  because 
when  a  panic  comes  in  a  community  it  hits  sill  the  banks  alike,  and  if 
one  State  bank,  we  will  say,  should  be  allowed  to  rediscount  with  its 
neighbor  across  the  street 

Senator  Hoixis  (interposing).  No;  that  would  be  with  one  that 
was  a  member  of  the  system. 

Mr.  ScuDDEB.  Well,  but  your  suggestion  was  that  any  State  bank 
should  be  allowed  "to  go  to  any  member  of  the  system,"  and  it 
mij^ht  be  in  the  same  place. 

Senator  Hollis.  Yes. 

Mr.  ScuDDEB.  Here  is  a  city  or  a  town,  and  three  banks  are 
national  and  three  banks  are  State  banks,  and  the  three  State  banks 
(70uld  be  allowed  under  that  proposition  to  "  rediscount "  with  the 
liree  national  banks  of  their  city. 

Senator  Holus.  Yes. 

Mr.  ScTTDDEB.  That,  if  it  really  did  happen  at  all,  might  bring 
ibout  a  very  serious  condition,  hNecause  panics  generally  start  with 
ocal  conditions;  start  in  some  particular  spot  and  then  spread. 
knd  that  being  the  history  and  the  course  of  "panics,"  it  might 
M>me  about  that  conditions  would  be  very  much  aggravated  in  a 
^ven  localitj  by  reason  of  the  fact  that  credit  was  "  overdone,"  by 
reason  of  this  proposition.  In  other  words,  if  those  State  banks  are 
allowed  to  inflate  their  business,  for  that  is  what  it  would  be,  "  in- 
Bation"  bj  reason  of  this  privilege,  they  might  inflate  to  such  ex- 
tent that  it  would  be  a  very  serious  matter  in  that  community. 

Mr.  Platt.  Well,  it  would  simply  be  giving  them  the  same  privi- 
lege that  the  national  banks  have,  would  it  not? 

Mr.  ScuDDEB.  Yes,  it  would;  but  without  any  direct  supervision 
frwn  the  Federal  reserve  board  over  the  State  institutions. 

Mr.  Platt.  The  national  banks  with  whom  they  deal  would  pre- 
sumably send  their  paper  right  on  to  the  Federal  reserve  banks; 
they  could  do  so,  at  least. 

Mr.  ScuDDEB.  Yes ;  if  the  present  law  is  amended ;  but  if  you  had 
the  thing  separate,  as  it  is  now,  there  is  a  check  to  the  national 
bank's  operation. 

Mr.  Platt.  You  mean  the  State  bank's  operation. 

Mr.  ScuDDEB.  No;  the  national  banks.  They  would  not  unduly 
inflate  their  business.  The  Federal  Reserve  Board  would  not  allow 
it  Is  it  not  evident,  if  you  have  two  systems  in  one  city  or  town, 
one  is  a  public  check  against  the  other?  Here  are  three  national 
banks  in  a  town  and  three  State  banks,  and  if  the  three  State  banks 
ire  being  watched  all  the  time  by  the  three  national  banks  the  State 
banks  are  certainly  not  going  to  inflate  their  business,  i.  e.,  borrow, 
either  directly  or  through  rediscounting,  to  such  an  extent  as  to  make 
their  statements  appear  in  an  inflated  way. 

Mr.  Platt.  Well,  it  seems  to  me  that  you  are  arguing  against  your 
own  position.  A  few  minutes  ago  you  took  the  ground  that  these 
mall  banks  should  be  allowed  to  come  into  the  Federal  reserve 
system. 
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Mr.  ScuDDER.  Yes ;  but  I  am  talking  about  a  different  propodt 
now. 

Mr.  Platt.  What  difference  does  it  make  whether  they  are  allo^ 
to  come  in  directly  or  whether  they  are  allowed  to  come  in  throi 
the  other  banks  ? 

Mr.  ScuDDER.  Because,  in  one  instance,  the  suggestion  that  I  m 
was  that  they  all  be  allowed  to  come  in  equally  with  the  others  i 
under  direct  supervision  of  the  Federal  Beserve  Board,  but  the  » 
gestion  I  understand  Mr.  BulMey  made  was  that  only  for  "rec 
counting  purposes  "  these  State  banks  be  allowed  to  use  the  natia 
banks.    Is  not  that  it,  Mr.  Bulkley  ? 

Mr.  BuLKOiY.  That  they  be  permitted  to  rediscount  through 
member  banks. 

Mr.  ScuM>ER.  Yes.    Now,  I  say  with  proper  limitations 

Mr.  Platt  (interposing).  That  is,  to  send  their  papa:  on  thnw 
the  member  bank  to  the  Federal  reserve  bank. 

Mr.  ScuDDER.  Yes:  and  I  do  not  see  why,  under  proper  restrict» 
and  in  the  absence  oi  local  feelings  of  natural  rivalry,  that  could  i 
be  done.     But  you  have  got  to  provide  against  "  too  much  inflatio 

Mr.  Bulkley.  What  restrictions  do  you  suggest? 

Mr.  ScuDDER.  Well,  the  suggestion  is  a  new  one  to  me,  and  I  hi 
not  thought  over  it,  but  I  think  that  could  be  worked  out  very  eas 
There  might  be  restriction  as  to  capitalization,  so  that  there  wo 
not  be  too  much  inflation  of  the  bank's  business  by  excessive  bom 
inff  or  rediscounting  liability. 

Mr.  Platt.  I  do  not  suppose  there  is  anything  in  the  Federal 
serve  act  that  prevents  a  State  bank  from  rediscounting  with 
national  bank  now,  provided  the  same  paper  is  not  sent  on  to 
Federal  reserve  bank. 

Mr.  ScuDDER.  No ;  I  do  not  know  anything  in  the  present  law  ti 
would  prevent  that.  But  we  all  know  it  wouldn't  likely  happ 
unless  such  paper  were  made  "  acceptable "  for  rediscounting  p 
poses  at  the  regional  banks. 

Senator  Hollis.  Well,  the  idea  here  would  be  to  allow  the  mc 
ber  bank  to  issue  notes  on  it  and  pass  it  along.  We  thank  you  v< 
much,  Mr.  Scudder,  for  your  statement 


ADDITIONAL  STATEMENT  OF  JOHN  LEE  COTTLTEK,  SECEETA 
OF  THE  UNITED  STATES  COMMISSION  TO  INVESTIGATE  A 
TO  STUDY  RURAL  CREDITS. 

Senator  Hollis.  Mr.  Coulter,  you  have  attended  most  of  the  he 
ings  we  have  had  on  this  question,  and  I  presume  you  have  so 
additional  suggestion  which  you  can  offer,  in  the  light  of  the  stJ 
ments  made  by  the  other  witnesses. 

Mr.  Coulter.  There  are  a  few  points  concerning  which  I  wo 
like  to  say  a  few  words. 

I  believe,  after  considering  absolutely  everything  that  has  b 
said  before  the  committee,  that  there  is  no  need  for  Congress 
provide  legislation  authorizing  or  making  it  necessary  for  the  ] 
tional  Government  to  lend  directly  or  through  local  instituti 
money  to  farmers  on  farm  mortgages. 
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[  believe  that  I  have  personally  talked  with  everyone  who  ap- 
ired  before  the  committee  who  claimed  to  be  himself  a  farmer,  and 
no  case  could  I  ascertain  that  any  of  them  had  obtained  from 
)  farmers  any  material  sentiment  or  any  definite  sentiment  at 

in  favor  of  having  the  National  Government  make  direct  loans 

Mr.  BuLKLEY   (interposing).  Was  that  true  in  the  case  of  Mr. 

keson? 

WLt.  Coulter.  It  was  true  of  Mr.  Atkeson.     I  talked  with  him 

terwards,  and  I  joked  with  him  about  the  fact  I  had  been  on  the 

rm  15  years  as  a  hard-laboring  boy  after  he  had  left  the  farm, 

d  after  he  became  a  college  professor,  and  a  college  president,  and 

acknowledged  that  at  the  time  the  resolution  was  introduced 
lich  the  grange  seems  to  have  accepted  as  its  motto — that  is,  thoeo) 
10  speak  on  the  subject  at  all  seem  to  have  accepted  it — ^not  only 
d  no  other  proposition  been  advanced,  but  even  the  propositioit 
direct  loans  had  not  been  extensively  studied.  One  man  was  chair- 
in  of  a  subcommittee  of  three  and  drew  up  the  resolution,  and 
at  was  about  all  that  has  been  done. 

All  the  letters  I  have  received  seem  to  indicate  that  if  some  sort 
an  institution  is  provided  which  can  act  as  a  go-between  between 
e  farmer  and  the  investing  public  that  is  all  that  is  really  necessary. 
Senator  Hollis.  Do  you  reier  now  to  the  Manchester  (N.  H.)  reso- 
tion? 

Mr.  Coulter.  Yes;  and  to  various  local  resolutions.  I  have  had  a 
w  hundred,  and  possibly  a  few  thousand,  letters  in  the  last  10  or 
!  months  on  this  subject,  and  I  can  not  find  any  sentiment  at  all 
actically  for  direct  (jovemment  loans. 

The  nearest  concrete  sentiment  of  any  significance  at  all,  outside 
once  in  a  long  while  an  occasional  letter  where  some  farmer  will 
fj  "  Would  it  not  be  possible  for  the  Government  to  make  some 
rect  loan,  just  the  same  as  it  used  to  give  land  away  "  that  seemed 
intimate  the  desirability  of  Government  loans,  comes  frcMn  Okla- 
naa.  The  Oklahoma  Farm  Journal  has  been  on  the  firing  line  for 
^ear  or  two  trying  to  get  the  State  to  loan  all  school  funds  to  the 
rmers. 

Oklahoma  has  about  $5,000,000  worth  of  school  funds  held  in  trust, 
d  it  has  loaned  about  $4,000,000  directly  to  the  farmers  at  5  per 
it  interest. 

But  there  is  about  $1,000,000  in  the  school  fund  not  loaned  to  the 
rmers,  but  loaned  to  counties  on  current-expense  bonds,  at  5  per 
it  interest,  and  this  journal  freauently  has  little  paragraphs  inti- 
kting  that  the  State  should  lend  directly  to  the  farmers,  and  on  one 
;asion  I  believe  it  said  that  it  would  not  be  entirely  out  of  place 
p  the  State  even  to  borrow  money  to  lend  to  the  farmers. 
Well,  that  is  the  only  illustration  that  I  can  get,  although  I  per- 
aaUy  wrote  a  letter  to  every  farm  paper  in  the  United  States,  and 
ve  been  trying  to  get  their  sentiment  and  their  judgment.  I  think 
itors  of  farm  papers  come  as  close  to  knowing  the  needs  and  the 
ms  of  the  farmers  as  anybody  you  can  get,  because  they  try  to 
3ase  the  farmer  as  well  as  the  advertiser.  And  I  can  not  find  that 
By  have  any  idea  of  Government  loans. 

The  only  farm  paper  that  has  made  any  big  fuss  at  all  on  this 
bject — I  was  looking  around  to  see  whether  Mr.  McMurchee  was 
re — ^is  the  farm  paper  for  which  Mr.  McMurchee  writes,  which  has 
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taken  occasion  to  everlastingly  go  after  the  proposition  for  farm 
land  banks,  but,  I  believe,  only  on  two  grounds ;  and  I  fully  expe< 
that  later  numbers  of  the  Farm  Magazine  of  Nebraska,  which  is  tl 
only  one  out  of  stacks  of  papers  that  I  have  got  that  makes  any  pi 
ticular  point,  will  have  something  to  say  about  this. 

It  makes  two  suggestions.  One  of  them  is  that  the  whole  prop 
sition  before  the  committee  was  the  product  of  Mr.  Breitung, 
Pine  Street,  New  York ;  and  Mr.  Breitung  appeared  before  this  coi 
mittee  and  said  that  he  had  appeared  be£)re  the  United  States  coi 
mission,  but  that  that  commission  found  that  it  could  not  use  any 
his  ideas — which  seems  to  be  all  that  is  necessary  on  that  point.  * 

The  other  idea  was  that  exemption  from  taxation  would  place 
terrible  burden  on  the  farmers,  while,  of  course,  the  idea  was 
make  cheaper  money  for  the  farmers  by  exempting  the  bonds  and  t 
mortgages  from  taxation.  I  think,  in  passing,  that  I  am  telling  t 
truth  when  I  say  that,  if  my  memory  serves  me  right,  I  met  i 
Odell,  of  the  Farm  Magazine,  some  years  ago,  and  he  is  one  of  t 
enthusiastic  single  taxers  in  the  United  States,  so  that  his  positi 
on  taxation  would  be  well  known  by  all  who  have  looked  into  t 
question  of  taxes  at  all. 

In  passing  that,  however,  I  am  passing,  so  far  as  I  have  inform 
tion,  practically  all  that  has  been  said  on  the  subject  of  taxaticm. 
want  to  read  the  section  which  the  conunission  wrote  originally,  b 
which  was  later  changed,  as  you  will  see.    The  section  reads: 

The  collateral  trust  bonds  or  debentures  Issued  by  any  national  fann-li 
bank  organized  under  this  act  shall  be  forever  exempt  from  the  Imposition 
any  tax,  assessment,  or  charge  [other  than  income  tax],  whether  natioo 
State,  or  municipal :  Provided,  That  under  the  laws  of  the  State  under  wW 
said  bank  is  operating,  the  mortgages  or  deeds  of  trust  [or  bonds  or  obllgatic 
secured  thereunder]  deposited  as  security  for  these  collateral  trust  bondi 
debentures  of  the  said  bank  are  likewise  exempt  under  the  laws  of  the  n 
State  from  all  taxes  [other  than  income  tax],  assessment,  or  charges  impoi 
by  the  said  State  or  by  any  subdivision  thereof  or  municipality  therrandi 
but  no  collateral  trust  bonds  or  debentures  issued  by  a  national  farm-la 
bank  shall  have  the  privileges  of  such  exemption  from  taxation  under  this  i 
unless  and  until  the  mortgages  and  deeds  of  trust  [or  notes  or  obllgatic 
secured  thereunder]  which  are  deposited  to  secure  the  said  collateml  tn 
bonds  or  debentures  of  the  said  bank  are  likewise  exempted  from  taxation 
the  State  in  which  the  bank  is  operating,  as  herein  provided. 

In  other  words  we  originally  tried  to  work  out  a  clause  provide 
for  exemption  of  the  bonds  on  condition  that  the  States  would  € 
empt  the  mortgages  or  deeds  of  trust.  That  seemed  to  be  a  v« 
roundabout  way,  and  we  decided,  after  a  search  through  the  cona 
tutional  decision,  etc.,  that  it  would  be  possible  for  the  Natioi 
Government  directly,  by  specific  enactment,  to  exempt  all  pa; 
held  by  the  institution. 

I  personally  think  that  it  is  unnecessary,  and  possibly  even  unwise, 
exempt  the  income  of  the  banks  from  taxation.  But  I  certainly  woi 
exempt  the  mortgages,  deeds  of  trust,  or  similar  instruments— ti 
is,  the  primary  instruments — and  I  would  exempt  in  the  same  n 
the  bonds  or  instruments  issued  by  the  institution.  And  I  woi 
do  it,  not  for  the  sake  of  the  bank  or  anybody  on  the  outsidcL  1 
clearly  and  fairly  believing  that  it  would  redound  to  the  benefit 
the  borrower.  I  have  stuoied  enough  about  matters  of  that  sort 
know  that  that  is  where  the  benefit  would  finally  be  lodged. 
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0  much  for  those  two  points — the  matter  of  direct  Government 
IS  and  the  matter  of  taxes. 

think  that  the  most  important  subject  of  policy  really  is  the  mat- 
of  whether  the  institutions  provided  should  be  large  numbers  of 
11  institutions  or  a  small  number  of  large  institutions, 
have  not  heard  any  ideas  brought  out  on  that  point,  except  a 
flict  of  judgment.  Several  gentlemen  have  said  that  if  you  have 
irge  number  of  small  institutions,  literally  none  of  them  could 
the  bonds. 

)ii  that  point  I  would  merely  say  that  those  gentlemen  really  did 
know  anything  about  that  subject.  I  have  told  each  one  of  them 
ut  that  afterwards,  because  I  knew  they  would  not  all  be  here  for 
to  tell  them  en  masse. 

Tie  fact  is  that  over  1,000,000  farmers  right  now  have  money  bor- 
ed on  the  land  as  security,  giving  mortgages  or  deeds  of  trust; 

those   1,000,000   farmers  have    borrowed   over    $2,000,000,000, 

>rding  to  their  replies  to  the  Government  inquiry  on  that  sub- 

.    Each  farmer  operating  his  own  farm  was  asKed  only  two  yeara 

whether  he  had  any  mortgage,  and,  as  I  say,  over  1,000,000  said 

They  were  asked.  How  much  is  the  mortgage?  And  when  the 
>unts  given  by  them  freely  and  voluntarily,  without  threat  of  pun- 
nent  or  anything  else — when  they  voluntarily  said  how  much 
J  had— were  added  together  it  was  found  to  total  $2,000,000,000. 
V,  that  money  comes  to  the  farmers  without  any  great  central 

itution  to  place  it.    I,  also,  in  my  home  community 

enator  Hollis  (interposing).  Do  you  not  think  it  is  fair  to  say 
[;  a  very  large  part  of  it  comes  through  the  efforts  of  middle  men, 
)  are  getting  large  conmiissions,  and,  if  you  withdraw  that,  the 
ley  is  not  very  likely  to  come  in  ? 

[r.  Coulter.  I  think  that  much  more  than  half  of  it  comes  from 
home  community.  It  does  come  through  the  channel  you  men- 
L,  but  it  comes  from  the  local  community.  And  that,  I  think,  is 
foundation  of  the  whole  proposition.  Much  of  it  comes  from 
local  community.  Unfortunately  the  man  who  lends  it  gets  a 
rate  and  the  man  who  borrows  it  pays  a  high  rate ;  but  the  big 
it  is  that  much  of  it  comes  from  the  local  communities,  and  a 

1  institution  lending  to  the  farmer  could  immediately  sell  the 
ds  to  the  local  investor. 

Iven  Mr.  Jones,  from  Colorado,  who  argued  most  enthusiastically 
a  central  institution,  at  another  time,  discussing  another  point, 
[  that  Colorado  was  just  literally  full  of  money;  that  they  were 
ling  it  out  during  the  threatened  panic  of  1907  in  carloads  to 
Francisco,  Portland,  New  York,  and  Chicago,  to  help  to  relieve 
situation. 

know  that  it  is  literally  a  fact.  I  had  a  letter  from  an  uncle 
nine  a  few  days  ago,  who  is  a  retired  farmer  and  sold  his  farm 
about  $65,000  or  $70,000,  and  he  loans  all  that  out  on  local  mort- 
es.  He  averages  about  5  per  cent,  and  the  farmers  pay  about  8 
cent — aside  from  commissions,  etc. 

[y  point  is  that  in  many  sections  of  the  country  you  do  not  have  to 
o  Europe  or  to  Japan  or  to  the  moon  or  to  any  place  else  that  is 
ant  to  get  the  money  that  the  farmers  need.     What  you  want  most 
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is  an  institution  which  will  be  the  clearing  house  and  which  will 
be  an  instrument  to  sell  and  from  which  the  local  investors  will  buy, 
which  can  get  the  money  from  the  investor  to  the  borrower.  The 
farmer  needs  the  money ;  he  is  getting  much  of  it  now,  but  he  gete 
it  through  such  an  unrortunate  channel  that  the  investor  gets  bttle 
and  the  borrower  pays  much. 

I  believe,  therefore,  that  local  institutions  would  succeed.  But  I 
should  say,  further  than  that,  that  we  have  3,000  counties  in  the 
United  States,  most  of  which  have  some  bonded  indebtedness,  and 
these  counties  are  able  to  market  their  bonds,  and  they  do  not  have 
to  have  one  institution  as  a  clearing  house. 

We  have  in  the  United  States  over  14,000  incorporated  cities,  towns, 
and  villages.  I  believe  that  between  8,000  and  10,000  of  them  have  t 
small  bonded  indebtedness.  Most  of  that  is  sold  to  the  local  ccxn- 
munities,  although  in  some  cases,  to  be  surej  in  some  parts  of  the 
country,  they  do  carry  their  bonds  outside. 

The  big  financial  journals  of  New  York  which  record  the  standing 
of  municipalities,  counties,  townships,  road  districts,  etc.,  that  have 
outstanding  debts — in  order  to  have  the  bonds  listed  and  in  order  to 
furnish  information  to  prospective  investors — are  often  presumed 
to  list  all  of  the  little  cities,  counties,  etc.,  that  have  any  debt  In 
fact,  they  often  have  such  a  small  percentage  of  them  that  it  is  insig- 
nificant. 

Senator  Hollis.  Small  percentage  of  what? 

Mr.  Coulter.  A  small  percentage  of  all  local  governments  thit 
want  to  borrow — that  issue  bonds.  They  have  chiefly  those  that  come 
to  the  East  and  North  to  borrow.  The  Government  is  now  making 
a  canvass,  through  one  of  the  departments  here,  to  ascertain  the 
extent  to  which  townships  and  counties  and  precincts,  and  cities, 
towns,  villages,  boroughs,  and  States  are  in  debt,  and  what  sinking- 
fund  assets  they  have  to  take  care  of  those  debts ;  and  yet  we  were 
told  that  all  you  had  to  do  was  to  go  up  there  to  New  York  and  take 
the  published  journals  and  you  could  get  a  list  of  all  of  them,  how 
much  debt  they  had,  and  what  their  standing  was,  etc. — absolutdy 
overlooking  the  fact  that  literally  hundreds  and  hundreds,  if  not 
several  thousands,  of  counties  and  townships  and  little  villages  issue 
bonds  which  never  get  out  of  the  home  community  at  all ;  the  local 
investor  takes  them  up. 

Mr.  Woods.  Dr.  Coulter,  the  foundation  of  the  payment  of  these 
bonds  depends  upon  taxation,  does  it  not? 

Mr.  Coulter.  Of  course.  My  only  point  is  whether  you  need  i 
central  institution  to  market  your  bonds,  or  whether  there  is  local 
investment  money  available;  and  my  point  is  that  great  amooDts 
of  these  loans  are  taken  in  their  home  communities  by  home  investors 

Mr.  Woods.  Where  did  you  get  that  information? 

Mr.  Coulter.  I  get  it  from  two  facts.  First,  I  have  the  whole  lis* 
that  is  published  m  New  York  of  cities,  counties,  townships,  and 
villages  that  have  debts. 

Mr.  Woods.  No;  where  do  you  get  the  information  that  farm 
mortgages  are  taken  by  the  local  investors? 

Mr.  Coulter.  From  all  the  statistics  that  I  can  get  hold  of  as  to 
the  amount  the  big  insurance  companies  loan  and  the  amount  thai 
^oes  through  the  big  loaning  companies  that  have  eastern  ccHlne^ 
uons. 
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r.  Woods.  You  have  got  hold  of  the  wrong  statistics  then,  that 

jrv  evident,  because  anybody  that  investigates  the  local  condi- 

i  knows  that  the  majority  of  those  permanent  investments  and 

;gages  go  outside  of  the  local  community. 

r.  CouiiTER.  I  think  that  may  be  true  in  your  State. 

r.  Woods.  It  is  true  all  over  the  United  States. 

r.  Coulter.  No;  I  am  quite  confident  Uiat  is  not  the  case. 

r.  Woods.  You  would  need  to  get  statistics  that  were  very  re- 

e  to  make  people  believe  that. 

r.  Coulter.  The  other  fact  is  that  I  think  the  local  towns,  vil- 

3,  etc.,  the  great  majority  of  them,  never  are  listed  at  all  in  the 

bond  markets;  they  do  not  go  there;  they  find  lots  of  local 

3y.    And,  as  I  mentioned  a  few  moments  ago,  the  strongest 

cates  of  the  other  idea,  such  as  Mr.  Jones,  come  out  and  say 

have  got  aU  the  mouey  we  need  in  our  State;  we  do  not  need' to  go  to 
York  for  a  cent  of  it ;  all  we  need  is  an  institutton  to  connect  the  two. 

r.  Woods.  Now,  Mr.  Chairman,  that  statement  is  very  unfair. 
Jones  did  not  make  that  statement  in  the  first  place,  and  in  the 
id  place  he  was  referring  to  commercial  money,  and  not  money 
arm  investment. 

:.  Coulter.  I  believe  he  afterwards  made  the  same  statement 
reference  to  farm  investment. 
'.  Woods.  I  understood  what  he  said;  and  his  statement  should 

i  as  it  is  in  the  record,  without  any 

\  Coulter  (interposing).  I  think  I  understood  it;  however, 
.  he  said  is  in  the  record. 

'.  Woods.  It  is  in  the  record,  and  it  will  show  for  itself. 
Dator  Hollis.  You  always  have  to  have  the  counsel  tell  the  jury 
sourt  case  what  is  in  the  record.     [Laughter.] 
•.  Weaver.  I  make  the  point  that  the  record  is  the  best  evidence. 
•.  Coulter.  Now,  there  is  an  illustration  of  the  point  that  I 
3t  believe  it  is  necessary  in  a  ffreat  part  of  the  country  to  have 
;  central  institutions.    I  recollect  the  statement  in  that  con- 
on  of  Mr.  Moss,  that  Indiana  has  the  best  road  system  in  the 
ad  States,  and  they  issued  millions  of  dollars'  worth  of  road 
s,  and  those  road  bonds  are  just  snapped  up  at  such  rates  as  4^ 
;ent,  and  selling  at  par  or  above  par  in  that  State,  and  that 
never  drift  away  or  seldom  drift  away  to  outside  districts, 
[lave  a  great  many  concrete  illustrations  which  I  would  be 
to  give  if  time  permitted,  but  I  do  not  want  to  take  too  much 
of  the  committee. 

I  the  other  hand,  I  do  know  that  there  are  many  communi- 
hat  need  outside  money,  and  will  have  to  send  their  bonds,  or 
ever  instruments  are  provided  for,  to  outside  districts,  either 
ier  parts  of  the  same  State,  or  to  outside  States,  and  even  some 
irope.  I  am  not  aware  of  the  extent  to  which  our  mortgages, 
nilar  instruments,  go  to  Europe  now.  I  have  been  over  there, 
[  have  examined  them  concretely  on  that  side,  as  well  as  here. 
>w  that  the  Scottish  connections  are  important,  my  own  folks 
ig  from  Scotland  and  being  foreign-bom  people.  I  know,  in  a 
ete  way,  by  personal  experience,  in  the  actual  inspection  of 
,  to  what  extent  we  now  go  out  of  the  country  for  funds. 
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I  know  that  there  will  be  many  naticmal  farm-land  banks  that  will 
need  outside  connections,  and  I  would  not  want  to  prohibit  any  bif 
institutions  or  federation  of  small  institutions ;  but  on  the  other  hand 
I  know  in  a  large  part  of  the  country  it  is  not  absolutely  necessaiy, 
as  I  suggested ;  and  therefore  I  am  thoroughly  in  favor  of — and  con- 
tinue to  be  in  favor  of — ^a  provision  for  iarmall  institutions,  letting 
large  ones  form  themselves  where  they  find  that  thev  are  need^. 

Mr.  Platt.  That  is,  you  would  not  compel  a  tederation  at  the 
start? 

Mr.  CouLTEB.  No;  I  would  not  compel  a  federation.  I  believe, 
however,  that  the  suggestion  of  the  commission  can  be  very  mate- 
rially improved  upon  in  the  section  which  provides  for  selling  agen- 
cies. I  think  it  would  be  wise  to  provide  for  more  than  merely  selUng 
agencies.  I  think  it  would  be  wise  to  provide  for  a  voluntary  federation 
of  local  institutions,  and  that  the  federated  institution  should  not 
only  sell  the  bonds  of  the  locals,  but  actually  issue  them,  or  certify  to 
them.  I  feel  confident  that  many  small  institutions,  however,  would 
not  go  into  such  a  system. 

Senator  Hollis.  Mr.  Coulter,  Senator  Norris  would  like  to  ask  you 
a  question. 

Mr.  Coulter.  Certainly. 

Senator  Norris.  I  wanted  to  get  your  judgment.  Dr.  Coulter,  od  a 
suggestion,  thrown  out  by  the  gentleman  who  preceded  you,  about 
the  guarantee  of  these  bonds  or  other  evidences  of  indebtedness  by 
the  Government. 

Mr.  Coulter.  I  really  do  not  believe  that  is  necessary.  That  would 
place  the  National  Government  in  the  position  of  having  to  ^  out 
and  decide  upon  the  value  of  farm  lana.  Now,  we  have  had  m  the 
Department  of  Agriculture  for  several  years  an  Office  of  Farm 
Management. 

Senator  Norris.  If  that  was  done,  would  it  reduce  the  rate  of  in- 
terest the  farmer  has  to  pay  for  his  loan  ?  In  other  words,  would  it 
enable  the  bank,  or  whatever  institution  was  between  the  farmer  ind 
the  money,  to  get  money  cheaper  and  to  float  bonds  for  a  less  rate  of 
interest? 

Mr.  Coulter.  I  have  not  the  faintest  idea  what  effect  it  would 
have,  because  I  can  not  imagine  the  Government  going  into  the  busi- 
ness of  absolutely  setting  the  value  of  the  land.  How  are  they  ^oing 
to  decide  what  the  value  of  the  land  is?  What  is  land  worth?  ^'ow, 
if  the  Government  is  going  to  go  into  the  matter  of  either  lending 
directly,  or  guaranteeing  loans,  they  must  go  into  the  business  of  de 
ciding  what  that  land  is  worth,  and,  if  they  go  into  that,  the  Government 
has  a  bigger  job  on  its  hands  than  it  has  ever  had  in  the  past  in  any 
of  its  dealings  in  agriculture.  Now,  I  live  on  a  farm  of  1,000  teres, 
over  800  acres  of  which  is  in  actual  cultivation,  and  has  been  for 
from  18  to  25  years,  in  Minnesota,  and  literally  we  can  not  figure 
out,  as  Mr.  Quick  said  here  the  other  day,  what  that  land  is  worth. 
We  know  what  we  can  get  for  it  and  what  we  would  have  to  pay  for 
it  when  we  want  to  buy ;  but  it  is  a  matter  of  guesswork — of  supply 
and  demand — and  it  depends  upon  who  wants  to  sell  and  who  wants 
to  buy,  and  who  has  got  a  little  money  ahead ;  it  is  more  of  a  question 
of  a  home  than  anything  else. 

Senator  Norris.  This  question  has  to  be  determined  by  the  people 
oi  the  bank,  or  whatever  institution  makes  the  loan. 
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Mr.  Coulter.  Yes;  people  must  determine  their  own  financial 
traBsactions,  and  working  with  each  other,  buying  and  selling  and 
dding  business  with  each  other,  rather  than  for  the  GovernQient, 
the  political  side  of  the  people,  going  into  such  a  matter  and  trying 
to  determine  the  values  of  land;  what  income  it  will  produce,  and 
what  it  will  cost  to  do  that,  and  how  thick  to  plant  the  trees  in 
order  to  increase  the  income,  and  all  that  sort  of  thing.  I  can  not 
imagine  that.  I  have  tried  for  several  years  to  figure  out  what  really 
is  the  value  of  farm  land 

Senator  Norris  (interposing).  Well,  would  your  bank  have  to 
determine  how  thick  they  would  have  to  plant  the  trees  before 
they  would  lend  the  money  on  the  farm  ? 

Mr.  Coulter.  I  think  the  institution  would  have  to  have  about 
the  same  relationship  with  the  farmer  as  now  lexists  between  the 
present  mortgagor  and  the  mortgagee. 

Mr.  ScuDDER.  Mr.  Chairman,  I  think  Dr.  Coulter  has  misunder- 
stood my  suggestion  of  guaranty. 

Mr.  Coulter.  You  were  speaking  of  commercial  credit,  while  I 
am  talldng  now  about  mortgage  credit. 

Senator  Norris.  I  understood  you  to  be  speaking  of  mortgage 
credits,  Mr.  Scudder. 

Mr.  Scudder.  I  was.  Dr.  Coulter,  however,  is  arguing  from  the 
standpoint  of  no  federation,  whereas  I  was  arguing  from  the  stand- 

Eoint  of  the  same  kind  of  federation  that  the  Federal  reserve 
oard  covers.  In  other  words,  my  proposition  is  that  the  Govern- 
ment does  not  find  out  what  the  merchant  is  worth.  Why  is  it 
necessary  for  the  Government  to  find  out  what  farm  land  is  worth  f 
It  depends  on  the  system. 

Senator  Norris.  That  is  what  I  understood.  Now,  I  would  like  to 
ask  Dr.  Coulter  if  that  is  not  what  we  have  done  in  the  banlring 
and  currency  law.  The  Government  guarantees  the  currency,  all  the 
bank  notes  uiat  are  issued  ? 

Mr.  Coulter.  They  put  up  $40  in  gold  for  each  $100  of  currency, 
besides  all  the  rest  of  the  security. 

Senator  Norris.  Yes;  but  it  not  only  guarantees  it,  but  it  guaran- 
tees payment  on  demand,  and  in  gold. 

Mr.  Coulter.  Yes;  but  it  does  not  put  out  35-year  debentures, 
does  it? 

Senator  Norris.  No;  it  rests  on  the  system;  it  is  guaranteed.  It 
supposes  that  what  the  bank  has  loaned  on  and  what  the  reserve 
bank  has  guaranteed  will  be  good. 

Mr.  Coulter.  For  a  period  of  six  months  and  not  more  than  that? 

Senator  Norris.  Yes.  Now,  I  am  asking  for  information.  Would 
it  be  a  practical  proposition,  after  this  system,  whatever  system  you 
have,  is  built  up,  and  after  these  debenture  bonds,  or  whatever  you 
have  in  the  way  of  indebtedness,  are  issued,  for  the  Government  to 
add  its  guaranty,  for  the  purpose  of  floating  the  bonds  at  a  very  low 
rate  of  interest? 

Mr.  Coulter.  I  do  not  think  so.  I  understood  Mr.  Scudder  to  be 
considering  entirely  paper  that  ran  for  not  exceeding  six  months; 
commercial  paper,  whicn  had  a  big  guarantee  of  gold  back  of  it — 
$40  on  $100,  if  I  remember  right — m  other  words,  a  short-time  busi- 
ness where  there  could  be  no  change. 


Digitized  by 


Google 


838  BUEAL  GBEDITS. 

But  here  we  are  going  into  a  matter  of  valuing  real  propcttr, 
and  issuing  instruments,  which  we  are  going  to  guarantee,  and  wml 
are  going  to  be  outstanding  for  35  or  40  years,  and  in  some  countritt 
for  50,  60,  or  70  years;  an^  I  do  not  believe  they  can  be  put  in  the 
same  class  at  all.    I  do  not  believe  the  same  arguments  houi. 

I  think  in  the  case  of  commercial  paper,  from  that  other  stand- 
point, it  is  all  right.  I  do  not  object  to  State  guaranty  there,  or 
national  guaranty;  but  I  do  not  see  how  the  Gtovemment  can  g> 
into  the  business  of  actually  valuing  land  and  putting  their  stamp 
on  the  bonds,  and  saying,  "This  is  the  value  now,  and  you  can 
issue  bonds  on  it  and  let  them  stand  out  any  place  in  the  world  for  35 
years,  and  we  will  stand  back  of  them  and  see  that  they  will  be 
taken  up  at  that  time."  I  do  not  believe  that  the  two  things  can  go 
together. 

Mr.  BuLKLEY.  You  think  it  is  better  for  the  small  investor  to  tab 
that  risk,  do  you  ? 

Mr.  Coulter.  I  think  it  is  better  for  the  people  themselves  to  do  H; 
the  local  institution  which  knows  the  conditions  there.  If  proper^ 
values  commence  goinff  down,  the  local  institution  can  take  tne  necee- 
sary  steps  to  protect  them. 

Mr.  BuLKLEY.  You  do  not  understand  that  the  Government  ffuir- 
anty  would  relieve  that  liability  of  the  local  institution,  do  you! 

Mr.  Coulter.  No  ;  but  still  the  Government,  after  all,  would  be 
the  one  you  would  rely  on. 

Mr.  BuLKLEY.  Not  to  the  exclusion  of  the  local  institution! 

Mr.  Coulter.  No  ;  I  mean  after  the  local  institutions  had  failed. 

Mr.  BuLKLEY.  The  point  is  that  the  local  institution  would  hin 
the  same  motive  for  safeguarding  the  loan  if  the  Grovemment  guar- 
anteed it,  as  if  the  Government  did  not  guarantee  it. 

Mr.  Coulter.  Well,  but  this  would  bring  the  Government  on  top 
of  this  and  into  a  field  that  I  really  think  is  not 

Mr.  Bulkley  (interposing).  You  do  not  think  that  a  local  insti- 
tution would  be  any  less  vigilant  to  protect  its  own  interests  just 
because  the  Government  is  behind  the  bond  issue,  do  you! 

Mr.  Coulter.  Yes;  I  do. 

Mr.  Bulkley.  Why?  Because  they  would  stand  to  lose  their 
money  anyhow? 

Mr.  Coulter.  Not  entirely ;  because  if  it  were  made  up  of  mem- 
bers the  people  who  were  borrowers  would  be  to  some  extent  the  same 
people  who  had  money  invested. 

Mr.  Bulkley.  Well,  explain  how  much  more  they  would  lose  if 
the  Government  did  not  guarantee. 

Mr.  Coulter.  Well,  they  could  clear  out  of  the  country,  the  same 
as  they  have  done  in  the  past,  getting  all  the  money  they  could  cot 
of  it,  and  then  getting  out  of  the  country. 

Mr.  Bulkley.  Why  could  they  not  do  the  same  thing  either  wiy! 

Mr.  Coulter.  I  suppose  there  is  a  possibility  of  that, 

Mr.  Platt.  You  thmk  if  the  Government  guarantees  a  man's  ob- 
ligation he  is  going  to  create  a  few  more  of  them  than  if  they  did 
not  guarantee  them,  do  you?  Of  course,  that  is  what  the  Govern- 
ment does  for  the  banks. 

Mr.  Coulter.  The  thing  is  that  if  you  garantee  you  ought  to  know 
what  you  are  guaranteeing,  and  here  you  would  be  guaranteeing  the 
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•lue  of  property  which  I  can  not  see  how  you  could  get  at  If  you 
^ce  the  Duying  and  selling  price  of  property  as  a  basis  for  that, 
:  is  a  dangerous  thing  for  the  Government  to  get  into. 

Senator  Nobkis.  Right  on  that  point,  Dr.  Coulter,  it  would  be 
dangerous  thing,  of  course,  for  the  Government  to  guarantee  any- 
in^  that  would  fail.  But  take  the  banking  system  that  we  have 
"ovided  for  by  law ;  the  Grovemment  guarantees  that  the  obligations 

those  banks  shall  be  paid  on  demand. 

Mr.  Platt.  Well,  that  is  a  difference 

Senator  Norris  (interposing).  It  is  not  as  severe  an  undertaking 

^arantee  that  something  shall  be  paid  in  35  years;  at  the  end  cS 

yeaCTs,  if  it  were  not  paid  promptly,  it  would  not  interfere  with 
e  Government  operations  or  with  its  credit;  but  anything  that 
auld  float  as  money  would  have  to  be  kept  right  up  to  tne  top 
»tch  all  the  time. 

Senator  Hollis.  I  think  it  is  fair  to  say,  in  order  to  straighten 
lis  out,  that  the  real  reason  is  that  the  Federal  reserve  notes  are 
ederal  obligations;  they  are  not  guaranteed  by  the  Government; 
ley  are  all  the  Government's  direct  primary  obligation,  loaned  to 
le  banks  on  what  is  supposed  to  be  good  security. 

The  real  reason  for  that  is  that  the  Democratic  Party  feels  itself 
ledged  for  the  Government  to  issue  all  the  money  that  is  issued  in 
le  country.  Now,  they  did  that,  and  probably  if  that  had  not 
een  so,  the  banks  would  have  been  allowed  to  issue  this  reserve  note 
urrency  without  any  Government  guaranty. 

But  the  point  is  here,  as  I  understand — I  want  to  clear  up  Mr. 
kmdder's  position.  Mr.  Scudder,  as  I  understood  it,  made  his 
liarantjr  position  applv  only  to  mortgages. 

Mr.  l^CTJDDER.  Yes;  that  is  correct. 

Senator  Hollis.  That  is  the  way  I  understood  him;  and  we  want 
0  set  him  right  on  that. 

Now,  we  are  on  a  very  important  point,  because  if  I  understand 
be  views  of  the  committee  correctly,  they  are  going  to,  if  they  can, 
nd  some  way  by  which  the  Government  can  assist  effectively  in 
etting  capital  that  can  be  loaned  to  farmers  on  farm  land ;  and  the 
Qaranty  proposition  will  probably  be  very  carefully  considered,  as 
ell  as  the  purchase  of  some  of  these  bonds  as  an  investment  by  the 
Government,  whereby  they  can  get  some  revenue,  by  selling  a  4 
er  cent  obligation  or  a  5  per  cent  obligation  and  borrowing  money 
n  Government  bonds  at  a  less  rate. 

It  is  a  good  thing  to  get  the  honest  conviction  and  judgment  of 
verybody  who  has  studied  the  subject  ri^ht  on  this  point.  We  can 
U  differ;  but  I  want  to  get  it  clear,  and  say  that  I  do  think  there 
eere  special  reasons  for  the  Government  issuing  these  Federal  reserve 
lotes,  that  were  political 

Mr.  Platt  (interposing).  Do  you  mean  that  the  Government  would 
lever  have  done  that,  it  it  had  not  been  for  the  language  of  the 
)emocratic  platform — which  is  true  enough  I  have  no  doubt? 

Senator  Hollis.  I  do  not  mean  merely  any  one  Democratic  plat- 
orm;  but  I  mean  that  all  the  traditions  as  well  as  the  platforms  of 
te  Democratic  Party  were  on  the  theory  that  the  Government  should 
jsue  the  money  of  tne  country. 

Mr.  Platt.  It  was  wrong;  but  the  Democratic  Party  had  to  do  it. 
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Senator  Hollis  (interposing).  Well,  it  is  my  understanding t 
the  Government  is  under  direct  obligation  to  repay  its  postid  i 
ines,  whether  they  have  invested  them  wisely  or  not 

Mr.  Coulter.  Yes.  I  think  I  would  go  with  the  committee  i 
to  the  point  of  using  any  such  funds  available,  just  the  same  i 
the  States;  I  would  use  any  trust  funds,  such  as  school  funds,  to 
on  mortgages.  I  think  that  is  a  good  proposition,  a  good  revenu 
the  schools  and  good  for  the  trust  funds  and  also  a  good  thin| 
the  farmers  of  the  States  as  borrowers.  But  I  certainly  woul( 
go  into  the  business  of  having  the  State  issue  bonds,  borrow  m 
and  lend  it  out  directly  asain  to  the  citizens.  I  think  there  is  a 
decided  difference  there,  between  attempting  to  use  to  the  very 
advantage  the  trust  funds  or  obligations  of  that  sort,  inch 
postal  savings,  and  going  into  the  business  of  borrowing  mon< 
lend  to  somebody  else. 

Second.  As  a  legnl  investment  for  time  deposits  of  national  banking  af 
tions,  as  provided  in  the  Federal  reserve  act,  and  for  funds  accumulat 
savings  banks  orgnized  and  doing  business  in  the  District  of  Columbia. 

I  think  that  would  be  a  demonstration  of  the  feeling  of  the 
emment  of  the  security  of  the  instruments. 

Third.  Aa  a  legal  investment  for  trust  funds  and  estates  under  the  cha 
or  administered  by  any  of  the  courts  of  the  United  States. 

Fourth.  As  a  security  for  loans  from  national  banking  associations  to  ni 
farm-land  banks  or  to  individuals,  for  not  exceeding  five  years,  to  an  ai 
aggregating  not  over  25  per  cent  of  the  capital  and  surplus  or  to  one-th 
the  time  deposits  of  the  national  banking  association  making  such  loan. 

The  idea  was  that  the  national  banking  associations  thems 
probably  would  not  go  into  the  business  of  lending  on  mortgai 
farmers.  It  is  a  fact  that  practically  every  State  bank  in  the  U 
States  now  could  legally  lend  with  real  estate  as  securitv.  I 
got  the  banking  laws  of  every  State  and  have  studied  tfeem  t 
to  what  extent  the  State  banks  and  private  banks  could  lend 
real  estate  as  security,  and  there  is  almost  no  limitation- 

But  at  the  same  time  the  State  banks  and  private  banks  d 
lend  to  a  very  large  extent  to  the  farmers.  What  is  the  reaso 
that?  Because  they  are  in  the  same  system  with  the  national  1 
ing  associations  and  have  to  do  the  same  sort  of  business,  in 
to  keep  in  the  same  class  and  get  their  paper  discounted,  for  inafil 
They  imitate  the  national  bank  because  the  national  bank  i 
standard;  that  is  the  style;  that  is  the  method  of  doing  bus 
They  have  constant  intercourse  and  follow  the  lead  of  the  nat 
banks.  Now,  I  do  not  believe  that  the  national  banking  associa 
in  spite  of  the  Federal  reserve  act,  will  materially  extend  their  1 
as  tney  are  authorized  to  do.  However,  they  could,  if  this  su 
tion  were  carried  through,  do  it  indirectly,  because  they  could 
chase  these  farm-mortgage  bonds,  which  would  be  the  same  I 
as  lending  to  the  farmers,  because  they  get  the  same  sort  of  ] 
and  get  the  same  sort  of  result.    Mr.  Jones  said 

Mr.  Smith  of  Minnesota  (interposing).  Right  there,  do  you 
that  the  principal  reason  the  State  banks  do  not  loan  on  farm  i 
gages  is  that  the  national  banks  do  not  do  it,'  and  they  imitate 
die  national  banks  do? 

Mr.  Coulter.  They  are  accustomed  to  that  sort  of  busine 
have  talked  with  a  number  of  State-bank  officers,  and  althoogfa 
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to  some  extent  (all  told,  only  about  18  per  cent  of  their 
s  are  in  securities  with  mortgages  of  some  sort  back  of 

They  hare  told  me  over  and  over  the  reason  they  did  not 

it  further 

Jmith  of  Minnesota  (interposing).  Do  you  not  think  that 
reason  is  that  a  State  bank  is  a  bank  of  discount  and  deposit, 
t  a  farm  mortgage  represents  investment  money,  and  they 

ntirely  different  Mnd  of  security 

'oxjLTER  (interposing).  Oh,  yes;  there  is  a  difference  between 
;  and  I  think  they  ought  to  be  kept  entirely  apart. 
^LATT.  What  the  State  bank  does  is  to  loan  money  for  short 
dth  mortgages  as  collateral,  which  national  banks  could 

Joui/TESR.  Well,  only  up  to  five  years;  under  the  Federal  re- 

t;  the  national  banl^  are  now  allowed  to  do  that. 

LATT.  Yes. 

louLTER.  Up  to  the  extent  of  25  per  cent  of  the  capital  and 

or  one-third  of  the  time  deposit.     Now,  I  say  this  provision 

lake  it  possible  for  the  national  bank  to  accept  these  bonds, 

of  having  to  go  out  themselves  and  supervise  the  mortgage 

ones  su^jgested  this:  That  these  bonds  should  be  accepted  by 
•etary  of  the  Treasury  as  security  for  the  deposit  of  funds 
5ver  character  in  national  banks. 

ecommendation  here  was  that  they  be  accepted  as  security 
deposit  of  postal  savings  funds  in  national  banks.  That 
a  considerable  extension,  since  that  would  practically  make 
ceptable  as  good  security  for  every  possible  purpose;  that 
e  the  final  limit 

I  am  not  a  practical  banker,  although  I  have  been  pretty 
a  small  country  bank,  and  know  its  working,  and  I  ao  n<^ 
bether  that  would  be  a  good  thing  or  not.  But  that  would 
J  in  the  direction  of  further  Government  recognition,  and 
robably  have  its  effect  in  the  standing  of  the  bonds  in  the 
y  market. 

3r  HouJS.  It  would  not  have  any  practical  effect  under  the 
law,  because  the  Secretary  of  the  Treasury  will  now  put  the 
aent  funds  in  the  Federal  reserve  banks,  where  no  security 
•ed,  and  he  can  not  put  any  in  the  member  banks. 

OULTER.   No. 

>r  HouJS.  They  could  be  put  in  the  regional  reserve  banks, 
in  the  member  banks;  so  that  that  would  not  be  very  prac- 
o  use  these  bonds  as  security  for  the  deposit  of  Government 
member  banks. 

OULTER.  That  is  true.  Probably  I  should  not  have  tried  to 
hose  subjects  that  I  have  discussed,  because  they  are  matters 
broad,  general  policy  than  of  detailed  questions  of  the  mort- 

jiness,  but 

)r  HoMJS  (interposing).  I  think  you  have  discussed  exactly 
it  the  committee  wanted  to  hear  you  discuss,  Dr.  Coulter, 
where  we  are  going  to  have  our  argument,  on  those  points 
3  discussed. 

oui/TER.  There  are  some  other  points  on  which  I  have  a  very 
deling,  and  some  little  information,  I  think,  particularly  with 
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reference  to  the  small  mortgage  banks.  A  question  has  been  mm 
as  to  whether  small  institutions  would  pay.  In  that  connertifla' 
has  been  said  a  ^eat  many  tunes  that  we  are  unlike  Europe;  At 
there  is  nobody  m  the  country  districts,  and  in  the  thousands  ti 
thousands  of  communities  of  this  country — ^we  have  about  45/1 
townships — ^that  there  is  nobody  that  either  has  the  capacity  or  t 
willingness  to  serve  free,  or  for  small  compensation,  to  help  in  t 
operation  of  these  small  institutions  if  ihev  were  launched. 

In  the  first  place,  we  are  not  so  yerj  dinerent  from  Europe.  1 
are  merely  the  same  people,  a  little  bit  removed,  and  when  we  go  bi 
there  we  find  that  tnere  is  not  much  difference  after  alL  We  m 
speak  a  little  different  language,  or  one  thing  or  another,  but  Um 
is  not  so  much  difference  after  all. 

Mr.  Weaver.  What  do  you  mean  by  Europe — ^what  part  of  it  ? 

Mr.  CouiiTER.  Oh,  practically  all  of  Europe,  from  the  heart 
Russia  to  my  own  old  home  up  m  Scotland,  and  the  north  of  Irelii 
I  walked  into  a  home  900  miles  from  the  boundary  of  Russia,  on  t 
nearest  side,  and  a  little  girl  about  that  size  [indicating],  came  rus 
ing  out  and  said,  "  Oh,  that  is  the  American  that  was  coming."  S 
said  that  in  good  English.  I  was  amazed  at  the  incident.  It  n 
merely  a  Russian  planter's  daughter,  who  had  had  an  Elngii 
governess,  and  she  said,  "  Why,  he  looks  just  like  dad.^  Her  fitl 
did  not  look  very  different  from  me.  He  wore  a  little  beard:  buJ 
could  raise  one  if  I  wanted  to.  They  hoed  potatoes  in  the  same  wi 
and  they  went  out  and  weeded  beets  in  the  same  way.  There  h 
difference  in  the  wages  to  be  sure.  They  make  su^r  in  the  sai 
way — in  the  factories.  The  bulls  have  to  nave  rings  in  their  noees 
they  will  horn  you  just  the  same.  Most  things  are  alike,  we  dil 
in  secondary  ways.  The  difference  between  the  countries  is  not  gre 
However,  I  do  not  make  anything  particular  of  that  But  I 
want  to  mention  these  facts  concerning  our  own  country.  We 
have  in  our  local  communities  people  of  the  very  character  need 
for  this  sort  of  thing  as  they  do  in  Europe.  We  know  that 
a  large  part  of  this  country  the  grange  is  strong,  in  thousands 
little  communities  the  prosperous  farmers  are  masters  of  the  grai 
or  hold  some  other  office,  and  they  go  through  all  the  forms  and  hi 
all  the  talk  that  you  will  hear  anywhere  else.  The  master  of  t 
grange  is  not  a  fool.  He  is  an  intelligent  citizen.  He  may  not  ha 
many  aspirations  outside  of  that  community,  but  he  is  likely  to  bi 
successful,  progressive,  prosperous  farmer,  and  I  am  sp^iking 
thousands  of  them.  In  other  parts  of  the  coimtry  the  Society 
Equity  is  the  thing;  in  still  others  it  is  the  Farmers'  Uniwi;  in  oUk 
it  IS  the  Gleaners.  Everv  part  of  the  United  States,  at  the  oresi 
time,  has  some  type  of  farmers'  organization  of  that  general  di 
There  is  scarcely  a  part  of  the  United  States  that  is  not  pretty  w 
covered,  and  some  of  them  have  all  of  these  organizations. 

Mr.  Bathrick.  I  understood  that  Mr.  Moss  said  in  his  testioM 
that  the  farmers  are  not  organized.  You  do  not  agree  with  that, 
you? 

Mr.  Coulter.  No;  I  very  strongly  disagree  with  that,  unl«B 
means  something  different  from  what  I  am  going  to  show  yoo  h 
as  to  the  extent  to  which  they  are  organized.  I  am  speaking  of  hi 
dreds  of  communities  here,  because  I  have  wandei^  arouiid  9f 
every  State  in  the  country.    I  am  from  Minnesota ;  my  wife  is  fr 
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oms;  and  my  youngest  child  was  born  here.  So  we  are  all  seat- 
ed in  that  way.  I  have  lived  in  country  districts  all  my  life,  ex- 
pt  the  few  months  that  I  have  been  here  in  Washington.  I  Imow 
Lat  the  farmers  are  organized  in  that  way  first.  I  know,  second, 
Bt  the  telephone  companies — ^the  farmers'  telephone  companies, 
wied  by  the  farmers — are  operating  in  hundreds  of  districts  now. 
hen,  there  are  the  mutual  insurance  companies.  The  farmers  have 
)ne  into  the  insurance  business  in  many  States. 
Senator  Hollis.  Anything  besides  fire  insurance? 
Mr.  Coulter.  Yes;  live-stock  insurance.  Recently  I  was  at  a 
rmers'  meeting  where  they  were  talking  about  crop  insurance, 
d  they  talked  as  learnedlv  about  it  as  Mr.  Jones  would  talk  about 
rming  a  central  bank  for  mortgage  business.  They  said,  for 
Jtance : 

•Jow,  for  fear  that  the  hail  comes  across  Huntsvllle  Township,  and  ruins 
'■  crops  of  15  or  20  farmers,  had  we  not  better  put  off  organizing  our  mutual 
p-insurance  company,  until  all  parts  of  the  State  come  in,  so  that  we  can 
^ead  the  possible  losses,  and  there  will  not  be  any  very  heavy  premiums  or 
essments  upon  one  little  locality. 

They  were  all  farmers  who  were  present.  But  they  have  their 
ilding  insurance,  and  their  live  stock  and  equipment  insurance. 

Minnesota  there  are  152  of  these  farmers'  mutuals  reporting  regu- 
:ly  every  year  to  the  State  insurance  commissioner;  and  they  have 
t  the  cost  of  insurance  in  half.  That  is  merely  one  State ;  I  have 
ta  for  other  States,  if  the  committee  should  desire  them. 
Then  we  have  possiblv  2,000  farmers'  elevator  companies  which 
d  farmers  operate.  Mr.  Woods,  of  Iowa,  is  from  the  center  of 
sm,  and  knows  the  conditions  under  which  they  operate  out  there. 
it  we  have  them  in  a  very  large  part  of  the  country. 
Then  and;her  thing  is  tnat  we  have  this  country  divided  up  into 
unships,  very  largely,  or  precincts,  or  similar  communities,  and 
3  township  officers  are  reasonably  intelligent  people,  I  think.  I 
ow,  for  instance,  that  a  brother  of  mine  never  did  anything  else 
t  farm  work  practically;  yet  before  he  actively  took  up  farming 

took  a  course  in  bookkeeping  at  a  local  business  college;  and  I 
ink  he  makes  a  successful  town  clerk  or  treasurer;  and  similarly 
;hink  if  he  can  operate  a  farm  worth  $50,000  and  do  it  successfully, 
.  that  shows  that  he  is  a  man  of  considerable  capacity  and  compe- 
icy — and  he  is  merely  one  of  a  type,  because  I  know  of  thousands 

others  like  him. 

Our  township  officers,  our  county  officers,  out  school-district 
iecrs — ^you  take  a  clerk  of  a  school  board,  and  he  handles  as  much 
oney  as  would  come  in  in  the  annual  interest  payments  in  a  small 
oiking  institution  of  this  sort.    He  handles  that  amount  of  money 

a  year. 

Then  our  drainage  districts,  irrigation  districts,  and  road  districts 
•e  operated  by  competent  men.  Further  than  that,  every  community 
18  its  churches.  In  Europe,  to  be  sure,  there  is  only  one  church 
enerally  in  a  community;  but  here  we  are  so  prolific  in  manage- 
lent  and  directing  power  and  individuality,  that  we  want  half  a 
ozen  churches  in  a  community;  we  want  half  a  dozen  sets  of 
Beers. 

Instead  of  being  less  able,  we  are  better  equipped  than  they  are 
ver  in  Europe  from  that  standpoint. 
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I  personally  met  a  number  of  the  priests  in  Europe,  whom  I  h 
already  referred  to,  and  the  local  priest  is  frequently,  in  Europe, 
officer  of  a  local  institution  of  some  kind.  We  have  preachen 
this  country  who  might  be  used. 

Then  there  are  the  farmers'  clubs  of  all  sorts,  which  are  not  < 
nected  with  the  grange  or  the  society  of  equity  of  those  other  societ 
they  are  just  farmers'  clubs.  There  are  scads  of  them  in  the  coun 
You  hear  of  them  all  the  time. 

Mr.  Seldomridge.  To  what  extent  have  the  secret  orders  been 
tended  in  the  country? 

Mr.  Coulter.  I  was  just  going  to  mention  them.  In  my  partici 
part  of  the  country  if  you  are  not  a  Woodman,  you  are  not  in 
all  the  dances  and  everything  of  that  sort  are  conducted  undar 
Woodmen  or  the  Workmen. 

Mr.  Weaver.  That  is  not  a  farmers'  organization. 

Mr.  Coulter.  No  ;  but  farmers  belong  in  large  numbers. 

Mr.  Weaver.  It  is  net  so  in  Oklahoma;  they  are  not  all  fanr 
there. 

Mr.  Coulter.  Yes;  but  the  farmers  are  in  them. 

Mr.  Weaver.  Of  course  there  is  no  prohibition  against  the  fara 
joining  any  of  them. 

Mr.  Coulter.  The  point  I  was  making  is  that  the  farmers 
form  their  own  institutions,  and  have  their  own  schemes  and 
them  through,  and  that  they  do  not  need  outside  assistance  in  m 
matters. 

Mr.  Seldomrjdge.  Do  they  operate  the  public-school  system 
those  districts? 

Mr.  Coulter.  Yes:  there  is  the  public-school  system.  And  1 
we  have  hundreds  of  creameries  owned  and  operated  by  the  fan 
with  $10,000  capital  each.  In  Minnesota  they  each  have  al 
$10,000  capital;  in  that  State  there  are  about  700  cooperative  en 
eries;  they  are  absohitely  owned  and  managed  by  the  fanners.  1 
hire  their  butter  maker  and  send  their  butter  to  New  York  by 
loads,  and  instead  of  getting  12  or  15  cents  a  pound  for  the  bu 
as  they  used  to,  they  now  ^et  from  34  cents  to  35  cents  in  the 
York  market;  and  they  handle  it  on  such  a  close  margin  that  I  o 
wonder  how  they  can  do  it.  And  they  are  not  hiring  outsidei 
come  in  and  manage  it  for  them. 

Mr.  Woods.  Do  your  creameries  in  Minesota  have  a  limited 
bility? 

Mr.  CoT'LTEK.  Yes;  a  limited  liability;  and  I  am  in  favor  • 
limited  liability.  They  are,  I  think,  uniformly  limited-liab 
societies. 

Senator  IIollis.  They  are  corporations,  are  they  not? 

Mr.  (V)rLiT.R.  Yes;  they  are  small  corporations  organized,  1 
ever,  under  a  cooperative  law.     Instead  or  each  share  having  a 
each  member  has  a  vote,  and  instead  of  distributing  all  profits  tc 
capital  it  is  distributed  back  in  proportion  to  the  milk  supply; 
have  tlie  cooperative  features. 

Senator  Holms.  Are  you  able  to  tell  us  how  far  the  cooperai 
store  phm  is  in  eiTect  in  this  country,  among  farmers,  or  elsewh 

Mr.  Con/rKK.  Now,  the  store  has  developed  much  less  rapidly  i 
these  otlier  cooperative  plans,  because  they  started  off  back  in  gn 
days,  with  a  number  of  defective  features;  it  was  before  the  coo 
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i?e  store  had  really  succeeded  in  Europe,  too.  In  fact,  the  Roch- 
gIb  stores  had  barely  started  in  Europe  when  we  tried  it  and  made 
failure  of  the  system  in  this  country,  and  then  it  practically  died 
It,  all  except  15  or  20  scattered  stores,  like  at  Olathe,  Kans.,  or  some 
hers  of  that  kind,  where  there  will  be  a  dozen  in  a  group. 
Now,  however,  the  cooperative  stores  are  starting  up  again ;  and  I 
ive  in  my  list  in  the  office  something  over  100,  ancT possioly  125,  that 
ive  started  within  the  last  15  years.  One  of  them  has  a  $35,000 
bmt  now,  and  about  500  members;  it  is  about  7  years  old.  So  that 
My  are  starting  now,  in  a  comparatively  small  way,  in  several  parts 
fthe  country. 

Senator  Hoixis.  Is  not  the  thing  that  wrecks  those  cooperative 
ires  that  are  not  successful,  the  making  of  bad  debts  to  members? 
Hr.  CotJLTER.  Yes.  And  the  new  rule  is  absolutely  cash,  or  your 
t©  for  a  short  time,  and  the  note  when  it  gets  to  a  certain  point 
tst  be  protected  by  mortgage.  So  that  they  are  absolutely  protect- 
^  themselves  against  the  weak  principles  that  they  had  at  first. 
Senator  Hollis.  Yes;  I  understand. 

Hr.  Coulter.  I  might  go  on  and  name  the  fairs  and  the  live-stock 
lociations,  and  so  on;nbut  I  find  that  the  Senate  called  on  the 
sretary  of  Commerce  to  compile  a  list  of  farmers'  associations,  so 
r  as  it  was  available,  and  even  the  Government,  which  has  paid  no 
mention  to  the  farmers'  organizations,  practically,  in  the  past,  got 

a  list  of  over  1,000  farmers'  organizations. 
Senator  Hollis.  Will  you  mve  tne  number  of  that  document? 
lir.  Coulter.  It  is  Senate  Document  1107,  Sixty-second  Congress, 
ird  session. 

Senator  Hollis.  Will  you  give  the  title? 

lir.  Coulter.  The  title  is  Commercial  and  Agricultural  Organiza- 
US  of  the  United  States.    This  lists  the  Ldve-Stock  Breeders' 
Bociation,  and  all  that  class  of  organization. 
[  wanted  to  bring  that  point  up  only  in  order  to  refute  so  many 
ings  tiiBt  have  b^n  saia.    Farmers  are  not,  as  a  matter  of  fact, 

such  a  terribly  bad  condition  after  all,  outside  of  the  frontier 
iler  who  has  just  got  started,  the  cropper  or  tenant  class  in  the 
otliem  States,  etc. 

The  fanner  is,  however,  generally  speaking,  throughout  the 
nntry^  unfortunate  in  having  to  pay  pretty  high  rates  for  what  he 
ts.  1  know  that  from  hundreds  of  illustrations. 
Ton  would  think,  for  instance,  that  a  man  like  my  father,  who 
US  a  farm  of  1,000  acres,  and  lives  out  there  on  it  could  get  money 
dly  up  in  Minnesota;  he  has  been  on  the  same  farm  for  about  40 
mrs. 

And  yet  he  sometimes  sends  to  me  to  get  him  $1,000,  because  I  can 
st  it  2  or  3  per  cent  cheaper;  and  yet  I  have  not  got  one-hundredth 
irt  of  what  he  is  worth ;  but  his  property  is  in  lands  and  the  farm 
id  its  equipment  there,  and  he  has  got  to  go  through  all  the  process 
Emort^tgmg  it  and  tying  things  up,  and  paying  big  commissions, 
id  so  K>ith ;  and  the  farm  has  l^en  m  his  hands  almost  since  it  left 
16  Indians;  and  ^et  he  has  got  to  have  the  title  inspected,  and  pay 
le  fees,  etc.    I  cite  that  because  it  would  seem  that  he  would  be 

the  best  position  to  borrow. 

Hr.  Skith  of  Minnesota.  Yet  there  is  no  doubt  that  there  is 
enty  of  money  right  in  the  State  for  that  sort  of  business? 
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Mr.  CouiiTEB.  Yes;  there  is  no  doubt  about  that^  because  I  hap 
to  know  that  when  my  father  spoke  about  borrowing  some  rnone 
buy  a  farm  for  one  of  my  brothers  he  was  looking  around  about 
rowing  the  money,  and  I  said  to  him  how  about  so-and-so— I  na 
a  neignbor  of  ours.  He  said  "  I  do  not  know."  I  said  **  I  ui 
stood  that  he  had  sold  all  of  his  land  and  that  he  is  lending  his  m 
out."    We  went  around  there  and  found  that  you  could  get  moi 

5er  cent  cheai)er,  because  we  were  dealing  directly  with  the  inyei 
'he  big  job  is  to  get  the  inyestor  and  the  borrower  togethei 
legitimate  purposes.  I  belieye  that  is  the  biggest  problem  we 
I  think  there  are  plenty  of  investors,  and  plenty  of  funds  avai 
It  is  just  a  matter  of  getting  the  two  together  on  the  most  a< 
ta^ous  terms. 

The  question  has  come  up  and  has  been  discussed,  I  think,  as  : 
as  anything  else  before  the  committee,  as  to  the  purpose  of  the 
whether  it  should  be  absolutely  limited  in  the  law,  or  specifi* 
the  law ;  for  instance  that  the  loan  shall  be  made  only  for  a  pi 
payment  on  the  farm  or  for  improvement  and  equipment  o: 
farm,  or  for  refunding  outstanding  debt. 

I  went  through  a  number  of  European  laws  that  I  have  avai 
to  see  what  their  rules  were,  and  it  seems  to  be  the  experience,  o 
Continent  at  least,  that  the  purpose  of  the  loan  is  not  specified  i 
laws;  but  I  did  find  all  the  way  through  reference  to  the  fact 
details  or  conditions  under  which  loans  shall  be  granted  were 
scribed  by  the  institution  in  its  by-laws. 

That  is  true  in  Germany ;  it  is  true  in  Denmark  and  in  other  ( 
tries.    The  general  German  mortgage-bank  act  says  further : 

That  mortgages  on  land  whicli  does  not  yield  a  permanent  retnm  are  ex< 
as  cover  for  mortgage  bonds. 

That  is  to  say,  they  have  that  limitation.     Lands  which  an 
actually  producing  lands  are  not  available  for  loans.    So  far  as 
find,  however,  that  is  the  only  specific  limitation. 

On  the  matter  of  the  value  of  the  land  there  is  a  clause  that 
on  that  point.    It  says : 

Such  as  the  land  might  continue  to  give  an  owner  under  ordinary  husbi 

That  is  to  say,  in  deciding  upon  the  value — the  producing  cap 
of  the  land — they  say  an  income  such  as  might  be  expected  "^  m 
ordinary  husbandry  "  shall  be  the  standard. 

There  is  a  feature  of  some  of  these  various  laws  which  migi 
practical  here;  I  do  not  know  whether  it  would  or  not.  That 
say,  the  German  law,  for  instance — and,  if  I  remember  right 
law  of  Denmark  is  the  same — specifies  a  maximum  loan.  The 
must  not  exceed  three-fifths  of  the  value  of  the  land,  under  the 
man  law ;  and  that  law  continues : 

The  central  authority  of  a  Federal  State  may  permit  the  mortgage  of 
cultural  land  within  the  area  of  such  State,  or  partially  within  such  ap 
to  66  per  cent  of  its  value. 

The  Danish  law,  which  I  thought  was  the  best  one  I  f oui 
any  place  in  Europe,  and  which  I  had  translated  and  printed 
many  similar  provisions.  The  law  is  national ;  it  sets  a  level,  and 
leaves  it  to  any  Province  or  State  to  change  for  that  area  the 
which  might  apply.  The  Danish  law  on  cooperative  mortga^  1 
will  be  found  on  page  580  of  Senate  Document  214,  Agncu' 
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^operation  and  Sural  Credit  in  Europe ;  and  the  law  as  translated 
ton  has  as  an  appendix,  a  copy  of  the  application,  the  form  of  the 
Ortgage  bond,  and  the  form  of  the  mortgage  made  out  by  the 
imer,  and  in  that  mortgage  made  out  by  the  farmer  you  will  find 
at  same  proposition,  "  We  submit  herewith  to  the  by-laws  of  the 
npany  at  present  in  force."  And  the  matter  of  by-laws  of  the 
npany,  then,  are  left  to  the  local  institutions  to  prescribe  all  sorts 
things,  such  as  the  purposes  and,  as  near  as  I  can  find  now,  al- 
mgh  that  point  did  not  occur  to  me  as  strongly  then  as  it  has 
ce,  the  experience  varies  greatly.  In  some  places  there  are  limita- 
ns  and  in  some  there  are  not. 

Before  taking  up  this  subject,  I  have  been  interested  in  buying 
id  or  trying  to  buy  land  in  two  or  three  States,  and  I  have  assem- 
sd  and  find  in  my  files  many  mortgages  used  in  this  country,  and 
ind  that  it  is  a  common  thing  for  the  mortgage  to  specify  many 
ings  which,  if  you  thought  of  it  and  made  a  point  of  it,  woula 
jm  like  a  pretty  severe  restriction — that  is,  that  the  farming  must 
done  in  a  certain  way  and  the  farm  must  be  kept  up  in  a  certain 
ly,  otherwise  the  mortgage  could  be  foreclosed. 
We  got  through  the  Minnesota  Legislature  a  few  years  ago  a  new 
w  providing  for  the  sale  of  school  land ;  and  in  the  law  they  required 
at  the  purchaser  must  either  fence  25  per  cent  of  the  land  or  pas- 
re  it — convert  it  into  pasture,  etc. — or  he  must  cultivate  at  feast 
acres  on  each  tract,  or  he  must  build  him  home  on  it  and  actually 
side  upon  it,  or  the  land  reverts  to  the  school  fund  again.  In  other 
ords,  they  refuse  to  sell  unless  the  purchasers  are  actually  going  to 
come  farmers  and  settle  upon  the  land. 

I  also  find  as  extreme  a  case  as  this,  which  probably  is  not  ex- 
eme,  because  it  is  the  form  of  instrument  used  by  the  largest  loan 
jency  on  farm  mortgages  in  two  or  three  counties,  John  Burkholz, 
Grand  Forks,  N.  Dak.    He  makes  a  very  strict  provision — 

rhat  he  (the  party  of  the  second  part)  will  properly  sow  and  plant  during 
di  and  every  year  of  the  continuance  of  this  contract  as  much  of  said  land 
can  be  profitably  sowed  and  planted,  and  will  have  in  crop  during  the  year 
t  less  than  160  acres  of  wheat — 

And  so  on.  It  goes  on  down  and  tells  how  the  buildings  shall  be 
kept  up  and  the  farm  shall  be  worked,  and  the  farmer  must  "  in 
.  respects  farm  and  cultivate  said  premises  in  a  careful  and  hus- 
ndlike  manner."  Failure  to  do  these  things  results  in  foreclosure. 
Mr.  Platt.  Do  you  know  of  any  case  of  toreclosure  having  taken 
ice  under  such  restrictions? 

Mr.  Coulter.  Yes.  In  fact,  I  made  a  little  study  of  that.  I  was 
berested  in  loans  made  in  the  neighborhood  with  which  I  was 
st  acquainted,  where  I  lived,  and  I  warned  one  company  against 
iking  a  loan  to  a  certain  farmer,  and  said  that  he  was  a  slovenly 
nner  and  I  doubted  whether  it  would  be  a  gjood  loan ;  and  I  gave 
evidence  of  that  that  we  had  thrashed  for  him  two  or  three  years 
fore  and  had  not  been  able  to  collect  from  him  for  that  thrashing. 
it  tihe  company  went  ahead  and  loaned  the  money  to  him,  and 
ihin  two  years  they  foreclosed  the  mortgage;  and  I  thought  that 
By  did  it  deliberately  in  order  to  get  his  property.  I  remember 
at  people  around  there  said  that  it  was  very  bad  property,  because 
d  manure  was  piled  up  15  or  20  feet  around  the  back  of  the  stable 
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and  the  weeds  grew  16  or  20  feet  high.    But  in  taUdng  with ) 
manager  of  that  company  I  reminded  him  of  what  the  md  & 
said  when  he  advised  the  nian  to  ffo  oat  into  the  ooontiy.   YoaL 
we  are  not  much  f  mrther  ahead  than  they  were  in  those  days  in  I 
respect. 
The  old  Boman  said: 

Go  ap  and  down  the  country  roads;  go  np  and  down  erery  coantryiMe \ 
fore  yon  decide  on  a  farm  to  bny;.and  tben  pick  ont  the  farm  wisnf 
.weeds  are  highest  and  the  mannre  piles  are  blggeat  aronnd  the  atablei;  f 
*  that  farmer  has  not  exhausted  his  farm ;  he  has  not  even  used  the  ita 
that  are  moat  eaaily  aTailable»  and  probably  he  wOl  need  to  aell  hit  Hub  i 
than  other  farmera,  and  for  that  reaaon  will  probably  sdl  cheaper;  ud] 
will  get  the  beat  farm  at  the  best  price. 

Now,  I  think  this  loan  agency  made  the  loan  in  that  case  fv 
purpose.    But  I  do  know  of  other  cases  in  that  countryside  wl 
a  few  foreclosures  have  taken  place. 

Mr.  Platt.  These  foreclosures  were  made  before  the  moi 
fell  due,  were  thw  ? 

Mr.  Com/TEB.  Yes;  on  account  of  failure  to  keep  up  all  the 
qnirements. 

Mr,  Platt.  Yes. 

Mr.  CotnuTER.  And  I  felt  that  it  was  done  because  the  com] 
wanted  to  get  the  property,  and  they  had  good  reasons;  the 
had  not  lived  up  to  the  contract 

Mr.  Plait.  Will  the  courts  enforce  a  contract  of  that  kind  bei 
amortfl»igeisdue? 

Mr.  Coulter.  I  think  so. 

Mr.  Weaver.  You  will  find  a  great  many  cases  in  the  law  repoiUi 
where  the  courts  have  refused  to  enforce  that  kind  of  contract. 

Mr.  Platt.  Yes;  I  think  so. 

Senator  Hollis.  That  kind  of  contract  will  not  be  enforced  unless 
it  provides  with  great  particularity  that,  in  case  of  default  in  tsj 
of  these  conditions,  it  shall  be  foreclosed! 

Mr.  Coulter.  Well,  these  contracts  were  all  carefully  worded  and 
put  on  record. 

Senator  Hollis.  That  is  as  far  as  my  observation  goes.  I  will 
not  say  that  that  is  absolutely  the  case. 

Mr.  Weaver.  You  will  generally  find  that  the  men  in  those  cases 
are  also  in  default  on  the  interest,  or  fail  to  pay  up  the  interest 
or  something  of  that  kind. 

Senator  Mollis.  Yes. 

Mr.  Coulter.  Yes;  I  believe  that  is  the  case. 

What  I  have  in  mind  by  ^ving  these  few  illustrations  is  this: 
I  think  it  is  very  doubtful  if  there  are  many  farmers,  except  in 
certain  sections  of  the  country  where  there  are  farmers  of  con- 
siderable prominence  and  standing  and  with  considerable  pn^ 
erty,  who  would  take  offense  at  this  provision  calling  for  special 

Eurposes  for  which  the  loans  should  be  made,  etc.  I  should  yidd, 
owever,  on  that,  to  Mr.  Quick,  whose  ludgment  you  have.  Bfe 
has  i)robably  observed  more  keenly  on  tnat  particular  point,  and 
I  think  he  would  go  much  fartner  than  I  would,  because  te 
thinks  that  the  institution  loaning  money  should  render  a  veij 
specific  service  in  the  way  of  speci^^ing  many  things  to  the  farma* 
which  could  be  done  to  advantage,  and  probably  going  into  all  of  the 
details  of  the  farmers'  plans  beiore  actually  making  the  loan,  proh- 
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Lsing  with  the  farther  and  pointing  out  what  he  should  do 
t  he  should  not  do.  I  do  not  really  know  whether  that 
cable  or  not.  I  have  thought  of  the.  necessity  being 
or  a  financial  institution  which  would  do  only  the  things 
ich  an  institution  would  do  as  such,  and  not  go  into  the 
:  running  the  farm  as  a  farm  business. 
iATT.  None  of  these  illustrations  that  you  speak  of  in  mort- 
eady  made  specify  what  disposition  shall  be  made  of  the 
aned  on  the  mortgage,  but  simply  that  the  farm  should  be 

mLTER.  Yes. 

.ATT.  But  they  do  not  anyone  of  them  attempt  to  say  what 

ers  should  do  with  the  money? 

HTLTER.   No. 

.ATT.  Do  you  think  that  is  practicable? 

^iTLTER.  I  would  personally  prefer  to  see  it  left  to  the  regu- 

the  institutions  themselves,  out  I  do  not  think  it  is  a  hard- 

ly  down  certain  general  rules.    Personally  I  think  the  local 

ns  would  look  after  that  on  their  own  account,  and  I  have 

?ht  that  it  was  extremely  important  to  put  it  in  here. 

are  two  or  three  other  points  on  which  I  want  to  say  just 

mmission  has  recommended  that  these  institutions  be  lim- 
gricultural  loans  and  not  be  allowed  to  handle  city  loans. 
they  will  not  handle  them  on  the  same  basis,  and  I  have 
lere  which  I  would  like  to  read,  and  I  think  there  will  be 
;ion  on  the  part  of  either  the  sender  or  the  receiver  as  to 
:  given  as  a  sample  of  their  judgment  on  the  subject.  It 
^Ir.  J.  R.  Cahill,  who  is  an  English  student  of  this  subject, 
rested  in  the  subject  very  greatly.  He  was  sent  by  the 
Government  to  travel  and  study  for  a  year  or  so  on  the 
t  of  Europe,  to  give  his  judgment. 
EAVER.  His  report  is  a  Senate  document  ? 
)iiLTER.  Yes;  he  is  the  author  of  this  Cahill  report,  Senate 
t  17,  Sixty-third  Congress,  first  session.  He  wrote  this 
Mr.  Gill,  of  either  Vermont  or  New  Hampshire,  and  Mr. 
led  it  to  me.    He  says : 

oiir  query  respecting  the  relative  merits  of  joint-stock  mortgage 
mortgage  credit  associations  of  the  landschaft  type,  I  myself  con- 
tlie  merits  of  the  lattor  far  outweigh  those  of  the  former  as  far  as 
il  mortgage  or  long-term  credit  Is  concerned.  Let  me  give  a  few  of 
3 :  In  the  first  place  the  credit  of  the  landschaft  tends  to  be  qheaper. 

ed  to  explain  this  as  I  went  along. 

;  true,  so  far  as  the  landschaft  itself  is  concerned,  but  at  the 
e  you  must  remember  that  the  landschaft  does  not  do  all 
iding  business;  that  is  to  say,  it  just  carries  the  business  up 
dnt  where  it  issues  the  bonds,  and  then  the  business  from 
:urned  over  to  the  landschaft  bank,  which  looks  after  the 
it  part  of  it;  and  if  you  add  together  the  cost  of  the  busi- 
tie  landschaft  and  the  landschaft  bank  it  comes  up  not  far 
same  as  the  mortgage  banks. 

'  joint-stock  mortgage  banks  are,  of  course,  commercial  undertakings 
capital  and  are  therefore  out  for  securing  as  high  profits  as  possible. 
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Thus  look  at  the  GrMit  Fonder;  as  well  as  I  recollect  it  has  paid  dU 
within  the  last  20  years  or  25  years  which  have  ranged  from  20  to  30  pe 

I  wanted  these  facts  to  be  sure  to  be  brought  in,  because  the  C 
Foncier,  according  to  the  law  of  France,  is  prohibited  from  hai? 
larger  margin  between  the  mortgage  and  bonds  than  six-tenths 
per  cent. 

The  two  German  mortgage  banks  doing  90  per  cent  of  all  the  mral  mo 
business  done  by  all  German  mortgage  Joint-stock  banks  have  paid— < 
them  an  average  of  over  9  per  cent  for  the  43  years  of  its  existence  ai 
other  has  never  paid  less  than  12  per  cent  since  1890. 

That  is  23  years. 

The  joint-stock  mortgage  banks  show  a  distinct  tendency  to  sacrifice 
mortgage  business  to  urban  mortgage  business.  I  need  only  refer  you 
Credit  Foncier;  to  the  German  joint-stock  mortgage  banks  (only  6  pe 
of  their  total  mortgage  business  is  rural),  and  if  you  take  the  German 
(Prussian  Central  Land  Credit  Joint  Stock  Co..  on  pages  36  to  38  of  i 
port,  you  will  find  its  history),  which  set  out  to  specialize  as  a  Joint-stocI 
for  rural  mortgages  and  with  special  privileges  given  it  by  the  State,  yc 
observe  (pp.  37,  38)  that  the  proportion  of  rural  to  urban  businei 
steadily  declined  since  the  year  of  its  formation  in  1873,  when  the 
mortgages  were  £2,447,000,  the  urban  £585,000,  down  to  1911,  when  the 
were  £12,806,000  and  the  urban  £28,138,000. 

Which  shows  that  although  they  still  do  some  rural  business 
the  urban  business  has  gone  forward  by  leaps  and  bounds,  bei 
times  what  it  was  at  the  earlier  stage,  while  the  rural  busin 
only  6  times. 

He  refers  to  the  Belgian  joint-stock  mortgage  banks: 

To  the  Belgian  Joint-stock  mortgage  banks  (there  are  four  of  thei 
the  percentage  of  the  rural  mortgage  loans  is  practically  negligable) ; 
Dutch  (that  is,  Holland)  Joint-stock  mortgage  banks  (there  are  over  7 
I  was  told  this  summer  by  several  persons  with  special  knowledge  of  tl 
Ject,  that  extremely  little  business  is  done  by  them)  ;  to  the  Swiss  mo 
banks,  and  so  on. 

The  different  witnesses  who  have  appeared  before  you  ha^ 
referred  to  the  one  German  bank  as  being  the  model,  assuming 
the  commission  had  only  seen  one  bank.  As  a  matter  of  fac 
Danish  banks  and  the  Dutch  banks  and  the  Belgian  banks 
Swiss  banks  are  equally  good  and,  I  think,  better  illustra 
because  they  do  more  business  with  the  farmers  than  the  Ge 
banks,  which  do  not  pretend  to  do  practically  anything;  <m 
per  cent  of  all  of  their  business  is  with  the  farmers,  and  the 
pend  on  the  Landschaft,  the  savings  banks,  etc.,  very  largely 
the  business  with  the  farmers.  I  think  in  this  country  we 
these  institutions  for  farm-mortgage  business,  and  we  oug 
specify  in  any  law  enacted  that  they  should  be  limited  to  fami 
mortgage  business. 

I  shall  ask  to  have  the  rest  of  the  letter  copied  in  the  recoi 
think  it  is  worth  while. 

Senator  Hollis.  That  may  be  done. 

(The  portion  of  the  letter  referred  to  is  as  follows:) 

The  reasons  for  this  preference  are  not  far  to  seek.  The  organint 
commercial  Joint-stock  banks  is  not  capable  of  sufficient  decentralizatic) 
sistent  with  adequate  returns  upon  the  outlay  incurred,  by  means  of 
tenance  of  local  representatives  or  offices  for  such  business.  A  coon 
mortgage  bank  operating,  for  instance,  over  Illinois,  and  with  its  htM 
at  Chicago,  makes  4,(X)0  loans  over  this  area  on  4,000  separate  farma 
is  it  going  to  exercise  regular  supervision,  as  it  must,  unless  it  wants  tc 
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er  these  4,000  perhaps  isolated  properties,  very  many  of  them 
many  miles  from  nrban  centers?  All  this  supervision  must,  re- 
paid for.  Well,  I  imagine  this  proposition  becomes  so  dlfflcolt  in 
t  such  banks  quiclEly  recognize  that  they  must  confine  their  loans 
Than  properties — to  rural  properties  close  to  centers  where  their 
ess  is  important  enough  to  justify  the  upkeep  of  an  office  or  to 
J  on  large  rural  properties.  Not  only  the  expense  of  supervision, 
)en8e  of  valuation,  or  realization  in  case  of  default,  etc.,  would 
se  permit  of  profitable  transactions 

such  banks  tend  to  be  permeated  with  the  urban  atmosphere,  to 
by  men  who  have  been  town  bred  and  who  do  not  understand  or 
he  conditions  of  the  agricultural  industry  or  of  agricultural  prop- 
ally.  When  proposals  for  rural  mortgages  are  made  they  arie  in- 
k  askance  at  them,  and  should  they  be  taken  into  consideration  they 
ti  the  main  on  other  people's  Judgment  and  valuations.  Another 
'om  the  commercial  bank  point  of  view,  in  addition  to  difficulty  of 
difficulty  of  realization  in  case  of  default,  and  the  initial  difficulty 
1,  is  the  relative  inferiority  of  regular  returns  from  agricultural 
Ich  depresses  the  rate  of  interest  it  can  count  upon  and  will  receive 
of  course.  A  further  point  is  also  worthy  of  recollection.  In  the 
joint-stock  mortgage  bank  there  is  inevitably  an  antagonism  of 
letween  mortgagor  and  mortgagee  which  is  not  present  in  the  case 
Ischaft,  when,  all  borrowers  being  mutually  concerned  in  the  Sta- 
nley, and  inexpensive  government  of  their  association,  there  is  a 
ijuiiity  interest. 

erefore,  for  these  and  other  reasons  I  consider  that  the  ordinary 
iro fit-seeking  mortgage  bank  is  not  capable  of  being  permanently 
to  farmers  (although  their  utility  to  urban  property  owners  is  far 
jestioned),  there  is  much  to  be  said  for  the  establishment  of  Joint- 
a)?e  institutions  which  would  limit  their  dividends  to  a  moderate 
ir)ital  (say,  5  per  cent)  and  whose  organization  would  permit  of 
tion  and  the  adequate  representation  of  landowners  in  its  councils. 
hat  in  many  parts  of  the  States  the  time  is  ripe  for  bringing  into 
iations  of  the  Landschaft  type,  and  such  nonprofit-seeking  joint- 
iiies  might  prepare  the  ground,  and  transformation  might  afterwards 
nore  easily  and  perfectly  in  due  course.  We  have  recently  seen  in 
it  examples  of  such  institutions  being  formed,  though  perhaps  no 
such  later  transformation  exists. 

special  advantage  of  Landschaften — ^many  of  their  merits  I  have 
icated  by  implication — ^they  provide  cheap  and  efficient  administra- 
ition,  and  therefore  efficient  agents  for  valuation  and  supervision; 
every  landowner  within  their  particular  areas  credit  to  that  amount 
is  property,  after  valuation  mainly  or  entirely  by  landowners,  offers 
iccordance  with  their  regulations  at  reasonable  interest,  not  subject 
lile  necessarily  reducible  by  regular  installments  or  payable  in  full 
tice  or  by  sending  in  bonds  of  value  equivalent  to  the  debt.  They 
mall  as  well  as  large  landowners;  they  benefit  their  members  by 
n  acquainted  in  a  minute  way  with  their  own  and  their  neighbors* 
I,  last  but  certainly  not  least,  by  treating  them  to  regular  reduction 
:al  indebtedness  incurred  and  by  familiarizing  them  generally  with 
king  and  business  practices,  and  bind  landowners  large  and  small 
knitted  self-help  associations  of  responsibility  and  power. 

I  just  one  other  point,  and  that  is  that  Mr.  Cahill's  report 
3le  to  the  local  banks,  because  he  thinks  that  they  result  in 
ilationship  among  the  people  interested  and  that  they  do 
each  other  more  or  less;  at  least,  each  knows  what  the 
)ing,  and  it  is  safer  in  that  way.  It  is  not  any  cheaper  if 
ne  it  with  the  Landschaft  bank,  which  does  the  other  part 
iness.  I  mav  say  that  my  idea  here  is  that  a  cooperative 
some  sort  chartered  by.  the  Federal  Government,  with 
1  capital  and  handling  the  whole  mortgage  business,  is  just 
tion  of  the  Landschaft  and  the  Landschaft  bank.  You 
operative  and  let  it  do  business  only  with  its  members ;  it 
dentical  then,  and  it  would  be  an  iLm^exie^tXi  \xv^t\^*Ni^^^^    ^^ 


Digitized  by 


Google 


854  BUBAL  CBEDIT8. 

something  we  are  easily  accustomed  to  and  at  the  same  time  cwy 
the  principles  known  all  over  the  world. 

I  wanted  to  refer  just  a  moment  to*  the  Wisconsin  banking  la^ 
Before  going  on  the  United  States  commission  I  made  a  study  ft* 
the  Wisconsin  farmers,  and  reported  at  the  farmers'  conference  over 
a  year  ago,  and  at  that  time  recommended  that  steps  be  taken  to 
form  land  mortgage  associations  under  State  laws,  and  also  crefi 
unions  or  cooperative  credit  associations  under  State  laws.  I  4 
not  know  that  my  recommendation  had  anything  to  do  with  the  &c 
that  two  laws  were  passed  at  the  next  session  of  the  Legislature  c 
Wisconsin,  because  the  farmers  of  that  State  had  been  studying 
for  years,  many  of  them  being  recently  from  Europe  and  acquaint! 
with  European  experiences  and  practices.  The  Wisconsin  land  mor 
gage  association  law  brings  in  two  or  three  variations  from  wh; 
the  commission  has  suggested  as  a  Federal  law,  but  only  two  ( 
three.  It  provides  for  $10,000  institutions,  but  these  institutioi 
must  leave  the  mortgages  with  the  proper  State  officials  befo 
issuing  the  bonds  and  selling  them.  They  are  allowed  to  issue  bon< 
amounting  to  20  times  the  capital,  while  our  suggestion  here  is  1 
I  believe  that  to  be  safer,  and  the  tendency  of  the  European  insi 
tutions  is  downward,  and  some  of  them  are  even  only  10  times,  wb 
large  deposits  are  taken.  It  is  barely  possible  tnat  in  an  inc 
Addual  State,  under  close  State  supervision,  and  where  the  moi 
gages  are  actually  turned  over  to  the  State  to  hold,  that  it  is  pn 
ticable  to  issue  bonds  20  times  the  amount  of  the  capital  stock, 
think  it  would  be  somewhat  doubtful  as  to  a  national  act.  In  t 
first  place,  the  country  is  so  large  that  you  can  not  provide  anythi 
like  uringing  mortgages  from  California  or  Texas  up  here  i 
deposit  in  any  bureau  that  might  be  established,  and  it  is  imp 
sible  to  carry  out  the  same  scheme  in  any  large  nation. 

Second,  the  Wisconsin  act  allows  such  loans  as  shall  not  exceed 
per  cent  of  the  value  of  such  real  estate  so  conveyed  if  the  same 
improved. 

Mr.  Cunningham,  from  Ohio,  thought  that  50  per  cent  was  t 
low  for  his  State,  and  I  think  North  Central  States,  probably,  whe 
land  values  have  probably  become  more  stable  and  more  establidM 
that  that  might  be  a  reasonable  provision ;  but  if  you  are  legislatii 
for  the  whole  country  and  have  in  mind  the  uncertainties  of  n 
areas  in  the  country,  I  doubt  the  desirability  of  allowing  anv  la 
to  be  more  than  50  per  cent  of  the  appraised  value  of  a  proaucti 
property  and  40  per  cent  in  case  of  nonproductive,  which  is  simfl 
to  the  Wisconsin  law  in  that  particular  respect. 

The  Wisconsin  law  provides,  if  I  remember  rightly,  that  no  la 
shall  exceed  15  per  cent  of  the  paid-up  capital.  In  other  wort 
$1,500  in  the  case  of  a  small  bank.  The  commission  suggested  20  p 
cent,  and  that  is  purely  an  arbitrary  proposition,  it  seems  to  me. 
do  think,  however,  that  the  discussion  which  has  been  brought  0 
established,  at  least  in  my  mind,  the  belief  that  it  would  be  wise 
limit  the  maximum  loan  to  any  one  individual;  but  I  would  lii 
it,  I  think,  in  a  little  different  way.  I  would  not  absolutely  oonq 
land-mortgage  banks  in  any  State  to  join  a  system  or  ferrate. 
would  make  it  optional  with  them,  and  then  I  would  permit  any  c 
institution  or  member  of  the  same  federation  or  central  instituti 
to  Joan  not  more  than  $10,000  to  any  one  farmer,  and  I  think  $10J 
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be  a  sood  maximum.    So  that  if  any  fai-mer  had  two  or  three 
^  and  there  were  two  or  three  competing  institutions  in  the  same 

7*^-^Wi^l  area,  it  seems  to  me  it  would  be  reasonable  for  him  to  bor- 
-*r  2trt  from  two  different  institutions  on  two  different  pieces  of  prop- 
'  /'^^tjr  in  the  same  State.  I  have  in  mind  in  that  connection  the  Rus- 
-4 .  *^  experience — and  we  have  many  Russians  in  this  country — and 
^•^e  may  consider  it  for  that  reason  rather  than  because  of  expe- 
^  ^ence  across  the  water,  if  we  are  afraid  of  foreign  precedent,  but 
s  tJie  Russian  law  prohibits  competing  in  a  way.  I  t^ink  the  difficulty 
.    in  competing  banks  is  overdoing. 

The  Russian  law  prohibits  the  competing  of  joint  stock  banks,  or 
imort^ge  banks,  in  this:  It  provides  that  if  a  loan  has  been  negoti- 
ated oy  one  institution  no  other  institutions  in  less,  if  I  remember 
sightly,  than  5  years  may  reappraise  the  property  and  take  over  the 
loan  outstanding  on  a  higher  appraised  valuation.  That  would 
make  it  impossible  for  institutions  tiiat  had  gotten  good  connections 
in  competition  with  each  other  overappraising  and  building  up  of 
values  in  a  community  in  cu-der  to  get  loans  in  order  to  sell  them  out 
to  outside  districts. 

Mr.  Moss.  Is  that  condition  not  precisely  reached  in  the  provi- 
Bon  of  this  bill  that  a  loan  can  not  be  paid  off  without  the  consent 
'".    of  the  bank? 

Mr.  CouLTEB.  I  was  just  coming  to  that.    That  was  put  in  there 
with  malice  aforethought,  as  some  have  suggested  that  he  ought  to 
l_     be  allowed  to  pay  it  off  at  any  time,  and  I  was  going  to  suggest  that 
r     if  jou  change  such  a  provision  as  that,  in  case  such  institutions  are 
L   iKoyided  for  at  all,  that  there  should  be  a  prohibition  of  a  complete 
I    leappraisal  and  constant  reappraising  and  changing  of  values  in 
::     order  to  refund  and  take  out  an  increased  loan  on  a  basis  which 
"    Would  be  improper.    I  think  the  Russian  law  is  very  specific  and 
i9,jB  that  reappraisal  can  only  be  had  in  case  it  is  established  to  the 
ministry  that  the  farm  has  oeen  completely  changed  in  the  mean- 
time, such  as  better  equipped,  or  a  railroad  has  passed  by  it,  or  new 
sets  of  buildings  or  drainage  facilities  established,  or  some  good 
reason  why  is  should  be  reappraised  and  a  new  loan  granted  m  a 
shorter  period  than  five  years  m  order  to  make  possible  a  continua- 
tion of  uie  enterprise  on  the  plan  outlined. 

There  is  one  other  point  I  wanted  to  mention:  In  studying  over 
the  recommendations  of  the  commission  under  "  Specific  powers "  I 
am  fearful  that  the  suggestion  there  concerning  refunding  in  case 
interest  rates  go  down  is  not  clear.  I  have  been  trying  to  figure  out 
how  a  farmer  would  actually  pay  off  his  loan  at  the  end  of  five 
years  in  case  interest  rates  had  gone  down  and  it  was  going  to  be 
practicable  for  him  to  change  onto  a  new  basis,  and  I  think  that  that 
section  is  fundamental,  if  you  are  going  to  provide  for  all  institu- 
tions, because  if  an  institution,  for  instance,  started,  let  us  say,  in 
the  northern  part  of  Minnesota,  possibly  the  first  series  of  bonds  or 
the  first  two  or  three  series  would  have  to  be,  we  will  say,  at  6  per 
oaat  actual  interest  on  the  bond  itself,  aside  from  the  amortization 
feature  and  carrying  charges,  because  the  country  has  not  estab- 
lished itself  and  it  is  not  well  known,  but  in  five  years  these  bonds 
getting  out  and  being  understood  and  the  investing  public  becoming 
accustomed  to  them,  I  see  no  reason  why  such  a  district  should  not 
get  its  money  at  5J  or  5  per  cent,  as  compared  with  the  present  con- 
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ditions,  depending,  of  course,  on  what  the  general  moveme^ 
money  was.  How  would  the  farmers  pa^  off  their  dd  debt  ul-^ 
fund  on  a  5|  per  cent  basis?  I  am  inclined  to  think  that  the 
vision  we  have  would  not  make  it  possible  for  them  to  actually 
complish  that  purpose.  He  would  probably  have  to  ffo.elaefri 
and  Dorrow  some  money  to  buy  some  bonds  and  pay  on  his  old  i 
before  he  could  negotiate  the  new  one  on  the  new  basis  with 
first  mortg:a^e,  because  the  bank  already  had  his  first  mortgi 
unless  specific  provision  was  made  to  make  clearer  than  I  belieV) 
is,  that  the  same  institution,  after  five  years,  if  its  bonds  were  tl 
being  placed  upon  the  market  at  a  lower  rate  of  inf;erest  than  dm 
the  earlier  periods,  could  refund  on  its  own  account  for  any  Un 
could  call  in  the  outstanding  bonds,  the  earlier  6  per    cent  serie 

Ear,  and  issue  new  bonds  m  their  place,  and  change  the  loan 
elieve  that  there  is  a  weak  spot  there. 

The  only  other  point  that  I  care  to  speak  on  at  all  is  the  mi 
of  appraisement.  Appraisal  at  best  is  a  very  uncertain  th 
Assessed  value  would  oe  absolutely  fatal  as  a  basis  for  loans,  bee 
in  this  countrjr  every  State  and  county  and  community  has  its 
assessment  basis,  and  in  some  places  it  is  10  per  cent  of  the  com 
exchange  value,  and  in  some  places  it  is  100  per  cent;  it  is  aL 
everything.  Appraised  value  in  this  country  is  almost  impos 
to  place  on  the  actual  earning  capacity  of  the  property,  because 
farmers  do  not  keep  books,  and  you  would  immediately  weed  o\ 
per  cent  of  the  business  of  these  institutions  if  you  put  it  on 
such  book  account^  because  they  could  not  furnish  it,  and  they  w 
just  go  on  in  their  present  channels  and  do  their  business  as 
are  doing  it  now,  because  they  could  not  furnish  the  other. 

About  the  only  basis  we  have  is  exchange  value,  what  proj 
buys  and  sells  for,  and  that  can  sometimes  be  misleading.     For 
reason  I  am  inclined  to  recommend  some  sort  of  a  provision  like 
That  no  institution  shall  issue  a  series  of  bonds  less  than  $10,00( 
some  specified  amount),  and  at  the  time  of  issuing  the  same  shall 
for  an  appraiser  or  inspector  from  the  bureau,  if  one  is  create 
an  agent  provided  for  by  the  Department  of  Agriculture,  or  j 
similar  officer,  who  shall  personally  visit  the  area  where  the  loam 
made  and  give  his  judgment  as  to  the  value  of  the  appraisen 
which  have  been  made,  and  if  in  his  judgment  the  appraisals 
been  too  high,  let  the  institution  be  prohibited  from  issuing 
series  of  bonds,  unless  such  additional  collateral  as  may  be  preset 
is  added,  or  until  such  time  as  certain  of  the  mortgages  nave 
paid  off  or  reduced  to  a  point  where  they  come  within  the  I 
prescribed. 

I  think  that  the  effect  of  that  would  be,  first,  to  absolutely  i 
sure  that  no  local  appraisers  or  officers  would  overappraise,  bee 
they  would  be  wanting  to  issue  their  bonds,  and  would  be  afraid 
they  would  overdo  it ;  and  the  appraisals  would  be  more  consenr 
and  the  loans  safer,  and  it  would  be  a  great  protection  to  the  invi 
and  would  result  in  cheaper  money  to  the  borrower.  I  am  inclin 
think  that  the  National  Government  might  go  so  far  in  its  asaial 
there  as  to  provide  such  appraisers  or  inspectors  at  Govcm 
expense,  except  traveling  and  the  actual  expenses  of  the  appra 
that  is,  pay  tneir  salaries,  provide  them  as  a  part  of  the  Govern 
force  01  employees,  and  let  the  local  institution  pay  the  cost  o: 

Digitized  by  VjOOQIC 


VOMLL  0BEDII8.  857 

^ate  inspection.  However,  this  is  just  thrown  out  as  a  sugges- 
I  believe  that  a  very  thorough  appraisal  or  conservative  guard  is 
^^ary  there.  I  know,  for  instance,  in  my  home  county  there  has 
a  decrease  of  500  farms  in  10  years.  That  is  in  Minnesota, 
^ot  in  a  part  of  the  country  where  we  too  frequently  hear  about 
^d  farms.  I  think  that  careful  appraisal  is  necessary  in  many 
I  cases.  I  know  of  some  farms  that  were  oversold  even  in  that  well- 
led  district.  I  believe  that  this  covers  all  points  which  I  wished 
ly  before  you. 

mator  Hollis.  We  thank  you  very  much. 

T.  BxTLKLET.  May  I  ask  one  question  there  before  Mr.  Bathrick 
ns?  Mr.  Bathrick  was  not  here  when  you  began.  Would  you 
1  repeating  for  his  benefit  the  statement  you  made  that  the 
lers  do  not  want  any  Government  help? 

r.  Coulter.  Yes ;  I  was  saying  that  I  do  not  believe  the  farmers 
ted  the  National  Government  to  make  direct  loans  (if  you  really 
ulted  the  minds  of  the  farmers)  as  such — ^that  is,  the  great  mass 
irmers,  who  would  be  the  patrons  of  any  institution  created.  So 
IS  I  have  been  able  to  ascertain  the  only  demand  for  such  Govern- 
fc  loans  comes  from  a  few  leaders  in  farmers'  organizations,  and 
ir  as  I  can  ascertain  from  consulting  with  those  leaders,  they  are 
specialists  in  this  subject  of  rural  credits,  either.  They  believe 
that  would  be  a  thing  which  would  appeal  to  the  farmers.  I 
\  tried  for  over  a  year,  I  think,  since  my  early  correspondence 
you,  Mr.  Bathrick,  last  February  or  March,  to  get  some  idea  of 
farmers'  sentiment  on  that  point.  I  have  heard  so  many  of  them 
ess  themselves  either  orally  or  otherwise  (I  think  I  have  been  at 
r  75  farmers'  meetings  since  I  returned  from  Europe)  that  it 
d  get  into  politics,  that  a  man  would  get  a  loan,  and  some  one 
would  try  to  get  a  loan,  and  if  there  was  some  complication  in 
I  they  would  have  to  do  would  be  to  write  to  their  Congressman 
>  to  somebody,  who  would  go  to  somebody  else,  and  that  somebody 
would  go  to  somebody  else  and  put  in  the  necessary  good  word  any- 
They  did  not  know  how  it  would  be  done,  but  farmers,  par- 
arly  tnose  who  are  not  now  large  borrowers,  expressed  them- 
es tnat  way. 

r.  Bathrick.  In  other  words,  the  farmers  who  do  not  borrow  the 
ey  do  not  want  Government  loans? 

r.  Coulter.  They  said  that  would  be  a  dangerous  thing — to  get 
Government  in  it — and,  besides,  that  what  was  needed  was  an 
tution  which  would  make  it  possible  to  get  the  investor  and  the 
ower  together  and  not  to  get  tne  Government  into  it. 
r.  Bathrick.  Have  you  consulted  any  man  who  was  paying  10 
i  per  cent  interest  on  mortgages  on  the  matter? 
r.  Coulter.  Yes;  I  have  a  number  of  letters,  and  I  have  also 
iulted  a  number  personally.  I  come  from  a  corner  in  Minne- 
— way  up  in  the  northwestern  corner  (Polk  County),  almost  the 
county  m  the  comer — where  there  has  been  a  decrease  in  the 
iber  of  farms  in  the  last  10  years,  in  some  cases  because  of  the 
fUity  to  make  both  ends  meet,  in  parts  of  the  county  where  mort- 
ing  is  pretty  extensive,  and  I  took  occasion  to  ^o  out  in  that  see- 
where  I  knew  all  the  farmers  pretty  well — within  the  last  few 
ihs— and  to  a  number  of  the  farmers  I  said,  "  Is  it  Government 
8  you  want,  or  a  chance  to  get  in  touch  with  the  investor?"  and 
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Acnr  said,  ^  What  I  want  is  a  more  reasonable  method  of 

and  that  is  about  alL"    A  more  reasonable  method  of  bonowiog 
what  thejr  want. 

Mr.  Woods*  Dr.  Coulter,  as  I  understand  you,  you  fed  thit 
people  who  have  been  here  assuming  to  speak  for  the  ftrmen 
not  been  in  touch  with  the  farmers  as  to  their  actual  wants  to 
extent  that  you  have! 

Mr.  Coulter.  Well,  I  do  not  know  of  anyone  who  has 
here  who  has  asked  for  Government  loans,  but  <me,  and  he  u  a  pi»j 
fessor  of  animal  husbandry,  and  I  know  he  has  not  been  woikiiigfli 
this  subject,  and  I  do  not  think  he  is  an  authcnrity  on  it  at  all 

Mr.  Woods.  To  whom  do  you  refert 

Mr.  Coulter.  That  is  Mr.  Atkeson.   I  think  he  is  the  only  ooe 
has  expressed  himself  in  any  such  way.   Mr.  Alexander  is  about  M 
only  other  one  who  hinted  at  any  such  thing. 

Mr.  Platt.  Mr.  Doakdid,  I  tnink,  the  farmer  who  came  here  torn 
Virginia.   He  asked  for  direct  (jovemment  loan&  did  he  not! 

Mr.  Coulter.  I  did  not  so  understand  him.   I  should  1^  to  hm 
the  record  stand  on  that,  toa 

Mr.  Platt.  I  think  it  was  another  one  of  the  witnesses  who 
for  Government  loans— came  here  and  advocated  direct  Qcfmsmat 
loans. 

Mr.  SroKfi.  That  was  the  gentleman  that  came  from 


SXATEHENT  OF  HON.  K  B.  BATHBIOi;  BXEBB8EIT&1IVI  D 
COVOBESS  FROX  OHIO.  | 

Senator  Hollis.  Mr.  Bathrick,  before  you  begin,  please  state  for 
the  record  what  bill  you  propose  to  discuss. 

Mr.  Bathrick.  I  shall  discuss  particularly  the  bill  I  introduced, 
which  is  H.  R.  11897.    I  shall  speak  also  of  tne  Moss-Fletcher  bill 

Mr.  Chairman,  I  had  intended  to  take  up  this  question  of  who  is 
supporting  Government  loans  later  on  under  a  separate  head,  bat  I 
think  I  might  as  well  take  it  up  now^  inasmuch  as  the  question  has 
been  raised,  and  Dr.  Coulter  has  implied  that  the  organized  fanners 
are  not  supporting  Government  loans. 

I  believe  some  of  those  who  are  opposed  to  Government  loans  are 
very  anxious  to  have  it  appear  that  the  farmers  of  this  country  art 
not  interested  in  it.  There  was  a  rumor — I  do  not  propose  to  snb- 
stantiate  any  rumors  or  to  say  that  the  rumors  are  correct,  but  thert 
was  a  rumor  which  went  around  the  House,  which  came  to  my  ear% 
that  there  was  really  no  official  indorsement  bv  the  grange;  t^Attfaa 
majority  of  the  members  were  against  it.  That  is  not  true,  Qm 
farmer  came  to  the  House,  whose  name  I  have  no  authority  to  iMr 
tion,  and  who  interviewed  Mr.  Bulkley,  and  I  think  it  was  said  flu* 
he  stated  that  he  was  opposed  to  the  Government  loan  plan. 

I  have  in  my  possession  a  letter  from  that  gentleman  stating  that 
he  is  for  Government  loans.  He  is  a  very  prominent  member  d 
the  grange  in  the  State  of  Pennsylvania. 

It  was  also  rumored  that  Washington  State  has  disagreed  with  tia 
grange  in  the  matter  of  Government  loans.  I  have  a  letter  from  Mr. 
C.  B.  Kegley,  master  of  the  Washington  Grange,  in  which  he  supportt 
the  plan  of  Government  loans  to  farmers. 
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I  will  read  Mr.  Eegley's  letter  to  me; 

[on.  BixfiwoBTH  R.  Bathrick, 

WdsMngton,  D.  0. 
I>BAB  Mb.  Bathbiok:  I  have  been  reading  your  speech  "Farm  credits — ^tne 
roAt  for  the  people,  not  for  private  aggrandizement,"  and  want  to  say  that  it 
»  the  very  first  thing  that  I  have  seen  that  meets  my  approval  as  to  how  we 
re  to  solve  the  "  farm-mortgage  question  "  ever  offered  in  Congress. 

That  speech  deals  entirely  with  the  question  of  Government  loans. 
Here  Mr.  Kegley  states  very  strongly  a  fact  which  I  would  like  to 
atve  more  generally  understood  in  this  country,  namely :  • 

l^o  banker  should  oppose  this  plan,  and  I  can  see  but  one  class  who  wUl, 
Kid  that  Is  the  loan  companies  who  have  been  sucking  the  life's  blood  from 
l«  farmers  of  this  Nation  until  there  is  left  no  hope  that  the  mortgage  in- 
lAtedness  will  ever  be  paid  off  under  the  present  plans  of  borrowing. 

Other  nations  and  countries  have  seen  the  wisdom  of  this  plan,  and  I  can 
ot  for  the  life  of  me  see  why  our  great  Nation  should  not  give  the  debt-ridden 
BLrmer  a  show,  and  the  young  man  who  wants  a  home  an  opportunity  to  acquire 
Oe  and  pay  for  it  without  wearing  his  life  out  paying  interest,  wliich  means 
Lavery  for  him  and  his  family  through  their  working  years  and  a  debt  scarcely 
educed  when  incapacitated  old  age  overtakes  them. 

Give  us  a  measure  like  this,  with  a  reasonable  rate  of  interest  not  to  exceed 
-}  or  even  5  per  cent,  with  1)  per  cent  amortizing  the  loan,  and  we  would  see 
ftie  farmer  prosper,  and  that  would  mean  the  prosperity  of  the  Nation. 

I  shall  not  attempt  to  discuss  this  in  a  letter,  but  I  want  to  assure  you  that 
^  is  question  of  vital  importance  to  the  agricultural  people  and  one  when 
uiderstood  will  receive  united  support  I  am  asking  our  secretary,  Mr.  George 
?.  Hampton,  Washington,  D.  G.,  to  provide  you  with  our  mailing  Ust  that 
nmr  speech  may  go  to  aU  subordinate  granges. 
Very  truly, 

G.  B.  Kegley. 

I  have  from  Nebraska  a  statement  that  the  State  grange  had 
indorsed  H.  R.  11897.  There  is  no  use  reading  all  these  letters;  I 
have  about  100  here  which  would  clog  the  recora,  but  they  are  open 
to  inspection  by  any  member  of  this  committee  at  any  time.  They 
indorse  H.  R.  11897,  and  are  from  leading  farmers  and  from 
tiieir  official  or^nizations.  I  have  many  hundreds  more  similar, 
siome  from  the  (mcials  of  farm  organizations  and  some  from  persons 
qieakins  for  themselves. 

Mr.  Moss  says,  on  page  23  in  his  hearings,  that  he  has  taken  par- 
ticular pains  to  secure  the  editorial  comments  of  the  agricultural 
press.    He  says: 

•  I  have  done  that,  because  it  is  a  difficult  matter  to  get  a  correct  expression  of 
<iie  agricultural  thought  because  the  farmers  are  not  organized. 

I  believe  the  Farmers'  Union  has  a  membership  of  something  like 
1,600,000  to  2,000,000.  The  grange  has  a  membership  of  about  the 
tame — I  do  not  know  the  exact  figures.  There  are  several  other  well- 
known  farm  organizations  in  the  country,  and  I  know  that  Mr.  Moss 
is  mistaken  as  to  the  farmers  not  being  organized. 

I  will  refer  next  to  the  hearings  or  to  the  official  doings  of  the 
ESTational  Grange,  at  Manchester,  N.  H.  It  appears  that  there  were 
three  resolutions  introduced,  and  the  one  that  was  finally  carried — 
Und  in  this  report  statements  are  given  as  to  who  was  for  and  against 
ind  what  amendments  were  made — was,  in  part,  as  follows : 

Resolved,  That  we,  the  members  of  the  National  Grauge,  believe  that  the 
Qovemment  of  the  United  States  should  borrow  money  by  the  issue  of  bonds 
at  a  rate  of  interest  not  to  exceed  3  per  cent  or  31  per  cent,  and  lend  the  money 
mt  a  rate  not  in  excess  of  41  per  cent  to  the  farmers  upon  the  security  of  farm- 
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land  mortgages,  the  profit  to  the  Ck>vernment  to  be  wed  for  Bomm  object  tkit 
will  benefit  the  whole  people. 

That  was  the  official  pronunciamento  of  the  National  Grange;  and 
proceeding  to  carry  out  that  resolution,  the  National  Grange  iasacd 
a  letter,  which  I  believe  Mr.  Moss  refers  to  on  page  28,  do  you  noi, 
when  you  say : 

I  came  Into  possession  of  a  letter  which  I  presume  had  been  widely  M 
cot,  suggesting  that  the  farmers  begin  writing  letters  to  their  R^H-eflenUtiYm 

Mr.  Moss.  No,  sir ;  I  have  no  reference  to  that. 

Mr.  Batiirick.  Was  not  that  the  one? 

Mr.  Moss.  No,  sir.  I  never  have  seen  the  grange  letters.  I  re- 
ferred to  the  letter  which  was  printed  in  the  hearings. 

Mr.  Bathrick.  Well,  then,  I  stand  corrected;  but  I  desire  to  kiit 
placed  in  the  record  this  letter. 

Senator  Hollis.  That  will  be  done. 

(The  letter  referred  to  is  as  follows:) 
To  the  members  of  State,  Pomona,  and  subordinate  granges: 

Just  at  this  time  the  most  important  and  urgent  subject  before  OiosMi, 
80  far  as  the  farmers  are  concerned,  is  that  of  "farm  credit"  IlecogQlzli« iti 
paramount  and  immediate  importance,  the  National  Grange  at  its  last  waiM, 
and  many  State  granges  meeting  since  that  time,  have  given  it  careful  conifckr 
ation.  Many  bills  have  been  introduced  in  the  Senate  and  House  of  Representa- 
tives, and  many  more  are  likely  to  be. 

Your  legislative  committee,  after  careful  consideration  of  the  "  farm  credit* 
bills  pending  in  Congress,  find  that  the  bill  which  most  neairly  conforms  to  tbe 
resolutions  adopted  by  the  National  Grange  Is  the  Bathrick  bill  (H.  It  11897) 
and  have  unanimously  agreed  to  support  that  bill. 

The  bill  provides  that  the  Government  sball  Iwrrow  money  at  a  rate  of 
interest  not  in  excess  of  8^  per  cent  and  lend  on  farm  first  mortgages  at  t  raU 
not  in  excess  of  4^  per  cent. 

The  mortgage  contracts  are  payable  in  small  annual  Installments.  Tbe 
debtor,  however,  can  pay  all  or  any  part  of  the  mortgage  at  any  interest-poyiiil 
period. 

Loans  can  be  made  direct  to  farmers  or  to  farmers  through  farmers*  fais- 
credit  associations.  The  rapid  organization  of  these  aelf-help  associations  will 
be  encouraged  by  employing  and  paying  them  to  attend  to  the  work  of  apivaii' 
ing  and  inspecting  mortgage  loans,  leaving  their  capital  free  to  care  for  loal 
short-time  loans.  This  program  is  in  conformity  with  the  best  European  o- 
perlence,  where  self-help  and  government  aid  go  hand  In  hand. 

Limitations  and  restrictions  on  loans  will  encourage  the  ownership  of  turn 
homes,  but  discourage  unwholesome  land  speculiition  and  tenantry.  The  coit 
of  investigation,  appraisal,  and  inspection  in  making  a  loan  will  be  confined  to 
actual  expenses.  The  bonds  issued  to  secure  the  loan  fund  will  he  in  small  u 
well  as  large  denominations  and  their  total  will  at  no  time  exceed  the  amoot 
of  mortgages  held  to  secure  them.  The  money  borrowed  must  be  used  tor 
the  discharge  of  obligations,  purchase  price,  or  the  improvement  of  the  property 
offered  as  security.  The  applicant  must  be  thrifty  and  of  good  character  and  so 
loans  shall  exceed  60  per  cent  of  the  value  of  the  farm.  All  applicatlcat 
must  be  sworn  to  and  a  heavy  penalty  is  provided  for  misrepresentatioQ. 

Postmasters  and  other  Government  officials  will  be  employed  to  assist  Is 
administering  its  provisions.  Without  detailing  the  administrative  featiudk  tt 
can  be  said  that  they  seem  well  designed  to  carry  out  the  provisions  of  the  bi& 
Profits,  if  any,  are  to  be  expended  in  building  and  maintenance  of  good  rosda 

This  bill  comprehends  the  best  plan  of  bettering  the  conditions  of  bolfc 
long-time  mortgage  and  short-time  loans,  and  is  devoid  ef  any  taint  of  priftit 
profit.  By  it  those  now  struggling  with  a  hopeless  mortgage  would  be  tl 
a  way  out.  Those  out  of  debt  would  be  awakened  to  the  advantage  of  a 
credit,  and  those  who  wish  to  own  a  home  on  the  farm  would  be  given  si 
tial  opportunities.  All  this  can  be  done  expeditiously  by  GovemmeDt 
but  by  private  banks  or  by  any  unaided  self-help  plan  the  benefits  will  ditf 
slowly  through  a  generation. 

All  the  leading  nations  of  the  earth  are  doing  as  much  as  is  intended  bf 

lis  bill.    England  and  Qetmciik::;  \«8l^  Vcl  Qifyi^cumiss^l  and  State  aid.    Tbe  bui 
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express  a  new  proposition.  It  is  not  even  new  to  the  United  States. 
)  banks,  gifts  and  guaranties  to  railroads,  loans  to  Philippine  farmers, 
n  appropriation,  and  many  laws  give  color  of  practice  to  it 

is  no  chance  of  loss  to  the  Government,  but  rather  a  sure  chance  of 
all  the  people.  This  seems  preferable  to  a  new  system  of  private  mort- 
iks  gathering  profit  for  a  few. 

3  bill  is  class  legislation,  so  is  it  class  legislation  to  lend  money  to  the 
The  success  of  agriculture  is  as  important  to  the  whole  people  as  the 

nment  bonds  Issued  for  this  purpose  could  not  invade  the  public 
r  the  taxing  power;  hence  could  not  affect  the  Govemm&it  credit  or 

people  a  penny.    Nine  of  our  States  now  lend  their  school  funds  to 

and  lose  nothing. 
3a t brick  bill  at  once  removes  the  obstacle  of  taxation  on  mortgages 

debentures;  a  vitally  necessary  thing  to  do  before  interest  rates  on 
an  be  reduced.  This  is  done  in  the  interest  of  food  producers  and 
irs,  and  therefore  is  for  all  the  people.    It  is  for  all  and  not  for  a  few. 

bills  attempt  to  cover  this  phase  by  exempting  private  profit-seeking 
rem  taxation.    These  are  distinctly  class  measures,  without  the  slightest 

of  Goverumeut  beneficence  for  tlieir  special  privileges. 
is  class  are  the  Moss  bill  in  the  House  and  the  Fletcher  bill   in  the 

These  are  distinctly  private  profit-sharing  measures,  which,  in   our 

will  do  little  to  aid  farm  credit,  but  will  build  up  a  new  class  of 
1  banks,  interfering  with  the  operation  of  the  new  banking  and  currency 
i  strengthen  the  hold  of  the  money  power  upon  the  people.  These  bills 
utter  opi)osition  to  the  resolutions  passed  at  the  last  National  Grange 

leave  the  Important  question  of  interest  rates  uncertain  and  delegate 
at  national  policy  of  conseinration  of  agriculture  to  individuals,  who 
ictuated  only  by  a  desire  to  make  as  much  money  as  possible  out  of  the 
m. 

is  constitutional  to  give  exemption  from  taxation  to  the  stock,  surplus 
bonds,  notes,  and  other  securities  of  these  individuals,  and  thereby  add 
•  profits,  who  will  raise  a  question  of  the  right  of  the  people's  Govem- 
I  lend  money  on  farm  securities,  free  from  taxation? 
•s  of  the  Bathrick  bill  may  be  secured  by  writing  Hon.  E.  R.  Bathrick, 
gton,  D.  C. 

V  subordinate  grange  oflicer  who  receives  a  copy  of  this  cireiilar  is 
y  requested  to  take  it  to  the  next  meeting  of  his  grange  and  have  it 
nd  fully  discussed,  and  then  forward  to  Members  of  Congress  and 
from  your  State  carefully  prepai-ed  resolutions  indorsing  direct  Govem- 
jans,  as  set  forth  in  the  Bathrick  bill.     In  the  meantime,  and  imme- 

upon  receipt  of  this  circular,  send  an  individual  letter  or  telegram  to 
ougressmen  and  Senators  indorsing  the  proposition  as  set  forth  in  this 
r  and  follow  it  up  with  petitions  to  the  same  effect  signed  by  your 

i/it  action  is  imperatively  demanded  if  any  substantial  benefit  is  to  be 
[  to  the  farmers  by  the  pending  farm-credit  legislation. 

H-nally  submitted.  ^  _ 

•^  Oliver  Wilson, 

T.  C.  Atkeson, 
H.   J.   Patterson, 
Legislative  CommUtee  of  the  National  Otnnge, 

t  letter  is  signed  by  Oliver  WUson,  Peoria,  111.,  pr^ident  of 
ange;  Mr.  T.  C.  Atkeson,  Morgantown,  W.  Va.,  and  Mr.  Henry 
terson,  College  Park,  Md.,  prominent  men  m  the  grange,  occu- 

some  office  which  I  can  not  name  now.  Mr.  Atkeson  came 
'  the  Bulkley  subcommittee  of  the  Banking  and  Currency  Com- 
5  officially  representing  the  grange,  and  was  unalterably  m 

of  Government  loans.  The  farmers'  union  sent  Mr.  Hobbs 
ilso  and  Mr.  Kennett.  Mr.  Hobbs  is  chairman  of  their  legisla- 
ommittee;  and  they  came  before  the  committee  and  made  their 
lents  supporting  Government  loans. 
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I  am  speaking  about  the  people's  support  now  of  Goveminenll 
loans,  and  I  desire  the  gentlemen  here  to  know  that  I  do  not  ewe ! 
only  for  my  bill ;  I  am  mainly  interested  in  the  principle  involved 
therein.  I  have  never  thought  that  there  was  a  possibilitv  of  my 
being  immortalized  by  passing  my  bill  in  this  House,  but  I  nave  pot 
in  many,  many  weary  hours  m  the  last  two  years  trying  to  do  some 
good  to  the  people  of  this  country,  and  I  conceive  that  this  could  be 
best  worked  out  by  the  plan  I  have  proposed. 

Here  is  a  letter  dated  under  the  caption  "  Granite  Cutterii'  Int  r- 
national  Association  of  America,"  part  of  which  says : 

And  our  executive  couucil  appreciates  your  efforts,  ami  by  uuaulinous  ♦«'» 
Indorsed  your  bill  and  your  acrtivlty  In  endeavoring  to  pass  it  Into  law. 

I  refer  to  these  labor  indorsements  particularly  because  somebodj 
has  made  a  vicious  effort  to  show  that  it  is  a  drastic  class-legislatioi 
proposition,  to  loan  money  to  farmers  and  not  to  loan  money  to  thi 
men  in  the  cities.  This  association  is  a  part  of  the  American  Fed- 
eration of  Labor 

Mr.  Hobbs,  representing  the  farmers'  union,  was  before  the  Ameri 
can  Federation  of  Labor  last  January  and  put  the  matter  up  to  them 
with  the  result  that  they  passed  resolutions  conforming  to  that  whid 
the  national  grangje  passed  and  which  Mr.  Hobbs,  as  representative 
of  the  farmers'  union,  supported. 

I  have  here  a  copy  of  the  American  Federation  of  Labor  resolutiw 
and  Hie  letter  sent  to  Mr.  Hobbs  by  Mr.  Frank  Morrison,  secreur] 
of  the  American  Federation  of  Labor.  I  will  read  the  letter  to  Mr 
Hobbs  by  Secretary  Morrison : 

Mr.  S.  H.  Hobbs, 

National  Hotel,  Washington,  D,  C. 
My  Dear  Mr.  Hobbs  :  Inclosed  please  find  copy  of  letter  which  whs  tent  tt 
Mr.  A.  C.  Davis,  secretary-treasurer  of  the  Farmers'  Educational  and  Coopcrt 
tive  Union  of  America,  transmitting  to  him  the  action  of  the  executive  comidJ 
in  indorsing  the  Bathrick  bill. 
Very  truly,  yours, 

Frank  MoRRisoif. 
Secretary  American  Federation  of  Labor. 

This  is  the  letter  which  Mr.  Morrison  sent  to  Mr.  A.  C.  Davis: 

Washington,  D.  C,  February  f.  IPlk- 
Mr.  A.  C.  Davis, 

Secretary-Treasurer  Farmers'  Educational  and 

Cooperative  Union  of  America,  Rogers,  Ark. 

Dear  Sir  and  Brother  :  At  the  meeting  of  the  executive  council  of  the  Aii« 
lean  Federation  of  Lahor,  held  at  headquarters  January  19-24,  the  representi 
tlves  of  your  organization,  Messrs.  S.  H.  Hobbs  and  J.  C.  Kennett  appearai 
before  the  council  requesting  the  cooperation  of  the  American  Fedemtloii  a 
Labor  to  secure  the  rural-credit  system,  as  outlined  in  the  resolution  tbey  pi« 
sented,  as  follows: 

"Resolved,  That  it  is  the  opinion  of  the  national' grange  that  any  legislttifl 
for  the  purpose  of  bettering  farm  credit  is  a  part  of  the  great  national  polk! 
of  conservation  of  food  supply,  and  as  such  it  can  not  properly  be  delegated  I 
private  capital  for  general  exploitation  and  profit. 

"  Resolved,  That  any  farm-credit  plan  which  does  not  include  a  direct  nM 
tlon  of  the  *  prevailing  rates'  of  interest  as  well  as  a  long  term  of  tnti 
annual  payments  upon  farm  mortgages  will  not  meet  agricultural  credit  W 
quirements. 

"  Resolved,  That  the  Government  of  the  United  States  should  borrow  mom 
at  a  rate  of  interest  not  to  exceed  3i  per  cent  and  lend  the  money  at  a  rmtt  ■« 
to  exceed  41  per  cent  to  the  farmers  upon  long-time  farm-land  mortgagea.  wit 
such  restrictions  as  may  be  necessary  to  make  the  Government  perfectly  wcuw 
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the  profit  to  the  Qovernment  to  be  expended  in  road  improvement  or  for 
e  other  object  that  will  benefit  the  whole  people." 

tme  executive  council  gave  much  discussion  and  careful  consideration  to  the 
ter,  and  indorsed  the  farm-credit  bill  which  was  introduced  in  the  House  of 
resentatives  by  Congressman  Bathrick  of  Ohio.  (Dopy  of  that  bill  is  in- 
Bd  herein. 

asnring  you  of  the  desire  of  the  American  Federation  of  Labor  to  cooperate 
^  your  organization  in  every  possible  way  for  the  advancement  of  the  best 
rests  of  the  organized  farmers  and  the  organized  wage  earners,  and  hoping 
Lear  from  you  at  your  convenience,  I  am, 
Fraternally,  youni, 

Samitel  Gompebs, 
President  American  Federation  of  Labor. 

5i>eaking  further  of  the  support,  Mr.  Moss,  on  page  23  of  his 
iring,  submits  a  list  of  14  farm  papers,  three  of  which  are  owned 
dominated  by  the  same  man.  Mr.  Moss  offers  these  and  a  few 
torials  from  them  as  representing  the  farmers  of  this  country, 
would  like  to  have  us  believe  that  this  is  a  better  representation 
n  the  three  or  four  million  members  of  the  Farmers'^  Union  and 
I  National  Grange. 

4^one  of  these  papers  represent  the  farmers  in  any  official  capacity. 
HlS  better  evidence  and  a  more  authentic  conception  of  the  opinion 
the  farmers  of  this  country,  I  ask  to  be  printed  the  two  following 
torials.  They  are  clipped  from  the  National  Grange  Monthly, 
!  official  organ  of  the  grange,  and  from  the  National  Field,  the 
cial  organ  of  the  Farmers'  Union.  To  fully  establish  the  offi- 
1  status  of  these  two  farm  papers,  I  will  state  that  Mr.  Oliver 
Ison,  president  of  the  grange,  and  Mr.  C.  S.  Barrett,  president  of 
I  Farmers'  Union,  are  editors  in  chief  of  their  respective  papers, 
nibmit  these  editorials  with  the  assurance  that  every  thoughtful 
rson  will  accept  them  as  representative  of  the  organized  farmer's 
mght  more  than  the  individual  free-lance  expression  of  a  few 
itors  whose  papers  are  not  allied  with  farm  organization  in  this 
intry. 

[From  the  National  Grange  Monthly,  official  organ  of  the  national  grange.] 
A  GREAT  ISSUE. 

*^ever  in  its  history  has  the  national  grange  faced  at  once  so  wonderful  an 
^rtnnity  and  so  tremendons  a  responsibility  as  now  looms  up  before  it  in 
i  proposition  to  establish  some  stable  and  sensible  system  of  rural  credit  for 
>  farmers  of  this  country.  Its  clear-cut  declaration  for  rural  credits,  and  its 
^resslTe  purpose  to  accomplish  it,  has  already  won  for  the  grange  tbe  ap- 
»Tal  and  backing  of  thousands  of  farmers,  heretofore  not  particularly  inter- 
ed  In  the  order,  but  who  know  that  some  system  of  properly  financing  agri- 
tnral  development  and  extension  is  the  present  supreme  need  of  the  Ameri- 
I  farmer.  The  grange  has  therefore  put  its  hand  to  the  plow  at  exactly  the 
al  spot 

>iit  of  the  demand  for  a  system  of  rural  credit  it  is  apparent  that  the  flnan- 
1  interests  of  the  country  propose  to  exercise  a  dominating  influence,  while 
I  clever  politician  is  also  promptly  on  hand  to  help  shape  things  to  his  own 
la.  Recognizing  that  rural  credit  is  going  to  be  a  live  issue,  at  a  time  when 
Ure  issue  is  in  demand,  both  the  bankers  and  the  politicians  are  eagerly 
Ing  to  capitalize  the  situation  to  their  own  respective  advantage.  The  need 
tte  farmer's,  but  so  far  as  the  bankers  and  the  politicians  can  prevent  it, 
will  have  little  to  say  how  that  need  shall  be  met.  It  is  history  repeated 
iMslation,  but  this  is  the  most  serious  aspect  of  the  present  issue.  Already 
B  Moss-Fletcher  bill  has  appeared  in  Ck>ngress,  and  there  will  be  a  score  of 
kMB,  some  clever,  all  good  appearing,  and  perhaps  none  sincerely  in  the 
Ittrests  of  the  farmer. 
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[Editorial  from  the  National  Field,  official  organ  of  the  Farmers'  Union.] 

The  farmer  must  be  saved  by  the  public  which  he  serves  in  order  that  I 
public  itself  may  be  saved.    Who  is  the  public?    All  the  people.    Who  ii  I 
Government?    All  the  people.    We  come,  therefore,  to  the  fact  that  the  (h 
emment,  which  is  nothing  but  a  corporate  name  for  all  the  people,  dial]  i 
charge  the  obligation  of  the  whole  public  to  the  farmer,  who  is  one4tlf| 
that  public ;  and  the  only  power  on  earth  that  can  move  with  strength  ■ 
rapidity  enough  to  meet  the  demands  of  the  situation  is  the  GovemiDeot  I 
are  not  proposing  any  untried  experiment.    New  Zealand,  which  is  tXHiayj 
most  prosperous  farming  country  in  the  world,  and  resulting  therefirom,  I 
most  prosperous  country  altogether  in  the  world,  has  long  ago  thrown  m 
board  all  precedents  and  all  prejudices  and  gone  to  the  relief  of  its  Ikni 
To  the  landless  man,  it  will  sell  land,  and  furnishes  working  capital  to  I 
farmer  already  established.    It  will  furnish  working  capital,  whether  it  li: 
make  a  new  farmer  or  to  help  an  old  farmer;  it  will  furnish  that  monegr 
any  time  desired — many  of  the  loans  running  36^  years. 

We  may  as  well  face  the  situation  frankly  ns  to  dodge  around  a  few ;, 
longer  until  we  are  in  worse  condition  than  to«day.  We  have  got  to  fak 
There  is  not  enough  liquid  capital  in  the  United  States  to  meet  the  needs  of' 
farmer  at  the  rate  of  interest  which  he  must  have  to  live  and  prosper.  1 
liquid  capital  we  have  is  not  content  with  what  is  a  living  rate  of  intend 
the  farmer.  Only  the  Government,  which  is  not  concerned  with  prolH% 
afford,  under  present-day  conditions,  to  furnish  the  farmer  money  at  91 
rates.  If  the  farmer  is  to  be  helped  adequately  and  promptly,  that  hdp  1 
come  from  the  Government. 

C.  S.  Babbti, 
President  of  the  Farmen*  Ml 


I  submit,  that  as  far  as  support  is  concerned,  that  the  plu 
Government  loans  has  the  united  support  of  the  two  biggest  I 
organizations  of  this  country  and  of  the  American  Federatioi 
Labor,  and  that  support  should  be  concurred  in  by  every  membej 
those  organizations  with  just  the  same  loyalty  that  we  are  suppol 
to  ^ive  to  the  platforms  of  our  political  parties.  ] 

Now,  I  understand,  also,  that  at  the  time  the  resolution  was  pMi 
l>y  the  gi'ange  there  were  delegations  there  from  nearly  40^(1 
of  this  country. 

Nobody  who  knows  denies  that  the  farmers  are  organized^  anl 
3^011  will  ^ive  the  people  of  this  country  time  to  crystallize  m 
opinions  and  show^  what  they  are  for  and  not  be  in  too  much  a 
hurry  in  getting  a  bill  out,  we  will  learn  what  people  we  arewf 
senting  in  this  matter  and  whom  we  are  not  representinff;  bnt^ 
do  not  give  time  maybe  you  will  not  find  it  out  until  it  is  too 

Mr.  Pl.vtt.  I  am  getting  letters  from  the  grange  in  my 
that  are  pressing  me  to  vote  against  the  Panama  tolls  f 
bill. 

Mr.  Batiirick.  They  are  probably  organized  up  in  yor 

Mr.  I^LATT.  How  much  do  you  think  they  know  nbo' 
tion? 

Mr.  Batiirick.  Well,  now,  I  want  to  say  on 
has  just  said  that  the  farmers  are  **  reaac»»*"** 
has  named  a  few  classes  that  he  claims 
I  want  to  say  to  you  that  I  have  met ' 
knew  as  much  about  this  farm-cr©'^ 
that  they  Imow  as  much  abo^'* 
know.    I  can  not  say  a^ 
I  first  wept  into  thir 
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The  loaning  of  Government  credit  in  various  forms  to  the  farmers 
[i  other  countries  has  proven  to  be  sound  and  practical  in  its  every 
spect  and  of  great  economic  value  to  the  whole  people  because  of  its 
nunense  value  to  agriculture.  In  support  of  this  statement  I  quote 
from  some  gentlemen  whose  active  interest  in  the  subject  of  larm 
credit  is  internationally  known,  and  who  have  been  put  in  print  and 
often  quoted  as  authority  on  other  phases  of  this  subject  by  the  gen- 
tlemen who  are  active  now  in  opposing  Government  loans. 
^  Maurice  Dufourmantelle,  who  has  written  articles  upon  this  sub- 
ject, speaking  of  Government  aid,  says : 

Its  action  runs  parallel  with  that  of  private  initiative,  each  mutually  comple- 
menting the  other. 

Dr.  Moritz  Weeden,  of  Austria,  which  nation  has  loaned  nearly 
$2,000,000,000  of  its  credit  and  cash,  says: 

The  cooperative  movement  for  the  Government  aid,  which  has  heen  rendered 
to  it,  has,  in  turn,  rendered  abundant  cooperative  aid  to  the  Government 

^  Sir  Horace  Plunkett,  the  well-known  English  student  of  internrf- 
ional  agriculture,  says: 

The  policy  of  strict  abstention  from  any  interference  by  any  Government  with 
iie  business  of  the  people  is  withholding  the  kind  of  assistance  which  every 
►ther  European  Government  Is  giving  to  its  farmers. 

Baron  von  Hermen-Schorn,  former  agriculture  expert  of  the  Ger- 
nan  embassy  here,  says: 

The  cooperative  rural-credit  systems  in  Germany  were  not  carried  on  as 
iffectively  as  they  are  now  under  Government  assistance. 

He  also  says: 

The  system  started  by  bankers  and  run  by  bankers  could  in  no  sense  be  a 
sooperative  system  and  probably  would  not  help  the  interest  of  farmers  for  any 
ength  of  time. 

Mr.  Reusch,  of  Weisbaden.  Germany,  speaking  of  the  land  bank  of 
ilVeisbaden  which  is  distinctly  a  Government  bank,  having  28 
3ranches,  says: 

The  taxes  upon  the  population  are  low  on  account  of  the  profits  made  in  lend- 
ing money  in  this  way. 

Sir  Arthur  Hawks,  Canadian  commissioner  of  immigration,  in 
speaking  on  Government  loans  called  attention  to  what  the  Govern- 
ment had  done  for  railroads  and  other  enterprises  which  is  quite 
applicable  to  much  legislation  in  this  country,  says: 

The  financing  of  a  settlement  as  a  function  of  Government  seems  now  to  be 
inevitable  It  contains  nothing  revolutionary  in  principle.  It  would  be  diffi- 
cult for  those  whose  dividends  are  founded  on  Government  guarantees  and  sub- 
tidies  to  oppose  application  in  Canada  of  a  principle  that  is  operated  in  the 
United  Kingdom,  Australia,  and  New  Zealand,  and  is  about  to  be  applied  in 
ionth  Africa.  The  Government  factor  in  the  use  of  public  credit  is  an  object 
to  be  achieved  and  not  the  incidental  advantage  that  may  alight  on  any  Indi- 
^nal  here  and  there. 

In  addition  to  the  authorities  I  have  thus  far  named  I  will  quote 
from  the  report  of  the  United  States  commission  which  is  behind 
the  Moss-Fletcher  bill,  which  is  distinctly  a  banker's  plan  of  farm 
Credit  Thege  gentlemen  oppose  Government  loans,  but  in  their 
teport  they  say: 

In  every  instance  in  Europe  where  Government  capital  has  been  granted  to* 
establish  mortgage  credit  the  results  have  been  favorable  to  the  agricultusal 
aterests  of  the  nation. 
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That  is  what  the  United  States  commission  says.  Mr.  Moss  and 
Mr.  Fletcher,  the  authors  of  this  bank  farm-credit  bill,  were  members 
of  this  commission.  And  this  must  have  been  their  opinion  respect- 
ing Government  loans.  This  commission  pretends  to  be  a  superior 
authority  on  all  other  matters,  particularly  respecting  their  own 
creation,  the  Moss- Fletcher  bill.  Then  whv  do  they  report  a  bank 
bill  where  greed  is  mixed  up,  strangely,  with  altruism  ? 

I  can  not  answer  this  question  and  do  not  insinuate  any  wrong- 
doing, but  will  state  plainly  the  exact  fact,  namely : 

The  first  official  information  promulgated  in  this  country  during 
the  last  administration  came  froin  a  uoted  banker  and  ex-president 
of  the  American  Bankers'  Association,  who,  in  his  official  report, 

ifave  no  facts  respecting  the  operation  or  success  of  Government 
oans  in  Europe,  but,  on  the  contrary,  quoted  from  a  noted  antigov- 
emment  aid  writer  in  a  palpable  effort  to  head  off  Government  loans 
in  this  country. 

That  may  or  not  mean  anything.  I  am  confident  that  this  com- 
mittee can  understand  and  discriminate  to  the  end  that  their  bill 
as  it  finally  comes  out  will  not  be  molded  to  help  a  few  profit  seekers 
to  make  money  out  of  this  extremely  important  Government  policy. 
It  is  an  undeniable  fact  that  Government  loans  to  farmers  on  fann 
first  mortgages  is  practical,  profitable  in  both  cash  and  economic 
advantages,  and  beneficent  to  every  man,  woman,  and  child  in  the 
United  States. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  to  2 
o'clock  p.  m.) 

AFTER   RECESS. 

The  subcommittees  reassembled  at  2  o'clock  p.  m.,  Hon.  Robert  J. 
Bulkley  presiding. 

STATEMENT  OF  HON.  E.  E.  BATHEICK— Continued. 

Mr.  Bathrick.  Mr.  Chairman.  I  desire  to  give  a  very  brief  review 
of  the  purposes  and  operation  oi  my  bill,  that  it  may  appear  in  this 
so-called  summing-up  hearing. 

My  proposition  is  that  the  Government  borrow  money  at  not  io^ 
exceed  3^  per  cent  and  lend  it  to  farmers  direct  or  through  farmers' 
farm-credit  associations,  and  not  through  capitalists'  farm-credit 
associations. 

Mr.  Bulkley.  How  do  you  draw  the  distinction  ? 

Mr.  Bathrick.  I  draw  the  distinction  this  way,  that  with  or- 
ganizations made  up  of  farmers  the  Government  can  encourige 
self-help  and  cooperation  among  farmers.  But  the  capitalists  cin 
help  themselves,  and  in  a  farm-credit  bill  it  is  not  the  province  of 
Government  to  encourage  capitalists  and  assist  them  to  make  money 
out  of  agriculture.  By  my  bill  we  could  force  or  rather  assist  the 
farmers  m  helping  themselves  on  both  long  and  short  time  credit 

We  would  nave  mutual  organizations  for  the  purpose  of  carry- 
ing out  the  national  policy,  but  when  you  have  an  organization  thit 
is  gotten  together  solely  for  the  purpose  of  making  profits  for  city 
investors  we  can  neither  carry  out  the  national  policy  nor  have  war 
rant  for  doing  anything  for  that  kind  of  an  institution. 
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"Mr.  BuLKLEY.  Can  jrou  explaiu  how  we  would  confine  them  to 
.xmers?  What  provisions  could  we  put  into  a  law  to  do  that? 
Mr.  Bathrick.  I  would  not  ask  a  law  preventing  anybody  from 
xiding  money  to  the  farmers.  I  do  not  desire  to  confine  lending  to 
timers ;  but  if  we  will  pass  a  bill  which  is  a  combination  of  farmers' 
ilf-help  and  Government  aid  the  capitalist  lender  will  follow  our 
irms  and  interest  rates  without  any  law  made  for  him  at  all.  It  is 
xe  experience  all  over  the  world  that  joint-stock-mortgage  banks 
'ill  so  into  the  business  at  the  lower  rate.  No  country  on  earth 
ces  for  joint-stock  banks  what  the  Moss-Fletcher  bill  proposes  to  do. 
Tiere  are  two  or  three  concerns  in  the  United  States  now  doing 
rhat  the  European  joint-stock  banks  are  doing,  only  on  a  higher 
aterest  rate.    We  need  no  national  laws  for  them.    What  we  need  to 

0  is  for  the  Government  to  hammer  down  the  interest  rate,  and 
hese  fellows  will  all  follow  without  law,  or  under  their  State  laws. 

If  we  would  do  as  I  want  to  do  in  my  bill,  say  to  a  farmers'  farm 
►r^nization,  "  You  can  perform  all  the  duties  necessary  in  order  to 
issist  the  Government  in  making  loans  on  first  mortgages,  and  we 
An  reward  you  as  farm -credit  organizations  and  make  it  worth  your 
irhile  to  do  this  work.  We  will  take  up  the  farm  first  mortgages  in 
p)ur  county  and  will  pay  you  a  conmiission  not  to  exceed  one-half 
rf  1  per  cent  for  doing  the  work.  That  commission  will  be  incentive 
enough,  as  I  see  it,  to  make  these  farmers'  farm-credit  organizations 
spring  up  all  over  the  country,  and  once  they  are  sprung  up  and 
accept  the  benefits  which  this  will  give  to  them  it  will  be  a  sufficient 
reward,  so  that  the  Government  can  direct  the  operation  of  farmers' 
farm-credit  associations  without  the  intervention  of  the  repeal  or 
revision  and  making  of  new  laws,  that  all  the  States  must  surely 
tnake  if  the  Moss- Fletcher  bill  is  passed. 

Mr.  BuLKLEY.  Is  it  your  idea  that  these  farmers'  organizations 
hall  indorse  the  mortgages? 

^  Mr.  Bathbick.  Yes;  we  will  make  them  in  that  respect  respon- 
ible.  Their  responsibility  will  not  amount  to  very  much,  but  at 
be  same  time  the  probable  loss  would  amount  to  practically  nothing, 
nd  we  can  put  that  responsibility  upon  them.  Then,  by  giving  them 
he  benefits  such  as  I  propose,  we  can,  if  we  need  to,  say  to  them  at 
ny  time :  "  Here,  you  are  not  operating  a  cooperative  organization ; 
ou  are  robbing  your  neighbors ;  you  are  running  the  business  strictly 
or  profit;  you  are  trying  to  get  the  highest  rate  in  your  community 
Tom  your  people,  while  we  are  giving  you  this  benefit.  Now,  stop, 
»r  we  will  take  these  benefits  from  you,  and  we  will  have  a  real 
'armers'  farm-credit  organization  organized  in  .that  county.  We 
nH  do  this  and  insist  upon  the  conservation  of  our  food  supply,  our 
ittional  policy,  being  carried  out  through  them." 

That  would  carry  out  our  national  purpose. 

The  prevailing  rate  is  a  powerful  influence  working  against  the 
national  policy.  Unless  some  outside  more  powerful  influence  is 
bfou^t  to  bear,  greed  is  pretty  hard  to  go  up  against,  as  has  been 
evidenced  by  every  condition  we  have  had  put  before  the  committee. 

In  my  hearings,  in  part  No.  8,  before  the  Bulkley  subcommittee, 

1  have  gone  into  the  details  in  regard  to  some  of  these  matters,  and 
I  woula  request  those  who  are  interested  to  look  them  over,  that  they 
might  understand  my  proposition  more  in  detail.  It  has  been  stated 
that  the  Grovernment  would  have  to  loan  too  large  a  sum  of  money. 
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In  mv  bill  the  probable  amount  the  Grovernment  would  loan  is  lim- 
ited oy  certain  requirements  for  agriculture.  Those  requirementa 
would  be  lived  up  to,  and  if  it  be  put  into  the  contract  that  if  tbev 
were  not  lived  up  to  the  mortage  will  become  due  and  payaldb 
instantly,  it  would  be  a  powerful  influence  to  force  them  to  comply. 
Besides  tnat,  my  bill  limits  the  sum  of  the  loan.  I  say  the  maximum 
sum  loaned  to  anybody  shall  be  $15,000.  There  is  s(Mne  question 
about  this  amount.  It  is  a  purely  arbitrary  amount  and  is  for  the 
committee  to  consider. 

So  that  with  these  and  the  other  limits  I  think  that  the  amount 
that  the  Government  would  loan  would  be  very  much  less  than  some 
people  have  assumed. 

I  want  to  take  up  some  objections  that  have  been  raised  to  the 
proposition  of  Government  loans.  That  is  a  matter  that  I  have  not 
touched  upon  before ;  that  is,  not  to  any  great  extent.  One  of  tiie 
objections  is  that  Government  loans  would  increase  the  cost  of  land 
So  would  a  low  interest  rate  procured  in  any  other  way,  if  low  rates 
would  do  it  at  all.  But  if  low  rates  of  interest  will  increase  the  cost 
of  land  so  that  it  will  be  prohibitive  to  people  who  wisdh  to  buy  farms, 
reverse  the  proposition  and  say  we  will  raise  the  rate  of  interest  so 
that  land  will  be  cheaper.  You  could  make  it  cheap  enough  in  thit 
way.  In  my  estimation  there  are  many  reasons  wny  the  increased 
cost  of  land  will  not  be  very  much,  and  one  of  them  is  this,  that 
the  tenantry  proposition  is  going  to  enter  here  as  an  element  of  the 
cost  of  land,  if  we  reduce  the  rate  of  interest.  There  are  37  per  caA 
of  our  farms  operated  by  tenants.  Most  of  them  are  not  the  class  of 
farm  tenants  that  are  satisfactory  to  the  owners  of  the  land. 

The  thrifty  and  best  tenants,  if  we  offer  them  these  opportuni- 
ties, will  want  to  own  a  farm  themselves.  They  would  rather  have 
a  small  farm  that  they  own  themselves  than  to  operate  a  larger 
farm,  as  a  tenant,  well  rented  for  the  owner.  They  will  have  the 
40  per  cent  that  is  necessary  under  my  bill,  and  they  can  buy  a  farm, 
and  it  will  gradually  help  out  the  thriftv  tenants,  who  will  be  owners 
of  farms,  with  the  result  that  there  will  become  left  only  the  shift- 
less and  thriftless  farm  tenants.  Then  the  owner  who  is  operating 
by  tenants  will  find  the  operation  unprofitable,  and  will  be  perfectly 
willing  to  jMit  his  farm  on  the  market  for  sale,  and  when  you  put 
many  tenant  farms  on  the  market  for  sale  it  will  hold  the  price 
right.     But  suppose  low  interest  does  increase  the  price:  it  is  not 

foing  to  increase  the  price  so  much  but  what  buyers  would  get  the 
enefits,  the  same  benefits,  that  accrue  to  a  man  in  the  city  that 
buys  a  home  on  installments.  A  wealthy  man.  having  money  to 
build  a  house  upon  a  lot.  can  say  to  the  poor  man.  ''  Pav  so  much 
per  month  to  cover  amortization  payments  as  well  as  the  interest  on 
the  loan  and  bv  and  by  you  will  have  paid  for  the  home,  and  you 
can  not  get  it  in  any  other  way,''  That  is  true,  and  the  same  thing 
will  be  true  as  to  the  securing  of  these  farm  homes  b^^  my  process  of 
reducing  the  rates  of  interest,  and  increasing  the  time  within  which 
they  can  pay. 

Sow,  another  questif»n  that  is  brought  up  is  the  fear  that  Govern- 
ment bonds  will  not  sell.  Nobody  need  have  any  fear  that  the  Gov- 
ernment bonds  will  not  sell,  if  tliey  believe  that  these  proposed  pri- 
vate-bank bonds  will  sell.  This  would  be  the  best  bond  in  the  world. 
It  would  not  only  be  based  upon  mortgages  but  based  upon  the  taxing 
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f  the  (jovemment  of  the  United  States  without  in  any  sense 
ig  the  taxing  power.  The  experience  of  the  whole  world  has 
)ractically  that  there  is  no  loss  on  these  mortgages,  and  there- 
y  should  it  in  any  sense  strain  the  taxing  power.  France  has 
)0,000  of  bonds,  I  believe.  We  have  a  litfle  over  $1,000,000,000. 
any  reason  why  we  could  not  issue  as  many  bonds  as  France? 
)urces  are  larger,  and  the  country  is  greater,  and  we  are  bet- 
to  sell  our  bonds  in  the  markets  of  the  world  to-day  at  a  less 
m  some  of  these  foreign  countries  are. 

lot  believe  that  the  operation  of  my  bill  would  require  over 
,000  per  year,  and  as  we  went  on,  that  $100,000,000  per  year 
g  into  the  localities  of  this  country  where  the  rate  is  high, 
orce  the  rate  on  private  loans  down;  and  that  has  been 
)y  every  practice  I  have  heard  of,  and  the  good  of  that  would 
great. 

3r  Holms.  Do  you  not  imagine  that  if  the  Government 
lo  this  that  it  would  have  to  take  over  substantially  all  the 
ins  of  the  country? 

Jathrick.  Why,  Senator,  no.  The  Government  is  in  the 
sition  that  every  other  lender  is,  and  there  is  no  law,  moral 
in,  that  will  compel  a  man  to  loan  money  if  he  does  not 

3r  HoLLis.  No ;  not  compel,  but  if  you  are  going  to  make  the 
per  cent,  that  is  lower  than  pretty  near  all  the  mortgage 
at  I  know  of,  and  I  understand  the  tendency  would  be  that 
nan  came  to  make  a  new  loan  he  would  apply  to  the  Govern- 

Iathrick.  If  we  took  over  every  loan  that  would  be  satis- 
to  us  after  investigation,  we  would  take  not  more  than  half, 

ould  not  lend  on  every  application.  We  would  only  lend 
3se  who  are  willing  to  comply  with  our  regulations  respect- 
use  of  the  money  for  agricultural  purposes  and  for  the  P^r- 
other  ways  to  carry  out  the  national  policy.  We,  as  a  (jov- 
,  would  not  go  into  the  loaning  business  to  make  money, 
1  it  would  be  very  profitable  to  all  the  people.  It  is  the 
of  all  countries  that  if  we  were  to  do  this  thmg  that  I  ask 
ne,  in  the  way  I  propose,  that  joint-stock  companies  would^ 
our  intervention  and  without  any  law  of  our  making,  follow 
s  of  interest,  and  the  whole  mortgage  problem  would  soon 
i.    If  we  were  to  stop,  the  rates  would  immediately  rise,  but 
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frequently  sold  bonds  at  3  per  cent.  We  have  sold  Panama  ( 
bonds  at  3  per  cent,  and  they  asked  one  hundred  and  a  fraction 
ninety-nine  and  a  traction  was  offered  on  these  3  per  cent  bond 
other  day.    It  is  not  as  good  a  bond  as  I  propose. 

Hie  President  of  the  United  States,  if  he  is  truly  the  fath 
the  Alaska  bill,  assumes  that  we  could  loan  $35,000,000  or  $40,00 
at  3  per  cent,  as  set  forth  in  that  bill.  There  is  another  thing 
has  a  wonderful  bearing  in  connection  with  this  proposition, 
that  is  the  congestion  in  our  cities.  I  will  say  to  you  that  in  th 
two  or  three  years  I  have  come  in  contact  with  very  rich  men, 
are  thoroughly  and  sincerely  alarmed  about  the  congestion  of  i 
lation  in  the  cities.  For  year  after  year,  in  the  best  of  times, 
are  many,  many  men  in  the  city  who  can  not  get  a  job,  because 
are  so  many  that  are  looking  for  jobs. 

They  want  to  put  these  people  on  the  farms.  The  whole  ecoB 
fabric  of  the  country  is  endangered  by  having  this  conglomerat 
ment  congested  in  our  cities.  I  say  to  you  that  I  believe  if  my 
H.  R.  11897,  is  put  into  operation — I  beUeve  I  could  raise  $500,00 
at  3  per  cent  to  put  into  it  to  assist  in  bettering  that  one  situ; 
alone.  I  do  not  say  that  off-hand,  but  I  was  told  so  by  a  sentl< 
said  to  be  worth  ^0,000,000,  who  has  been  identified  wifli  ph 
thropic  work  for  several  years. 

Mr.  BuLKi^EY.  If  men  would  invest  in  Government  bonds 
philanthropic  reasons,  they  would  invest  equally  in  bonds  of  pr 
institutions,  would  they  not? 

Mr.  Bathbigk.  Oh,  no;  because  the  security  is  immensely  d 
ent.  They  are  willing  to  loan  their  money  for  philanthopic 
poses  at  a  very  low  rate  of  interest,  believing  that  vie  security  o 
United  States  Government  would  be  su^ient  to  guarantee 
they  woiQd  not  lose  any  of  the  principal,  and  would  w  satisfied 
a  small  rate  of  interest.  Lack  of  public  confidence  is  one  thing 
are  sure  to  be  up  against  with  private  bank  bonds  or  debentures 

Liquidity  and  size  of  the  bonds  is  still  another  proposition.  '. 
these  Government  farm  bonds  in  small  and  large  denominatioi 
catch  every  class  of  people  in  this  country,  including  tJie  man 
wants  to  buy  for  a  snort-time  savings,  and  the  bonds  will  be  li 
for  the  reason  that  the  Government  bond  can  be  sold  to-morrow 
what  it  could  be  sold  last  month  when  the  man  got  it,  in  more  • 
than  those  of  any  private  banking  proposition.  When  the  int 
period  came  around  we  would  be  paymg  our  money  back  to 
selves  to  go  into  other  farm  loans,  to  every  section  of  (Jbe  coa 
just  the  same  as  pension  monev  gets  down  into  those  sections 
and  helps  everybody  and  stimulates  business. 

It  was  said,  as  an  argument  against  Government  loans,  that 
tria  could  not  sell  her  bonds  at  less  than  6  per  cent.    Who  com] 
Austria  with  the  leading  nations  of  the  world  as  a  matter  of  c 
of  the  nations?     It  is  nonsense  to  compare  her  with  the  Ui 
States. 

Now,  here  is  an  objection  that  has  been  raised  just  recently. 
tell  you  the  truth  I  never  heard  it  from  any  other  quarter  on  c 
and  I  have  delved  and  read  and  dug  into  this  subject  That  ii 
national  crisis  fallacy,  and  the  repudiation  of  their  mortgage  • 
at  such  a  time  by  the  farmers.  To  accuse  the  farmors  of 
country  of  organized  repudiation  during  a  national  crises  is  a 
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af air  way  of  putting  it  up  to  the  farmers.  It  is  an  insult  to  our 
lOBt  honorable  class  of  citizens.  The  farmers  of  this  country  have 
imished  our  men  that  went  to  war.  Go  out  upon  our  farms  to-day 
ttd  you  will  find  them,  the  old  soldiers,  there.  They  are  not  all  in  the 
\ty;  they  went  back  to  the  places  they  came  from.  The  farmers 
lat  fought  our  wars  have  broken  our  prairies  and  hewn  down  our 
onefitsi  and  they  have  been  the  pioneers  in  every  direction.  And  to 
ly  that  there  would  be  an  organized  repudiation  of  debt  by  the 
inners  at  a  time  of  national  crisis  is  a  serious  and  truthless  charge. 
want  to  ask  you  this,  if  there  would  be  a  repudiation  of  debts  dur- 
Lg  a  national  crisis  when  the  farmer  is  away  fighting  our  wars. 
Eat  would  happen  if  the  bankers  had  all  the  mortgages?  Would 
le  bankers  be  at  home  selling  out  the  farms,  foreclosing  mortgages, 
hile  our  farmers  are  away  fighting  our  battiest 
Where  does  this  so-called  objection  emanate?  I  refer  to  page  24 
f  Mr.  Moss's  hearings,  and  I  say  to  you  I  never  heard  the  objection 
iscd  f rcHn  any  other  source.    Mr.  Moss  says : 

The  minister  of  France  said  to  me  privately — he  would  not  pnt  it  in  the 
cord,  bnt  yet  he  said  this  in  the  presence  of  other  gentlemen. 

Well,  I  don^  blame  him,  in  the  face  of  what  France  has  done  for 
le  jhrmers,  and  what  Mr.  Moss  says  they  are  doin^;  I  don't  blame 
im  for  not  putting  it  into  the  record,  and  if  I  had  been  Mr.  Moss 
would  not  have  put  that  in  the  record  either — ^but  the  minister  of 
iVanoe  said  to  him  privately — 

hit  wliile  the  loans  were  legal,  the  obligation  became  purely  a  moral  one; 
hat  the  Government  held  the  debts  of  its  own  people,  and  it  could  not  go  and 
NxBln  the  property  of  its  own  people  in  time  of  distresa 

I  suppose,  as  I  said,  that  the  bankers  would  be  distraininjg  the 
people.  There  is  more  danger  that  they  would  if  there  is  anythmg  in 
this  at  aU: 

And  I  am  satisfied  [so  the  minister  of  France  says,  in  this  private  conversa- 
ka}  that  yon  would  find  in  our  own  country  if  a  war  were  to  break  out  and 
ke  Ctovemment  should  call  a  million  men  into  the  field,  that  we  could  not  call 
he  men  away  from  their  own  farms  and  thus  destroy  their  only  means  of 
tadiaiKing  these  loana 

To  pass  my  bill,  or  one  similar,  would  be  doing  something  for  the 
lost  substantial,  loyal  people  in  this  country,  and  there  is  nothing 
^hich  is  so  great  and  important  an  asset  to  anv  government  as  the 
lyalty  of  its  people;  and  if  you  do  something  for  them  you  will  in- 
rease  that  loyalty.  I  say  that  no  other  proposition  has  been  raised 
gainst  Government  loans  that  is  more  absured  than  that,  and  it  is 
ot  supported  by  the  history  of  any  nation  that  has  been  doing  it 
or  many  years.  Conserve  our  farms  and  they  will  be  a  tower  of 
Irength  to  us  in  time  of  adversity,  in  men,  food,  and  money. 

It  IS  said  there  is  nothing  sure  but  death  and  taxes.  That  is  true, 
Bn*t  it!  Do  not  the  people  pay  taxes  during  the  war?  Of  course, 
hey  pay  taxes  then  just  as  tliey  pay  taxes  at  any  other  time,  and 
iiore.  Our  Nation  is  a  big  family.  When  a  family  happens  to  get 
Dto  trouble  everybody  helps  the  best  he  can,  if  he  is  a  good  patriot, 
fou  know  that  the  people  of  this  country  believe,  when  one  owes  the 
lovernment  something,  that  he  must  pay.  That  is  the  frame  of  mind 
a  this  country,  and  we  have  got  the  best  machinery  to  make  them 
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pay,  and  the  best  reason  in  the  world  for  making  them  pay  any bov 
18  that  it  is  for  the  good  of  all,  and  every  man,  woman,  and  chili 
receives  benefit.  They  consider  that  it  is  for  the  good  of  all,  and  thcf 
would  pay,  and  every  government  on  earth  has  made  them  pay,  ana 
there  is  no  reason  why  they  should  not.  Further,  they  will  be  bettor 
able  to  pay  under  the  Government  loan  plan. 

Beverting  to  the  question  of  the  Government  having  to  mtb 
all  the  loans.  In  every  country,  wherever  they  have  instituted 
Government  loans,  private  bankers  come  down  just  as  close  to  tbn 
rate  as  they  can,  and  where  they  have  stood  by  and  cried  to  beat  the 
band  and  said  it  was  going  to  ruin  them,  when  a  rate  was  established 
by  the  Government  they  have  gone  into  the  business  and  gone  to  loaning 
at  the  rate  made  by  the  Government.  They  found  out  that  it  did  not 
ruin  them ;  that  it  helped  them.  There  is  no  better  example  that  I  know 
of  than  right  here  in  the  Philippine  Islands  where  all  the  bankers  had 
cornered  all  the  money,  and  the  Government  agreed  to  guarantee  th&ni 
per  cent  for  the  purpose  of  starting  a  bank  to  make  loans  at  reasonabk 
rates  to  farmers,  and  thev  laughed  at  it.  They  laughed  at  it  just  at 
much  as  the  men  in  the  l^tate  of  Washington  or  these  other  higfa-nta 
interest  sections  will  laugh  at  this  Moss-Fletcher  bill  when  they  lA 
them  to  start  it.  They  said  they  could  not  do  anything  at  4  per  cent 
What  was  the  use?  They  were  getting  15  and  20  per  cent.  So  Urn 
Government  started  a  bank  and  oe^an  loaning  money  at  reasonahb 
rates.  Afterwards  these  same  bankers  came  oef ore  the  Philippine 
Legislature  and  almost  passed,  and  did  pass,  I  might  say,  a  Uw 
that  had  a  joker  in  it  that  could  put  even  the  Government  out  of 
business,  but  the  Governor  General  refused  to  sanction  it.  Thev  wera 
willing  to  loan  then  at  that  low  rate,  and  it  will  be  tiie  same  all  over 
this  coimtry. 

Another  subject  that  has  been  brought  up,  and  that  is  the  talk  about 
socialism.  I  do  not  need  to  say  anything  about  this  except  my  bill 
helps  people  to  get  homes.  A  farm  is  not  only  a  home  but  it  is  a 
business.  That  is  an  ideal  home — a  place  to  live  and  a  business  that 
will  support  the  home  in  connection  with  it.  Now,  when  a  man  has 
a  home  and  a  business  he  is  not  going  to  lie  awake  nights  trying  to 
invent  some  other  kind  of  government.  He  is  satisfied  with  his 
government,  and  my  plan  is  the  antithesis,  the  very  reverse,  of 
socialism.  It  is  individualism  to  its  highest  extent;  in  its  extrema 
You  make  that  man  satisfied  and  you  will  make  his  neighbors  satis- 
fied, although  they  are  not  the  recipients  of  the  benefit,  because  they 
see  the  Government  is  doing  something  substantial  for  them. 

We  have  been  too  long  refraining  from  doing  substantial,  mat^ 
rial  things  for  the  people.  Too  long,  when  the  people  needed  hclpi 
have  we  been  figuratively  pointing  to  a  page  of  the  speeches  or  theo- 
ries of  Jefferson  or  some  other  great  exponent  of  popular  govern- 
ment and  saying:  "Here  is  the  thing  that  you  need.  Read  thia 
Listen  to  the  tenets  of  the  gospel  of  free  government.'' 

There  is  a  new  order  of  things  sweeping  over  all  the  nations  of 
the  world.  It  means  something  different  than  simplv  pennittinff 
the  helpless  to  help  themselves.  It  is  first-hand  benent  instead  ol 
second  and  third  nand  benefit  from  Government  to  the  peofda 
When  we  carry  this  program  out  it  will  increase  loyalty  and  aesMJ 
socialism.    To  cling  to  the  old  plan  means  to  continue  to  build  op 
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salth  for  the  few  and  oflFer  a  premium  for  more  members  of  the 
dalistic  parties. 

Why  do  these  things,  always  by  indirection,  and  reach  the  people 
at  you  are  trying  to  benefit  in  the  second  or  third  degree?  It 
ems  to  be  the  sole  purpose  of  some  legislators  to  do  something  for 
few  people  who  have  more  than  they  need  now,  and  trust  them 
hand  the  benefits  down  to  somebody  else.  That  seems  to  be  their 
lole  purpose,  when  these  problems  can  be  better  solved  by  direction 
an  by  indirection. 

I  want  to  touch  upon  this  question  of  constitutionality.  I  am  not 
lawyer,  but  I  know  plenty  of  lawyers  and  judges  that  differ,  so 
do  not  feel  so  lonesome  on  that  proposition.  I  will  call  your 
bention  to  the  fact  that  when  this  Philippine  Island  bank  was 
tablished  Attorney  General  Bonaparte  reierred  to  all  the  prece- 
nts,  referring,  also,  to  the  case  of  McCullough  v.  Maryland, 
lerein  Chief  Justice  John  Marshall,  I  believe,  unquestionably 
fctled  the  proposition  that  it  was  constitutional  for  this  Govern- 
ent  to  start  a  oank. 

Now,  what  is  this  bureau  which,  I  propose,  will  carry  out  this 
an  of  Government  loans?  It  is  a  bureau  for  the  purpose  of  getting 
tmev  and  loaning  it  to  farmers.  Banks  lend  money,  and  that  is 
le  function  of  the  banking  business.  As  it  appears  to  me  now,  I 
iS  not  very  smart  when  I  drew  that  bill,  or  I  would  have  called 
a  bank  instead  of  a  bureau.  That  would  have  sounded  so  much 
stter  to  some  gentlemen,  who,  when  they  speak  of  lending  money, 
em  not  to  be  able  to  think  of  anything  but  a  bank.  This  bureau, 
hich  I  propose  to  create  would  lend  money  and  make  collections. 
Tould  it  not,  then,  be  doing  what  is  the  principal  business  of  any 
ank?  If  the  question  of  whether  such  a  bureau  or  such  a  bank  is  an 
istrumentalit^  of  Government  or  not,  I  think  no  one  will  deny  that 
bis  bureau  will  be  an  important  instrumentality  of  Government. 
l11  the  paternalism,  all  the  class  legislation  and  special  privilege 
roposed  for  this  new  crop  of  Moss-Fletcher  banks  can  not  make 
lem  as  good  instrumentalities  of  Government  as  this  bureau 
ould  be. 

I  am  not  against  banks  generally.  They  perform  a  very  useful 
iblic  function,  and  we  can't  very  well  get  along  without  them. 
Bsides,  I  owe  them  too  much  money  to  be  against  them.  But  we 
n  go  too  far  in  a  banking  proposition,  just  the  same  as  we  went 

0  far  when  we  gave  too  much  tariff  benefit  to  manufacturers  and 
e  people  revolted. 

1  want  to  call  your  attention  to  a  very  serious  matter.  That  is  the 
x-exemption  provision  in  the  Moss-Fletcher  bill,  section  18,  which 

undoubtedly  special  legislation,  drastic  paternalism,  and  yet  I 
ive  never  heard  the  proponents  of  this  bank-farm  credit  scheme 
lestion  the  constitutionality  of  that.  Banks  are  given  many  powers 
1  the  shadowy  plea  that  they  are  instrumentalities  of  Govern- 
ent,  and  I  believe  that  is  the  kernel  of  this  matter.  If  I  am  Avrong, 
would  be  glad  to  be  corrected.  But  my  proposed  bureau  that 
ould  carry  on  the  business  of  getting  money  and  loaning  it  to 
,rmers  would  be  an  instrumentality  of  Government  also,  in  the 
ghest  sense,  and  as  such  it  should  be  entitled  to  all  of  the  privi- 
ges  that  an  ordinary  banking  organization,  privately  owned,  is 
(titled  to.  ' 
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I  want  to  touch  upon  the  question  of  operation  of  Gove 
loans.  I  went  through  it  more  thoroughly  in  my  other  hearir 
I  said  then,  as  now,  that  numerous  insurance  companies  are  1 
through  agencies.  Why  can't  Government  do  as  much  as 
They  are  lending  through  the  kind  of  agencies  that  get  all  th 
and  are  getting  very  much  more  than  they  are  entitled  to,  an 
than  the  farmers  can  stand.  I  want  to  humanize  the  westei 
agent.  I  want  the  Government  to  be  a  guarantor  and  trus 
tween  the  borrower  and  the  lender,  and  without  loss  to  it,  a 
only  without  loss  to  the  Government  but  with  profit  to  it  in  ca 
with  enormous  benefit  to  all  the  people.  I  do  not  see  why  the 
who  own  the  Government,  theoretically  at  least,  can  not  borrc 
lend  money  to  themselves.  In  every  country  in  the  world  th 
masters,  the  revenue  collectors,  and  other  officers  are  emplo 
agencies,  and  we  have  them  by  the  tens  of  thousands,  scatte 
over  this  country  to-day,  that  can  perform  every  detail  of  the 
tion  of  Government  lending  to  farmers  better  than  these  ins 
agencies. 

As  to  appraisers,  we  have  superior  advantages  over  any  ] 
institution,  because  we  can  penalize  for  fraud  in  a  way  that  no 
ration  or  other  institution  can.  Suppose,  if  we  had  this  bill  ] 
we  write  to  every  postmaster  in  every  county — and  there  are  2' 
postmasters  in  my  county — and  ask  them  to  pick  out  a  dozei 
class  freeholders,  men  of  prominence  in  the  community,  men 
records  and  character  are  beyond  reproach,  and  we  have  that 
men  to  draw  our  appraisers  from.  In  the  first  place,  there 
application  for  the  loan.  The  borrower  goes  to  the  post  offi 
gets  the  blank  questions  to  answer,  and  he  swears  to  that  appl 
and  sends  it  to  the  bureau.  Then  we  put  our  appraisers  on  th 
and  then  check  them  up  and  decide  whether  we  should  ma 
loan  or  not — whether  the  applicants  want  the  loan  for  spec 
purposes  or  not.  which  they  rarely  do.  because  farmers  do  i 
on  horse  races,  or  whether  they  want  the  money  borrowed  fc 
ing  stock  or  raising  produce  and  increasing  the  production 
farm  and  providing  our  food. 

Eespectmg  the  uniformity  of  rates  of  interest,  Governmen 
are  the  only  means  bv  which  you  can  get  a  uniform  rate  of  int( 
this  country.  Mr.  Moss  admits  his  bill  will  not  do  it.  I  wan' 
body  to  tell  me  why  a  mortgage  down  in  Texas,  where  the} 
per  cent,  which  has  sufficient  security  for  the  money  at  8  pe 
why  a  mortgage  in  Washington,  where  they  ask  10  and  1.")  p< 
which  has  sufficient  security  for  the  15  per  cent,  is  not  just  a 
entitled  to  a  uniform  low  rate  of  interest  as  a  mortgage  in  P 
vania  or  Ohio  or  anywhere  else?  The  security  is  good  and 
the  primary  thing  to  consider.  No  one  would  Tend  at  a 
cent  on  bad  security.  You  can  not  produce  uniform  rat 
carry  the  national  policy  out  all  over  the  country  by  any  other 
than  Government  loans.  That  has  been  shown  m  this  com 
fully  confirming  my  preconception  of  the  proposition,  that  tl 
by  any  bank  plan  will  be  carried  out  according  to  the  prevail! 
in  the  community,  and  you  will  not  help  anybody  by  that  p 
tion.  In  those  localities  where  the  prevailing  rate  is  hig] 
bonds  will  sell  at  6  and  7  per  cent  at  least;  some  think  higher, 
you  want  to  put  1  per  cent  in  the  Fletcher-Moss  bill  onto  th 
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nil  tell  you  there  is  not  1  farmer  out  of  500  in  this  country  that 
1  carry  an  annual  burden  of  7  per  cent.  Still,  upon  top  of  that 
I  would  add  an  amortization  sum,  which  adds  to  his  annual  burden, 
twithstandinff  it  is  paying  off  his  debt.  He  must  carry  it  until 
B  dc^t  is  discharged,  and  the  farmers  can  not  carry  that  burden. 
Mr.  Platt.  Are  there  not  more  than  500,000  of  them  doing  it  now? 
Mr.  Bathrick.  Yes;  and  their  backs  are  bent  and  broken  doing  it, 
id  that  burden  is  breaking  heaits  and  breaking  up  families  and 
ncking  agriculture.  That  is  the  one  strong  reason  why  tenant 
afms  are  increasing  and  the  boys  are  going  to  town.  Yes ;  they  are 
Mng  it.  There  is  no  question  about  that,  but  they  are  overloaded, 
id  nundreds  of  thousands  of  our  overburdened,  thrifty,  honest 
imers  come  now  to  plead  for  our  help  against  the  avaricious  money 
iricrs  and  the  mortgage  that  is  eating  the  very  life  out  of  them. 
It  is  admitted  before  this  committee  that  you  can  not  unify  the 
te  by  this  Fletcher-Moss  bank  bill,  and  if  you  can  not  unify  the 
erest  rates  you  can  not  carry  out  the  Government  policy  all  over 
8  country. 

The  Government  can  unify  the  interest  rate.  It  can  borrow  money 
New  York  or  any  other  place  at  3  per  cent  or  3^  per  cent,  and 
sre  is  no  reason  why  it  should  not  loan  it  on  good  security  in 
ishington  or  Texas  or  in  any  other  State  where  the  rates  are  high, 
in  States  where  the  rates  are  lower.  There  is  no  question  about 
it.  They  can  do  it,  and  do  it  now,  all  over  the  country,  without 
iting  for  a  few  banks  to  start,  which  would  do  it  in  only  a  part  of 
\  country,  and  that  very  poorly. 

Who  objects  to  Government  loans?  Surely  it  is  not  the  men  that 
i  going  to  run  this  kind  of  new-crop  banks,  because  they  are  asking 
•  Gt)vernment  loans  themselves.  It  is  in  the  Moss-Fletcher  bill. 
eir  bankers  want  Government  loans.  They  want  us  to  take  our 
stal-savings  deposits  and  other  Government-controlled  money  and 
id  them  over  to  them  at  2^  per  cent,  and  let  them  go  out  and  loan 
on  to  the  farmers  at  from  6  to  10  per  cent,  whatever  the  rate  in 
f  particular  locality  may  be. 

rhere  is  no  limitation  of  1  per  cent  for  management  expense  on 
ns  made  from  these  2^  per  cent  postal-savings  deposits  in  your 
I,  Mr.  Moss.  Your  banks  can  loan  that  money  and  other  Govern - 
nt  deposits  on  short-time  loans  and  short-time  mortgages,  and 
1  have  made  no  pretense  or  effort  to  limit  the  interest  rates  on  this 
88  of  loans.  The^e  banks  can  loan  their  capital  on  this  class  of 
ns  with  a  rate  of  interest  as  high  as  they  can  make  the  people  pay. 
u  are  asking  for  Government  loans  in  your  bill,  yet  you  are  con- 
nning  Government  loans.  What  else^  You  provide  in  your  bill 
it  these  banks  will  receive  Government  deposits  Avhich  in  ordinary 
les  now  go  at  no  per  cent  or  at  2  per  cent. 

ITou  want  the  Government  money  for  your  bankers  which  the  tax- 
fers  have  paid  into  the  Treasury.  Then,  on  five-year  mortgages 
short-time  loans,  you  are  willing  that  these  bankers  shall  loan  the 
>ple  back  their  own  money  at  any  old  rate  of  interest.  That 
I  asks  for  Government  loans  for  bankers,  and  at  the  same  time 
1  are  condemning  them  for  farmers.  In  other  words,  by  your 
!  you  are  asking  for  more  privileges  for  bankers,  on  tlie  new  plea 
t  they  are  going  to  help  the  farmers.     These  new-style  bankers 
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ask  for  more  privileges  through  your  bill.    Bankers  have  ofli 
asked  for  more  privileges. 

Mr.  Platt.  They  got  it,  too,  didn't  they,  in  this  last  bill! 

Mr.  Bathrick.  I  think  the  new  currency  bill  is  a  good  IhII; 
there  are  few  money  bills  passed  through  Congress  wherein 
bankers  did  not  get  more  privileges.  They  have  been  put  in  _ 
sacred  class  of  instrumentalities  of  Grovemment;  but  the  farmer 
a  more  important  instrumentality  of  Government  than  the  bank 
Now,  Mr.  Moss  and  Mr.  Fletcher  want  another  string  of  bankS) 
keep  coming  back  after  more  privileges.  I  do  not  believe  the  peo| 
of  this  country  will  stand  for  it. 

Last  fall  the  Secretary  of  the  Treasury,  Mr.  McAdoo,  madii 
very  commendable  effort  to  do  a  big  thing.  He  took  $50,000^ « 
of  the  Treasury  and  put  it  into  the  banks  of  the  Soutliwest  to  oi 
the  crops — to  get  the  food  to  the  people  of  the  cities  who  were  IM| 
ing  high  prices  for  it  and  who  were  confined  to  a  pitiable  seledii 
because  of  those  high  prices.  The  bankers  borrowed  this  money  i 
2  per  cent  and  loaned  it  to  the  farmers  at  6  and  8  per  cent;  and  I 
that  to  only  a  few  farmers,  for  it  was  mostly  loaned  to  the  cro 
speculators  who  were  trying  to  "bear"  the  prices  of  the  famwf 
products.  J 

And  still  Mr.  Moss  and  Senator  Fletcher  produce  a  bill  for  m 
purpose  of  assisting  banks  to  borrow  money  from  the  GrovenuMll 
to  loan  to  the  farmers.  And,  worse,  they  ask,  on  behalf  of  the  baH 
ers,  for  exemption  from  taxation — some  more  -  privileges.  Fuitfaer 
more,  they  ask  the  Government  to  take  their  bonds— these  lani 
mortgage  bonds  issued  by  these  banks — as  security  for  postal  saving! 
deposits  and  other  Government  deposits.  That  is  paramount  ti 
going  into  a  bank  to-dav  and  telling  them  to  give  us  tneir  stock  fa 
security  for  these  deposits.  It  does  not  make  any  difference  if  theai 
bonds  are  based  upon  mortgages;  they  are  the  bank's  securities. 

Now,  as  to  loans  versus  deposits,  the  Supreme  Court  of  the  Unitec 
States  has  declared  time  and  time  again  that  a  banker,  when  he  taktt 
another  man's  money  on  deposit,  assumes  all  the  responsibility  ml 
a  debtor,  and  owes  that  mone}^;  yet,  some  people  are  trying  to  mafa 
us  think  that  a  deposit  in  a  bank  is  not  a  loan;  that  we  can  banc 
Government  money  to  the  banker  at  2|  per  cent,  and  that  is  not  i 
loan,  but  is  a  ''  deposit."  When  you  talk  about  handing  it  to  th 
farmer,  on  better  security,  at  4^  per  cent,  that  is  a  loan. 

As  I  say,  in  addition  to  these  privileges  proposed  for  the  Mo» 
Fletcher 'banks,  they  are  exempted  from  all  taxation.  The  fannen 
are  not  only  to  pay  interest  profits  to  these  banks  when  they  an 
organized,  but  are  also  to  pay  the  bankers'  taxes.  You  may  look  fcf 
all  the  other  bankers  to  ask  for  "  equal  rights." 

Gentlemen,  I  tell  you  that  the  people  of  this  country  will  not  tab 
kindly  to  any  such  plan.  If  you  do  not  go  too  fast  I  am  sure  you  wB 
find  this  to  be  true.  If  you  will  just  wait  a  little  while  I  wiB 
guarantee  you,  who  are  representing  the  people,  that  you  will  lean 
whether  the  farmers  are  organized  or  not. 

About  this  interest  rate.  In  the  Fletcher-Moss  bill  they  make  i 
1  per  cent  more  than  the  "  cost "  of  the  money.  The  very  core  of  thi 
whole  proposition  is.  What  is  the  interest  going  to  be?  In  their  bfl 
it  is  1  per  cent  more  than  the  cost  of  money.  The  best  testimoii; 
we  have  got  is  that  under  this  bill  you  can  not  get  money  on  thes 
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nds  under  5  per  cent.  That  was  from  Mr.  Breitung,  of  New  York, 
B  best  all-around  financier  that  came  before  the  committee,  and  he 
ows  the  rates;  he  has  been  in  this  business  and  knows.  You  can 
t  sell  this  class  of  bond  at  4  per  cent.  Mr.  Morris  says  there  will 
re  to  be  practically  an  underwriting  proposition;  that  if  you 
re  several  himdred  thousand  doUars  that  they  would  want  as  much 
S  per  cent  commission  to  sell  them.  He  did  think  that  if  ^ou  have 
eral  billion  or  several  million  dollars,  I  do  not  know  wmch,  that 
thought  you  could  get  them  imderwritten  for  1  per  cent.  When 
I  add  that  to  the  cost  of  your  money  and  put  on  top  of  that  1  per 
t  for  management,  and  tnen  whatever  is  necessary  as  an  amortiza- 
a  payment  on  top  of  that,  see  what  your  burden  to  the  farmer  is. 
e  annual  burden  of  the  farmer  is  one  great  thing  in  this  proposi- 
ti* You  want  it  so  it  is  easy  for  him  to  carry  it.  Leave  him  each 
IT  something  that  will  help  to  keep  the  family  up  and  keep  the 
fs  from  running  away  to  the  city. 

These  banks  have  no  incentive  to  sell  bonds  low.  You  talk  about 
dr  competing  in  order  to  get  the  cost  of  money  down.  1  know  that 
not  what  they  will  do  at  all. 

[f  one  bank  is  selling  a  6  per  cent  debenture  out  West  and  it  is 
3d,  nobody  will  buy  a  5  per  cent  debenture  until  the  other  is  sold, 
le  bank  with  the  lower  rate  bond  will  raise  the  rate  in  order  to 
t  a  market.  No  matter  what  the  bonds  sell  for  these  banks  are  to 
allowed  to  charge  the  borrower  1  per  cent  more.  Thev  get  that 
Jer  cent  anyway  and  will  care  little  what  the  bond  sells  lor. 
!Fbese  banks  will  not  compete,  therefore,  in  lowering  the  interest 
te,  but  will  compete  in  sellinff  bonds.  That  means  that  they  will 
ve  their  customers  who  buy  the  bonds  as  good  a  thing  as  possible, 
hey  are  in  the  business  for  profit.  They  do  not  care  about  our 
ftional  policy  or  what  the  rate  of  interest  is  on  the  bonds,  because 
iere  is  no  incentive  to  make  them  care. 

This  American  commission,  or  the  United  States  commission — 
ty  are  about  one  and  the  same,  I  think — show  a  very  palpable  fear 
this  question  of  centralization  of  the  money  power.  They  say, 
Ve  do  not  centralize  them — ^the  banks — ^because  the  people  will  not 
ind  for  it"  They  know  the  people  will  not  stand  tor  it.  We 
rt  got  through  with  one  such  condition,  which  centralized  money 
this  country  for  years,  and  they  propose  to  follow  that  up  with 
Dther,  and  they  say,  in  substance,  "We  won't  compel  them  to 
itralize."  You  and  I  know  they  will  centralize  themselves.  What 
the  history  of  everything  of  that  kind  in  this  country?  The  old 
item  of  banking  centralized  money  in  New  York  and  other  large 
ies.  It  was  centralization  voluntary.  They  did  not  need  any  law 
centralize  them,  and  we  do  not  need  any  law  to  centralize  these 
w  banks.  Talk  about  leaving  that  clause  in  or  out  of  your  bill, 
out  centralization — I  can  not  see  anything  to  it.  They  will  cen- 
ilize  and  the  result  will  be  collusion  for  their  benefit  in  every  re- 
set, and  the  result  of  that  will  be  for  high  interest  rates,  more 
ofit 

r  have  stated  already  that  the  banks  will  be  allowed  to  loan  their 
pital  and  surplus  and  this  2^  per  cent  Government  money  on 
e-year  mortgages.  In  this  bill  no  limit  of  interest  rate  is  fixed  on 
Kse  loans.  These  banks  would  use  their  capital  and  surplus  and  the 
mev  the  Government  loans  them  for  this  class  of  Io«lOs»,    T\n5K^ 
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will  place  as  ipuch  on  them  as  they  can,  because  they  get  a  h 
interest  rate.  That  will  be  an  incentive  to  them  to  keep  rates 
on  their  long-time  loans;  otherwise  they  will  be  working  a( 
their  own  interest,  and  they  are  not  liable  to  do  that 

If  there  is  any  one  thing  in  the  bill  that  is  provocative  of  i 
it  is  that  $10,0()0-bank  feature.  Who,  in  heaven's  name,  spe 
of  these  new  bank  bonds,  is  going  to  give  any  credit  or  autl 
to  any  little,  jerk-water  bank  of  this  size  as  a  serious  responsi 
behind  such  a  bond?  Who  is  goin^  to  buy  it?  It  won't  hav 
responsibility  to  it,  and  they  won't  be  able  to  sell  their  bonds, 
result  will  be,  lust  as  Mr.  Badow  said,  a  $25,000,000  corporati 
Chicago,  and  that  will  mean  a  centralization  of  money,  and  t 
the  way  it  will  work  all  the  way  through,  and  they  will  have  n 
ous  agencies.  They  will  have  western  loan  agents.  Who  wil 
get  to  take  these  aeencies  ?  The  very  men  that  have  beem  har; 
lie  farmers,  who  know  the  game  underground  and  overgrou 
flll  its  tricks. 

They  will  be  the  loan  agents  for  these  $25,000,000  corpon 
When  a  farmer  walks  up  to  this  new  and  "  wonderful "  bank  I 
tind  the  same  old  faces  of  the  money  lenders  smiling  at  hin 
same  men  especially  authorized  and  trade-marked  with  a  new 
of  Government  virtue. 

Mr.  Weaver.  You  must  be  against  Mr.  Moss's  bill. 

Mr.  Bathrick.  No  :  I  am  not  against  it ;  of  course  not. 

Another  beautiful  thing  in  this  oill  is  the  fiduciary  agent, 
going  to  be  the  capsheaf  inspector  for  the  Government.  He 
mg  to  be  the  man  that  assures  the  public  that  these  bonds  j 
right;  that  is,  he  will  give  the  public  confidence  in  these  bo 
they  will  buy  them.  Let  us  glance  at  him.  He  is  paid  his  sal 
the  bank,  by  one  of  these  $25,000,000  corporations  or  by  one 
$10,000  corporations.  If  some  people  were  conducting  that  bij 
they  could  afford  to  pay  him  a  very  large  salary  to  wink  at  the 
tions  that  may  be  practiced  under  this  bill. 

The  Government  selects  this  fiduciary  agent.  Yes;  but  tl 
very  naively  says  he  must  be  "  satisfactory  to  the  directors " 
bank.  I  do  not  know  who  made  that  wonderful  invention, 
is  there  in  the  bill.  It  is  an  incentive  and  a  temptation  to  en 
ness.  We  had  150  of  these  institutions  fail  between  1886  an< 
because  of  bad  management  and  fraud,  and  word  comes  that 
of  them  have  gone  broken  in  Europe.  These  facts  gradualh 
in.  I  tell  you  that  if  one  of  these  banks  goes  broke  in  the  1 
States  the  whole  fabric  of  this  system  will  go  down,  and  ever 
who  has  a  bond  will  say,  "  What  ?  A  bank  out  in  the  West  brol 
wonder  if  my  bond  is  good."  That  is  sure  to  happen,  and  it  will 
the  whole  bond  market  all  over  the  United  States,  and  other 
will  break.  This  kind  of  inspection  can  not  amount  to  much, 
agent  is  expected  to  sign  his  name  on  the  ledger  where  the  ao 
are  kept.  Is  he  going  to  keep  the  books  of  one  of  these  $25,0 
corporations  ?  No.  He  will  walk  up  and  sign  his  name  on  the 
wherever  the  bookkeeper  tells  him  to  sign  and  will  know  verj 
about  it. 

Take  the  small  corporation.  If  it  is  one  of  these  $10,000 
if  one  is  ever  organized  the  fiduciary  agent  will  be  the  whole 
He  will  be  the  only  officer  drawing  a  salary,  and  he  will  r 
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Die  business  about  as  he  pleases,  and  the  result  will  be,  all  told, 
b  nobody  will  have  any  confidence  in  the  bonds  of  these  small 
ks,  and  fraud  will  creep  into  most  of  tiiem. 
Fotice  how  they  try  to  oolster  up  these  bonds  by  passing  laws  to 
le  them  legal  investments  for  court  and  trust  funds,  for  insurance 
jrve  funds  in  the  States.  What  does  that  mean?  You  can  not 
s  any  law  that  will  make  these  bonds  good;  you  have  inspected 

national  banks  and  the}'^  have  failed,  and  then  you  have  had 
ens  of  laws,  but  they  have  failed,  and  the  public  generally,  has 
extraordinary  confidence  in  all  the  banks  to-day,  when  you  come 
it  down  to  the  truth  of  it;  but  when  you  pass  a  law  that  says  a 
rdian  can  take  one  of  these  new-fangled  private  banker's  bonds 

make  it  represent  the  trust  funds  in  his  hands  for  widows  and 
bans,  you  are  taking  the  risk  of  committing  a  very  serions  wrong : 

when  you  say  that  these  bonds  can  be  put  up  in  a  State  as  legal 
irve  funds  for  insurance  companies  you  are  running  a  long  chance, 
he  light  of  all  reason  and  past  experience,  of  robbing  millions  oi 
icyholders.    The  Government  can  buy  these  bonds,  but  that  will 

make  them  right.     Nothing  but  actual  value  will  do  that.    It 
t  gives  them  an  artificial  and  fictitious  value,  which  can  be  only 
iporary,  until  some  exigencies  arise  in  the  general  mix-up  and 
akdown.  which  will  disclose  their  real  value. 
It.  Platt.  Do  you  say  that  there  is  something  in  this  bill  about 

Government  buying  the  bonds? 

ir.  Bathrick.  No  ;  I  say  that  point  was  talked  about.  You  give 
f  guardian  the  right  to  take  tnese  bonds  and  mortgages  for  his 
rd,  and  you  will  hear  of  cases  of  where  wards  have  lost  money  all 
r  the  United  States.  That  is  my  guess,  and  I  think  it  is  a  good 
mg  guess.  And  this  exemption  from  taxation  again — ^the  most 
stic  possible,  special,  class  legislation.  Some  people  have  the 
re  to  say  that  Government  loans  to  farmers  is  class  legislation, 
in  they  themselves,  ask  a  privilege  that  no  other  class  in  the 
ntry  has.  They  point  in  their  review  of  the  Moss-Fletcher  bill 
ome  little  thing  that  is  done  in  the  Government  bank,  and  these 
leral  reserve  banks  are  practically  Government  banks,  yet  they 
It  to  follow  that  by  going  the  whole  length  of  tax  exemption  in 
ir  bill.    They  exempt  the  income  from  stock.    That  invalidates 

law  of  Ohio,  which  taxes  all  corporation  stock.    They  exempt 

bonds  of  whatever  character  from  taxation.  Why  not  exempt 
ds  of  national  banks?  This  clause  will  bring  every  national 
k  in  the  country  in  here,  asking  us,  as  I  have  said,  to  give  them 
al  rights.    They  will  all  be  in  here,  every  one  of  them,  if  they  do 

fto  into  this  plan,  and  some  of  them  can  not  get  in.  They  will 
,  "What  are  you  doing  there?  You  are  giving  that  new-fangled 
k  a  privilege  to  take  deposits,  you  give  them  the  privilege  to  com- 
d  with  us  for  deposits,  and  they  bid  for  them  higher  than  we  can, 
I  why?  Because  they  are  exempt  from  taxation.  Give  us  equal 
Its." 

£r.  Platt.  Would  it  not  be  a  good  thing  if  we  did  ? 
It.  Bathrick.  I  suppose  it  would  be  a  good  thing  to  give  every- 
y  equal  rights,  not  excepting  my  friend  from  New  York.     But 
f  not  exempt  farmers  from  taxation  as  well  ? 
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After  you  have  done  this,  what  have  you  accomplished?  I  am  • 
that  you  have  accomplished  no  general  good.  I  tell  you  you  I 
simply  made  a  bill  or  law  and  figuratively  have  thrown  it  up  in 
air  on  the  hope  or  belief  that  something  beneficial  will  happen, 
have  made  a  law,  which,  if  it  works  to  any  extent  whatever,  wil 
manned  and  operated  by  the  same  old  crowd  of  10  per  centers 
pound  of  fleshers  who  have  created,  through  their  unbri(Ued  gi 
the  very  condition  which  you  are  attempting  to  cure  now. 

Besides  this,  the  Moss-Fletcher  bill  is  the  very  essence  of  A 
By  it  action  must  wait  for  the  revision  or  repeal  of  diflFerent  la^ 
every  State ;  and  we  have  48  States,  with  from  75  to  over  100  I 
lators  in  each  State,  and  all  of  them  with  different  minds. 

Depending  on  these  laws  in  various  States  being  changed,  you 
find  this  change  opposed  by  the  most  powerful  interests  of  t 
States  for  various  reasons,  and  one  of  these  reasons  is  the  fea 
those  who  are  now  making  money  by  high-interest  rates  that  the 
will  be  lower. 

Mr.  Platt.  Do  the  farmers  have  something  to  do  with  those  1 
lators? 

Mr.  Bathrick.  Oh,  yes ;  thev  might ;  but  they  might  have  the 
lack  of  influence  they  seem  to  nave  with  some  of  the  legislators  ( 
here. 

There  will  be  a  long  wait  for  action,  and  the  evil  outrunnin( 
remedy,  and,  above  all  things,  absolutely,  the  Government  policy 
guishing  in  all  parts  of  the  country.  Farmers  raise  produce  to 
people  m  Washington;  they  raise  produce  to  feed  people  ia  I 
sylvania.  While  the  rate  is  low  in  Pennsylvania,  as  well  as  in  Wii 
sm,  there  are  plenty  of  people  in  those  sections  that  need  help, and 
are  raising  food  to  distribute  all  over  the  country,  and  that  is  il 
policy  is  lor,  to  assist  agriculture  and  perpetuate  our  food  su] 
If  these  banks  do  not  make  good  in  these  sections  and  in  some  < 
sections,  the  policy  will  fail  there.  Some  will  say  we  do  not  nei 
most  of  the  farmers  are  prosperous.  But  there  are  plenty  of  fi 
ers  in  all  sections  that  do  need  help,  and  the  plan  will  not  get 
all  sections  to  do  anything  for  them.  And  what  have  you  to 
for?  Laws  of  registry,  debtor  exemption  laws,  homestead  1 
taxation  of  capital  stock.  You  can  not  go  into  those  States  and 
you  shall  do  so  and  so.  They  will  at  once  propound  the  thcor 
State  rights.  Re^stration  of  titles,  conveyances,  foreclosure?,  f 
laws  accepting  debentures  as  legal  investments.  Those  are  a  fe 
the  laws  you  must  have  fixed  in  all  of  these  States  before  yon 
under  way  at  all.  In  six  months,  with  a  Government-loan  plan, 
can  be  doing  things  and  have  the  great  work  progressing  in  e 
State. 

I  made  an  estimate,  based  upon  28  banks,  for  the  State  of  ( 
which  is  to  the  effect  that  if  this  Moss-Fletcher  bill  l>ecome?  a 
and  these  banks  were  to  accept  its  provisions  there  would  be  a  If 
about  $70,000  to  the  State  of  Ohio  which  the  taxpayers  would 
to  make  good  on  the  capital  stock  tax  loss. 

To  becrin  with,  the  Moss-Fletcher  bill  is  not  aOTi cultural.  It 
financial.  When  we  passed  the  new  currency  bill  we  were  to 
"  Hold  on,  don't  be  in  a  hurry  now ;  we  will  cive  you  a  fann-< 
bill  after  this  is  done."  After  they  got  through  with  that  and  I 
talking  about  the  farm-credit  bill,  the  first  people  they  saw  wei 
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kers,  the  money  lenders.    Where  have  you  asked  one  leader  of  a 

n  organization  in  this  country  to  come  and  help  prepare  that  bill 

^re  you  brought  it  into  the  committee?    I  would  like  to  have  you 

i^er  that  Question,  Mr.  Moss.    What  one  leader  of  any  big  farm 

inization  have  you  asked  to  help  make  this  bill  ? 

[r.  Moss.  I  would  like  to  say,  Mr.  Bathrick,  you  see  I  did  not 

e  quite  the  confidence  in  the  leaders  of  the  farm  organizations.    I 

ddered  that  I  am  rather  a  representative  farmer  myself. 

[r.  Bathrick.  But  have  you  asked  a  leader  of  any  farm  organiza- 

to  help  make  that  bill  liefore  you  brought  it  into  the  committee? 
[r.  Moss.  Then,  I  should  like  to  say  that  I  have  had  communica- 
s  from  a  few  organized  farmers,  for  instance,  the  Farmers'  Union 
ay  own  State  and  the  Farmers'  Congress  in  my  own  State,  and 
B  had  quite  a  wide  correspondence  with  farmers,  any  of  which 
Id  be  representative  farmers. 

[r.  Bathrick.  I  do  not  raise  that  question,  Mr.  Moss;  I  simply 
jd  this  question,  Did  you  ask  any  leader  of  any  large  farm  or- 
ization  to  come  in  and  help  you  prepare  your  bill  before  it  was 
ight  to  the  committee? 

[r.  Moss.  Mr.  Bathrick,  in  answering  that  I  will  say  that  the  com- 
sion  only  suggested  this  thing,  and  we  reported  back  to  Congress, 
ve  were  ordered  to  do  under  the  resolution  of  Congress;  but  we 

spent  at  least  three  months  in  Europe  with  farmers,  as  we 
flght,  and  then  we  left  and  went  home,  each  one  of  us  consulting 
mr  own  individual  capacities,  and  we  came  back  here  and  made 

report  to  Congress^  and  I  think,  myself,  I  took  rather  a  wide 
lit  to  get  in  touch  with  the  agricultural  sentiment. 
Ir.  Bathrick.  I  have  said  that  this  bill  is  not  agricultural,  but  is 
ncial.     It  is  put  entirely  in  charge  of  the  Secretary  of  the  Treas- 

of  the  United  States.  I  have  the  utmost  respect  and  highest 
ird  for  the  present  Secretary  of  the  Treasury  of  the  United  States, 
you  know  and  I  know  that  other  Secretaries  of  the  Treasury  have 
ad  jobs  in  some  financial  institution  and  some  big  banks,  and  you 
w  that  some  Secretaries  have  been  recommended  to  the  office  by 
big  banking  and  financial  interests  of  this  country. 
7e  talk  about  being  afraid  of  centralization  of  these  banks,  and 
blow  they  will  centralize  themselves.  Why,  then,  put  the  Sec- 
•ry  of  the  Treasury  in  the  position  to  make  and  put  in  force  every 
J  and  regulation  that  will  operate  and  govern  them?  That  is 
it  you  are  going  to  do  if  you  pass  this  bill.  You  will  have  a  cen- 
ization  of  these  banks,  and  people  are  afraid  of  that  sort  of  thing. 

I  tell  you  again  that  I  do  not  believe  they  will  stand  for  it  it 

give  them  a  chance  to  find  out  before  you  act.  The  Secretary 
he  Treasury  under  the  terms  of  the  Moss-Fletcher  bill  is  in  full 
rer;  he  would  make  every  regulation  that  would  govern  these 
ks  and  can  unmake  them  and  make  new  ones.  One  man — the  ad- 
istration  of  the  whole  system  put  in  the  hands  of  one  man.     Even 

Secretary  of  Agriculture  has  no  voice  in  the  administration  of 
law.  It  is  not  proposed  that  any  farm  organization  should  be 
resented  upon  that  organization  board  in  the  bill.     No  leader  of 

farm  organization  was  asked  to  help  make  the  bill, 
"he  rules  and  regulations  of  the  Secretary  of  the  Treasury  are 
)lute  law  in  regard  to  everything.     He  is  given  power  to  run 
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these  banks  just  as  he  wishes;  and  it  is  a  bankers'  bill  from  start  I 
finish  and  there  is  no  question  about  that. 

Cooperative  land  banks?  Why,  we  organize  a  bunch  of  land  btiii 
under  this  bill  and  then^  in  order  to  give  it  some  kind  of  turn  thi 
makes  it  look  as  if  it  mi^ht  be  for  farmers,  we  talk  about  coofm 
tion.  Let  us  look  into  that  cooperative  feature  a  moment.  Than 
$10,000  banks  may,  if  they  want  to,  do  certain  things  if  thgr  n 
farm-land  banks,  "  cooperative."  First,  they  have  to  he  coqieratin 
Let  us  speak  of  what  these  cooperators  get. 

I  will  read  on  page  9  of  the  bill  which  outlines  the  dividend  tm 
ture  of  this  so-called  cooperative  farm-land  bank : 

To  each  owner  of  stock  of  such  corporation  may  first  be  paid  a  dirideod  I 
the  form  of  interest  npon  the  par  value  of  the  shares  of  stock  owned  bj  wti 
owner  of  stock,  computed  at  the  rate  of  interest  generaUy  prevailli^  in  tl 
community  where  such  bank  is  located,  but  not  exceeding  the  legal  rate  of  I 
terest  in  the  State  where  such  banking  corporation  is  j^ituated,  if  said  earnlii 
are  sufficient  for  that  purpose;  otherwise,  to  be  paid  to  each  owner  of  M 
stock  pro  rata  computed  upon  the  par  value  of  such  stock.  The  balance  of  nd 
net  earnings.  ''  if  any/'  shall  be  distributed  among  the  patrons  of  sucb  banldll 
corporation  in  proportion  to  the  amount  of  business  transacted  with  such  bMk 
Provided,  however.  That  in  such  distribution  the  share-owning  patrons  maj,  1 
approved  by  two-thirds  vote,  take  dividends  at  a  rate  of  twice  as  great  as  tbi 
paid  to  the  nonshare-owning  patrons. 

The  authors  of  the  bill  seem  not  to  be  able  to  get  away  from  til 
idea  of  the  "  prevailing  interest  rate,''  which  is  the  bane  of  til 
farmers'  existence.     It  is  the  very  sore  we  want  to  cure. 

Many  of  our  States  have  a  legal  minimum  and  maximum  interei 
rate,  and  some  of  the  States  have  no  maximum  rate  at  all,  leaving 
open  to  any  rate  that  is  contracted  for.  The  lid  is  taken  off  and  fl 
dividend  referred  to  in  this  part  of  the  Moss-Fletcher  bill  to  be  pii 
by  the  stockholders  of  this  cooperative  bank  to  themselves  may  I 
as  high  as  the  house  or  all  they  can  make.     That  is  not  cooperatioi 

Here  are  men  who  have  gone  into  this  bank  business  to  mal 
money  for  themselves,  and  they  care  nothing  for  the  borrower.  Tl 
borrower  borrows,  but  he  has  made  no  investment,  and  those  wl 
have  made  investments  will  find  plenty  of  ways  to  keep  the  borrowi 
from  getting  any  of  the  stockholders'  profits. 

Note  the  words  '"if  any."  Those  were  well  put  in.  Thev  ti 
superfluous  in  the  bill  and  must  have  been  put  there  as  a  revelatifl 
of  the  authors'  expectation  of  what  the  borrowers  would  get.  R« 
again  the  proviso.  It  says  that  if  the  stockholders  wish  to  til 
twice  as  much  as  the  borrowers  they  can  do  so,  if  two-thirds  of  tk 
stockholders  vote  to  keep  this  money.  Is  it  not  absurd  to  think  th 
there  would  not  be  a  unanimous  vote  of  these  stockholders  to  gi^ 
themselves  twice  as  much  as  the  nonshare-owning  patrons  get! 

They  call  that  cooperation !  It  reminds  me  of  the  boy  that  iita 
his  brother,  "  Give  me  a  piece  of  that  apple."  The  brother  said.  **  Nl 
I  won't."  The  other  said,  "  Give  me  the  core."  The  answer  ^m 
"  There  ain't  going  to  be  any  core."  And  there  won't  be  any  M 
to  the  borrower  in  this  proposition.  Talk  about  getting  several  riiafl 
holders  together  and  have  them  vote  to  give  somebody  money  •■ 
think  you  are  protecting  the  other  fellows!  Another  simple  profM 
tion  in  finance ! 

Mr.  Platt.  I  think  you  will  have  qualified  as  a  financier  ntln 
than  as  a  farmer  before  you  get  through. 
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Mr.  Bathrick.  It  seems  in  all  the  construction  of  this  bill  it  is 
ange  that  nobody  happened  to  think  of  the  word  '*  mutual "  where 

borrower  as  well  as  lender  cooperate.  All  over  the  world  there 
to  animal  ever  discovered,  by  Theodore  Roosevelt  or  anybody  else, 
t  looks  like  it  and  bears  the  name  of  "  Cooperation." 
Tiis  co-called  cooperative  bank  is  nothing  but  an  ordinary  stock 
ipany  composed  of  investors  who  put  in  tneir  money  for  the  same 
3on  which  actuate  investors  in  any  other  kind  of  a  stock  company. 
ij  are  not  in  any  sense  cooperative,  but  are  essentially  corporative. 
5y  are  as  much  corporation  as  the  Steel  Trust  or  the  Standard 

Co.  It  is  possible  that  it  may  come  to  pass,  if  some  of  these 
,000,000  land-mortgage  banks  were  in  control  of  an  enormous 
3Uiit  of  such  credit  and  a  very  large  number  of  mortgages  that 
influence  over  their  debtors  would  result  in  the  use  of  this  power 

political  purposes.    Those  of  us,  of  whatever  party,  who  remem- 

the  campaign  of  1896,  will  not  forget  the  eflFect  oi  a  subtle  coer- 
a  practiced  by  creditors  at  that  time.  I  believe  that  phase  of  this 
stion  is  worthy  of  serious  consideration  in  connection  with  the 
mosal  to  build  iip  a  new  system  of  banks. 

[i  a  hoard  of  these  smaller  banks  should  go  into  operation,  I  be- 
ve  they  would  have  to  clear  through  the  larger  banks  and  their 
>dit,  and  the  credit  of  their  patrons  would  practically  be  con- 
dlea  by  the  big  banks.  If  this  conception  of  a  condition  should 
iterialize,  it  will  lead  the  tentacles  of  nnancial  influence  into  every 
mer  of  the  land  and  elaborate  the  power  of  finance  beyond  the 
fUest  dream  that  ever  touched  the  fancies  of  any  J.  Pierpont 
iorgan. 

I  made  a  memorandum  just  before  I  went  to  lunch.  I  do  not  know 
llether  I  can  find  it  or  not.  It  was  on  this  subject. 
Mr.  Pi-ATT.  Under  your  bill,  would  it  take  the  Government  as  long 
inake  a  loan  to  a  larmer  as  it  does  to  decide  on  a  post-office  site? 
ICr.  Bathrick.  I  do  not  know  how  long  it  tabes  to  select  a  site, 
1,  therefore,  I  can  not  answer  that  question.  I  ftot  one  for  my 
trict  with  reasonable  expedition.  It  would  not  take  long  for  the 
^eau  to  decide  on  a  loan. 

jtentlemen,  I  think  Mr.  Moss  has  gone  far  afield  and  he  is  fear- 
ly  wrong,  but  I  believe  he  is  trying  the  best  he  can  to  settle  this 
^ion  right.  But  when  you  are  doing  this  thing,  think  of  that 
td  "'mutual,"  and  try  to  consider  it.  Consider  °  mutuality "  in 
f  of  these  plans.  If  you  are  going  to  do  this  work  right,  and  if 
1  are  to  give  any  assistance,  give  it  to  mutual,  real,  not  fake  co- 
srative  institutions,  where  self-help  and  Government  aid  of  the 
tt  cooperation  on  earth  shall  go  hand  in  hand.  Our  Government  is 
it  Idnd  of  cooperation.  Do  not  lend  Government  aid  in  any  shape 
or  permit  the  use  of  the  Government's  credit  by  any  private  banlk- 
I  who  are  merely  out  for  the  purpose  of  personal  gain.  They  care 
thing  for  our  national  policy.  To  do  that  for  them  would  be  add- 
r  insult  to  injury. 

L)ne  gentleman  of  the  committee  said  something  about  guarantee- 
i;- bonds,  I  believe.  Of  course,  I  did  not  understand  what  he  meant^ 
i  I  had  not  any  idea  that  any  one  would  propose  to  guarantee  the 
ttds  of  the  private  banks.  Such  a  proposition  would  be  the  limit, 
i  I  would  Know  of  nothing  more  absurd  or  foolish  that  could  be 
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done  to  incur  the  displeasure  of  the  people  of  this  country.  Any  one 
who  would  make  such  a  proposition  and  still  object  to  Government 
loans  would  be  frightfully  in  error.    If  we  are  ever  called  upon  to 

guarantee  bonds  for  these  private  profit-seeking  bankers,  and  thus 
ave  the  Government  take  tne  risk,  then  no  sane  man  could  say  thit 
the  Government  should  not  do  the  lending  itself  and  take  the  prcfiL 

There  are  two  or  three  ways  to  help  farm  credit  better  than  the 
Moss- Fletcher  bill.    The  best  way  is  Government  loans. 

1  want  to  make  some  short  comparisons  here,  just  as  a  summing  up. 

Government  loans  will  carry  the  national  policy  everywhere;  the 
bank  plan  will  carry  it  out  in  very  few  places. 

The  Government  loans  could  make  the  interest  uniform  every- 
where ;  bank-plan  loans  would  have  a  diflFerent  rate  of  interest  almost 
everywhere.  Government  loans  need  not  wait  for  State  action,  but 
will  work  where  help  is  most  needed ;  the  bank  plan  must  wait  for 
State  laws  and  will  help  least  where  most  needed. 

Government  loans  would  make  a  profit  in  two  ways  for  all  the 
people.  One  way  would  be  a  cash  profit  from  the  margin  on  loans 
I  have  shown  in  previous  hearings  that  the  cash  profit  would  be  suf- 
ficent  annually  without  taxing  the  people  a  penny  to  pay  the  entire 
cost  of  maintaining  and  constructing  good  roads  under  the  Shackk- 
ford  good-roads  bill.  The  other  profit  would  be  also  for  all  the 
people  and  expressed  in  a  widespread  beneficence  aflFecting  not  only 
agriculture  but  everybody  in  the  city  as  well.  It  would  be  ^ving 
these  profits  first  hand  and  direct  by  the  quickest  and  best  way  it  an 
be  done  and  not  by  the  slow  indirection  of  relegating  our  great 
national  policy  to  the  mercies  of  profit-seeking  banks. 

The  bank  plan  will  make  a  profit  for  a  tew  pjeople,  mostly  for 
those  who  have  been  lending  money  to  farmers  at  nigh  rates  and  who 
have  created  these  very  conditions  we  are  trying  now  to  cure. 

Mr.  Platt.  Could  we  not  get  the  automobile  manufacturers  in- 
terested in  that  bill? 

Mr.  Bathrick.  No.  I  will  tell  you  what  we  can  do,  though :  Put 
through  your  bank  plan;  let  the  farmers  nay  interest  to  the  banb 
instead  of  the  Government,  and  let  the  bankers  buy  the  automobiles, 
and  then  tax  the  farmer  to  build  roads  for  him  to  run  his  automobile 
over.    That  is  what  we  can  do. 

Government  loans  give  a  much  lower  annual  burden  and  cost  t© 
the  farmer.  On  bank  loans  no  one  can  tell  what  the  cost  will  be. 
It  will  be  as  high  as  profit  seekers  can  make  it,  because  they  are 
there  for  the  purpose  of  making  a  profit. 

Government  loans  will  secure  money  for  all  sections,  and  enough  of 
it.  The  bank  plan  bids  fair  not  to  secure  enough  in  most  sections 
at  any  interest  rate. 

Government  bonds  based  on  mortgages  and  the  Government  credit 
will  sell  at  the  lowest  possible  rate.  Bank-plan  debentures  may  not 
sell  at  all  at  a  low  rate. 

Government  loans  will  encourage  agriculture,  encourage  loyalty 
of  the  people  of  this  country,  and  make  them  believe  that  the  Gc«r- 
ernment  is  doing  something  for  them  instead  of  for  the  btnb> 
Bank-plan  loans  will  scarcely  afford  proof  that  we  are  doing 
thing  for  the  whole  people. 


Digitized  by 


Google 


BURAI.  CBEDITS.  887 

Government  loans  will  not  build  up  another  centralized  money 
power.  Bank-plan  loans  will  increase  centralization  of  money  and 
will  create  a  new  dragon  to  harass  us.  These  baiiks  will  centralize 
and  they  will  come  back  into  this  House  time  and  again  and  say: 
"We  want  some  more  legislation  and  help  in  this  and  that."  They 
will  say :  "  See  what  we  are  doing  for  the  farmers."  Thev  will  bring 
the  full  power  of  that  "  farmer  talk  "  before  Congress.  Ii  you  organ- 
ize this  system  of  banks  and  you  do  not  do  anything  for  them  now 
in  the  way  of  Government  aid,  it  will  not  be  nve  years  before  they 
will  come  here  and  ask  for  more  Government  aid  to  help  them  help 
the  farmer.  That  is  what  will  happen.  They  will  want  just  what 
they  now  profess  to  condemn. 

Government  loans  will  make  profit  for  all  the  people.  Bank-plan 
loans  will  make  profit  for  a  few  people. 

Government  loans  without  further  law  settles  the  question  of  tax 
on  mortgages  without  giving  special  privilege  to  a  few  bankers. 
The  mortgages  would  belong  to  the  United  States,  and  would  not 
be  taxable.  The  bonds  are  not  taxed,  and  that  settles  that  vexatious 
question  at  one  stroke. 

Bank  loans  require  this  drastic  special  privilege  of  exemption 
from  tax,  with  much  more  profit  from  it  to  the  bankers  than  to  the 
people. 

Government  loans  will  do  the  great  thing  we  need  to  do  in  a  whole- 
some and  beneficent  way,  and  tne  policy  of  conservation  of  agricul- 
ture will  be  in  the  hands  of  those  who  care  for  the  policy  and  want 
it  carried  out.  Bank  loans  will  leave  the  policy  in  the  hands  of 
those  who  have  their  eye  on  the  dollar  and  do  not  care  anything 
about  the  conservation  of  agriculture. 

Government  loans  is  cooperation  of  the  people  for  mutual  benefit 
in  the  ^eatest  sense.  Talk  about  cooperation;  we  believe  in  coop- 
eration m  the  highest  sense  and  in  every  sense  and  in  every  function 
of  it.  We  apply  that  in  this  Government  itself — the  people  own  it 
and  run  it;  and,  as  I  said  before,  there  is  no  reason  why  the  people 
can  not  borrow  money  from  themselves  and  loan  it  back  to  them- 
selves. 

The  Moss- Fletcher  bill  bank  plan  of  loans  has  no  element  of  coop- 
eration— is,  instead,  pure  "corporation,"  with  all  the  elements  of 
corporate  greed  and  all  the  functions  required  to  prey  upon  the 
people  that  any  other  corporation  possesses. 

Now^  gentlemen,  I  am  going  to  speak  of  one  more  rumor.  I  have 
heard  it  said  you  are  going  to  jam  this  Moss-Fletcher  bill  through. 
I  do  not  believe  it.  I  would  not  infer  that  that  was  going  to  be 
done  in  any  way,  shape,  or  manner;  but  wait  for  your  time.  This 
thing  does  not  have  to  be  done  all  in  a  week.  Take  time  and  develop 
sentiment.  Sentiment  is  crystalizing.  We  should  represent  the 
sentiment  of  the  people.  Let  us  find  out  what  the  sentiment  of  the 
people  is.  I  believe  my  proposition  is  the  best,  but  let  us  find  out 
what  the  people  want.  I  believe  it  will  work.  It  is  right,  and  the 
best  thing  for  the  people  of  this  country,  and  it  has  no  possible  greed 
or  avarice  in  it.  We  should  not  talk  altruism  and  national  policy 
and  then  turn  it  over  to  private  profit  seekers  to  work  out  of  it  as 
much  money  as  they  can.    This  legislation  is  altruism;  it  is  phi- 
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lanthrop5[ ;  it  is  for  all  the  j)€ople  of  the  country  instead  of  a  few 
bankers.  *  I  believe  if  you  will  study  this  question  a  little  further 
and  not  be  in  too  great  a  hurry,  this  committee  will  have  the  credit 
of  doing  the  biggest  thing  ever  done  in  any  American  Congrea 
I  will  say  to  you  that  our  new  banking  and  currency  bill,  and  oorj 
tariff  bill,  and  all  the  bills  that  have  been  considered,  so  far  as  ihsj  ■ 
affect  every  inan,  woman,  and  child  in  this  country,  are  nothing 
in  their  beneficent  effect  on  the  people  as  will  be  a  good  bill  coming 
from  this  committee,  such  as  I  know  you  are  earnestly  striving  to 
bring  out    If  you  do  it  right  you  will  get  the  credit. 

Mr.  Weaver.  How  much  time  do  you  think  we  ought  to  take 
to  do  it? 

Mr.  Bathhick.  I  tiiink  you  need  some  time  yet. 

Mr.  Weaver.  Doyou  think  we  ought  to  do  it  this  Congress! 

Mr.  Bathrick.  Well,  I  do  not  Imow.  I  am  inclined  to  thinl 
that  a  little  later  on,  perhaps  the  next  session,  we  will  be  in  a  goo( 
deal  better  shape  to  do  it  than  now. 

STATEMENT  OF  HON.  RALPH  W.  MOSS,  A  KEPBESENTATIYE  0 
CONQKESS  FBOM  THE  STATE  OF  INDIANA. 

Mr.  Moss.  Gentlemen  of  the  committee,  before  I  commence  what 
want  to  say,  I  shall  take  up  Senator  Norris's  question  to  Dr.  Coolte 
if  he  will  permit  me  to  answer  it,  namely,  Will  Government  guarani 
give  a  lower  rate  of  interest?  My  judgment  is,  gentlemen,  it  will 
the  start,  but  I  do  not  believe  it  will  after  the  system  is  in  succcssf 
operation. 

Government  bonds  in  Europe  do  not  sell  at  a  higher  price  nor  < 
they  bear  a  lower  rate  of  interest  than  do  land  bonds;  and  I  thii 
we  will  agree  that  the  final  rate  at  which  money  can  be  borrow 
will  be  determined  upon  that  basis ;  and  unless  it  can  be  shown  th 
Government  bonds  will  bear  a  lower  rate  of  interest  or  command 
higher  price  in  the  market  than  will  land  bonds  where  they  a 
selling  in  competition,  as  they  have  sold  for  from  50  to  100  yea 
it  will  be  admitted  that  Government  guaraty  can  not  affc 
favorably  the  rate. 

Senator  Nokris;  In  your  judgment,  how  long  would  it  be  befn 
the  rate  of  interest  on  these  bonds  would  be  as  low? 

Mr.  Moss.  I  believe,  Senator,  in  such  States  as  Illinois.  Iiuliar 
Ohio,  and  Iowa  that  just  as  soon  as  mortgage  debt  is  relievevl  ^ 
taxation  and  bonds,  based  upon  the  best  of  security — real  estate— a 
perniitted  to  go  upon  the  market  free,  that  in  those  sections  of  tl 
country  the  interest  rate  would  drop  practically  as  low  as  the  ft<^ 
ernment  rate. 

In  concluding  niy  discussion  of  this  subject,  I  want  to  answer,  in 
short  way,  some  of  the  objections  which  have  been  brought  in  ^gAM 
this  bill  by  those  who  have  discussed  it.  I  do  not  wish  to  argue  ai 
question  upon  which,  having  equal  infonnation,  men  might  honest 
differ.  Such  questions  are  for  the  committee  to  decide.  I  shall  i 
fer  only  for  a  minute  to  Mr.  Bathrick's  bill,  and  I  would  not  disci 
Mr.  Bathrick's  bill  at  all  of  it  were  not  for  the  fact  that  both  in  t 
record  before  the  committee  and  in  a  speech  in  the  House  he  1 
referred  directlv  to  U\^  ¥\^VcWy-Moss  l)ill  as  a  scheme  bv  \Nh 
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^^ks  can  made  a  profit.  In  his  speech,  which  he  delivered  on  the 
JH)r  of  the  House,  he  states  under  his  bill  the  annual  profit  to  the 
»ovemnient  would  be  $25,000,000.  The  profit  to  the  Government 
J  limited  under  the  tenns  of  his  bill  to  1  per  cent;  half  of  that 
iUi  be  paid  to  farm  organizations  which  guarantee  the  loans.  There- 
t>re,  tne  farm  organizations  in  this  country  would  also  make  an 
»mual  profit  of  $25,000,000  under  his  bill,  which  is  precisely  the 
riticism  he  makes  of  the  Moss- Fletcher  bill. 

Mr.  Bathrick.  Will  the  gentleman  yield  ? 

Mr.  Moss.  I  shall  be  glad  to  if  it  is  not  taken  out  of  my  time. 

Mr.  Bathbick.  I  wish  to  state  that  my  table  of  profits  is  predi- 
ited  on  a  3  per  cent  basis. 

Mr.  Moss.  Then  he  shows  how  this  works  out  by  saying : 

In  my  county  there  are  about  $800,000  of  farm  first  mortgages  upon  farm 
^mes.  In  tbis  indirect  lending  on  these  mortgages  the  Government  would  pro- 
ide  that  the  farmers  of  this  country  should  organize  a  farm-credit  association 
ith  a  capital  of,  say,  $10^000.  This  association,  conforming  to  certain  rules 
id  regulations,  would  act  as  the  agent  of  the  Government  in  appraising,  in- 
)ecting,  and,  perhaps,  making  collections  on  these  mortgages.  The  associa- 
tm  would  indorse  the  mortgage  notes.  For  this  service  the  Government  would 
ly  it  annually  not  to  exceed  one-half  of  1  per  cent  on  the  sum  of  the  loans, 
bis  would  assure  the  success  of  the  local  farm-credit  association  at  once,  and 
ould  leave  it  to  employ  its  own  capital  in  making  short-time  loans. 

Here  is  a  proposition  from  Mr.  Bathrick  that  $1  of  capitalput  up 
y  the  farmers  should  guarantee  $80  of  loans  taken  by  the  Grovern- 
lent;  under  our  bill,  $1  in  capital  can  only  guarantee  $15  in  loans. 
?en  thousand  dollars  should  guarantee  $800,(^.  For  this  guaranty 
bese  farm  organizations  shall  be  paid  by  the  Grovemment  $4,000, 
^hich  is  one-half  of  1  per  cent  upon  $800,000.  This  payment 
noimts  to  4  per  cent  per  year  upon  the  capital  of  the  organization, 
ad  yet  they  would  have  their  own  money  free  to  loan  out  on  short- 
hm  loans.  That  is  what  he  says  constitutes  self-help  with  Govern- 
ment aid. 

Mr.  Bathrick.  I  do  not  want  to  interrupt  the  gentleman,  and  I 
ill  say  here  that  he  did  not  interrupt  me  at  all,  did  not  ask  me  a 
iiestion. 

Mr.  Moss.  I  am  perfectly  will  that  you  should  do  so,  only  I  c^o 
:>t  want  it  taken  out  of  my  time. 

Mr.  BuLKLEY.  As  far  as  taking  it  out  of  your  time  is  concerned, 
€  are  not  going  to  limit  you ;  but  the  point  is  that  as  the  afternoon 
oes  by  you  will  find  some  of  the  gentlemen  slipping  away. 

Mr.  Moss.  I  am  not  presenting  this  as  a  criticism  on  Mr.  Bathrick's 
lea  or  his  plan.  I  do  not  want  it  so  understood.  I  think  Mr.  Bath- 
ick  has  certainly  the  right  to  present  any  view  that  he  chooses  before 
lis  conmiittee,  but  what  I  do  insist  upon  is  that  Mr.  Bathrick 
oes  not  stand  very  consistent  in  criticising  the  commission's  bill  be- 
ause  it  is  possible  for  a  bank  to  make  some  profit  under  its  terms, 
Bd  yet  present  his  own  bill  containing  a  proposition  that  at  least 
guarantees  private  corporations  these  very  handsome  profits;  and 
ising  his  own  illustration  to  the  people  of  his  own  county,  it  would 
e  possible  for  farm  organizations  of  $10,000  caj^ital  to  come  to 
he  Government  and  receive  4  per  cent  annual  dividends  without  any 
uaranty,  and  yet  would  have  their  capital  free  to  loan  out  at  inter- 
st  to  members  of  their  organization. 
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Mr.  Bathrick  repeatedly  criticizes  a  capital  of  $10,000  in  the 
Fletcher  bill,  but  desires  to  encourage  the  organization  of 
of  the  same  capital  under  the  terms  of  this  bill.  He  criti< 
bank  of  $10,000  capital  in  the  Moss-Fletcher  bill  being  permi 
appraise  real  estate  for  the  purpose  of  loaning  money  for  wh 
capital  is  pledged  at  the  ratio  of  $1  to  $15,  out  desires  to 
organizations  of  $10,000  capital  to  appraise  real  estate  for  G 
ment  loans  with  a  pledge  of  only  $1  to  $80.  He  criticizes  pi 
private  organizations  under  the  Moss-Fletcher  bill  where 
organizations  give  complete  service,  but  desires  to  obligate  tin 
ernment  to  pay  4  per  cent  profit  on  capital  of  private  corpc 
for  incidental  service  only. 

Gentlemen,  with  that  I  am  going  to  dismiss  the  Bathrick  b 
cepting  one  other  general  observation. 

It  is  rather  remarkable  to  me  that  bonds  which  would  be 
and  mortgages  based  upon  real  estate  under  the  banking  plan 
have  such  doubtful  value  as  Mr.  Bathrick  would  seem  to  in 
and  yet  if  these  mortgages  were  held  direct  by  the  United  I 
they  would  be  so  good  that  the  Government  could  not  lose  a 
the  system  of  appraisement  being  practically  the  same,  th( 
banks  doing  the  appraisement. 

Before  I  pass  it,  and  while  it  is  fresh  in  my  mind,  I  desire 
attention  to  the  principles  of  the  cooperative  bank.  Mr.  Ba 
criticized  the  provision  that  one  part  or  the  profits  could  be  distr 
to  those  who  were  not  patrons.  The  reason  for  that  is  qui 
parent,  and  I  had  expected  Dr.  Coulter  to  present  it  or  I  shoul 
presented  it  before.  The  par  value  of  the  cooperative  ban! 
placed  at  $25,  to  make  it  possible  for  any  farmer  to  pure 
share  and  as  an  incentive  for  all  people  to  take  out  founders' 
the  bank  was  permitted  to  distribute  the  profits  largely  amon^ 
holders.  That  is  the  only  reason  we  provided  that  stock! 
should  have  a  higher  rate  of  dividend  than  outside  person 
may  patronize  the  bank. 

The  next  question  I  want  to  take  up,  with  your  permission, 
minority  report. 

That  there  may  be  no  misunderstanding  about  the  minori 
port,  I  will  say  that  it  is  not  a  minority  report  of  the  United 
commission.  The  American  commission  did  submit  a  minor! 
port.  There  was  a  difference  of  opinion  between  their  memb 
and  not  that  of  the  United  States  commission.  The  United 
commission  gave  them  a  confidential  copy  of  its  report,  whic 
unanimous  report,  and  in  which  the  American  commission  w 
asked  either  to  join  or  to  dissent,  recognizing  that  they  had  tb 
privilege  to  present  criticisms  as  any  other  interested  citizens 
to  speak  of  it  as  a  minority  report  in  the  sense  that  it  emanate 
or  expresses  the  views  of  every  member  of  the  United  States  cc 
sion,  of  course,  is  not  correct,  and  is  not  so  intended  bv  the  a 
of  it. 

I  want  to  call  your  attention  to  the  fact  that  when  this  repo 
written,  which  was  in  December  last,  it  presented  a  propositi 
State  banks  and  compulsory  federation  of  State  banks:  that 
central  bank  in  a  State,  with  all  other  banks  in  that  State  h 
a  membership  in  such  central  bank.    Later  on  additional  legi 


Digitized  by 


Google 


RURAL  CREDITS.  891 

unite  these  State  banks  would  be  desirable  on  part  of  the  Federal 

►vemment  under  some  similar  plan  as  originally  proposed  by 

nator  Fletcher. 

Senator  Hollis.  Which  report  are  you  reading  from? 

Mr.  Moss.  I  am  reading  now  from  the  minority  report: 

The  subscribers  hereto  are  inclined  toward  State  organization  and  regula- 
«  ontil  a  sufficient  number  of  States  liave  built  up  such  a  system  to  a  point 
successful  conclusion,  and  then  to  advocate  Federal  legislation  looking 
^ard  federating  the  State  centrals,  somewhat  after  the  plan  proposed  by 
nator  Duncan  U.  Fletcher,  the  chairman  of  the  American  and  the  United 
ates  commissions  under  the  certain  terms  and  conditions  to  be  then  deter- 
Ined.  This  might  be  highly  necessary  at  that  time,  in  order  to  find  a  cheaper 
d  world-wide  market. 

Now,  when  Mr.  von  Engelken,  for  whom  I  have  a  very  high  re- 
ird,  came  before  the  committee,  he  arguel  for  precisely  that  system ; 
it  when  Mr.  Jones  came  before  the  committee,  having  at  that  time 
langed  his  mind — and  I  shall  quote  from  his  record — he  advo- 
ited  that  the  question  of  a  federation  should  not  be  compulsory 
it  should  be  voluntary.  I  want  to  call  your  attention  to  the  fact 
lat  Mr.  Jones's  testimony  before  the  committee  does  not  bear  out 
I  any  degree  the  minority  report  as  originally  written.  I  will 
»d  Mr.  Jones's  testimony  to  you  upon  that  point.  You  will  find  it 
1  page  52,  part  13,  of  hearings : 

Mr.  Platt.  Would  you  fix  the  number  of  central  banks  that  would  be  allowed 
federate? 

Mr.  Jones.  No,  sir. 

Mr.  Moss.  Then  your  idea  is  to  provide  for  voluntary  federation? 
Mr.  Jones.  So  far  as  I  am  personally  concerned,  yes. 

So  that  Mr.  von  Engelken  and  Mr.  Jones,  who  are  both' signers 
f  this  minority  report,  differed  radically  before  your  committee  in 
leir  testimony.  We  ought  to  have  some  little  fun  out  of  these 
3arings,  and  I  shall  call  attention  to  Mr.  Jones's  testimony  in  regard 
.  these  little  $10,000  banks. 

Probably  I  had  better  read  from  the  original  record.  On  page  19, 
irt  13,  is  the  following : 

Now,  the  Fletcher-Moss  bill  has  built  up  a  vast  number  of  little  units.  Every 
mmunity  which  can  raise  $10,000  can  have  its  own  little  mortgage  bank. 

After  talking  on  awhile  (p.  25),  he  says: 

Under  this  Fletcher-Moss  bill,  gentlemen,  I  do  not  believe  we  will  have  any 
aall  banks,  or  if  so,  that  they  could  long  survive.  There  is  no  maximum  limita- 
>n,  mind  you,  as  to  capital.  It  would  result,  therefore,  in  the  establishment 
a  number  of  large  banks. 

On  page  35  is  the  following : 

Therefore,  I  am  confident  in  my  mind  that  the  law  would  be  a  dead  letter, 
I  far  as  rendering  any  relief  to  our  agricultural  interests,  if  these  little  banks 
lould  be  permitted  to  organize  without  federating. 

In  the  same  paragraph,  on  the  same  page,  he  says : 

I  am  assuming  there  would  be  no  smnll  banks  under  the  Fletcher-Moss  bill, 
id  I  feel  confident  in  that  assumption. 

And  then,  on  page  49,  he  says : 

I  haye  no  doubt  whatever,  gentlemen  of  the  committee,  from  my  knowledge 
promoters,  but  what  there  would  be  a  great  many  small  banks  organized 
ider  the  Fletcher-Moss  bill  for  the  express  puriwse  of  floating  a  lot  of  bonds 
id  then  getting  out  from  luider. 
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Now,  I  have  always  understood  that  in  arguing  a  proposition  i 
lawyer  may  change  his  position  as  often  as  the  interests  of  his 
client  demands  it.  but  a  banker,  of  necessity,  was  confined  to  the 
facts  in  the  case,  so  I  am  calling  your  attention  to  the  very  rapid 
change  of  opinion  in  regard  to  Mr.  Jones's  testimony  relative  to 
the  success  oi  the  $10,000  banks. 

In  this  connection,  there  is  one  question  which  I  consider  im- 
portant, because  it  constitutes  a  very  serious  charge  against  the  bill, 
and  if  it  is  true,  the  bill  ought  to  go  into  the  wastebasket.  Mr.  Jones 
said: 

I  have  no  doubt  whatever,  gentlemen  of  the  committee,  from  my  knowledce 
of  promoters,  but  what  there  would  be  a  great  many  small  unit  banks  or^aniied 
under  the  Fletcher-Moss  bill  for  the  express  purpose  of  floating  a  lot  of  bonds 
and  then  getting  out  from  under. 

He  used  the  word  "  wildcatting "  a  little  bit  later  in  ccxmeciioD 
with  the  same  criticism  on  the  bill. 

I  received  through  a  banking  concern  in  New  York  a  copy  of  the 
letter  repeating  this  charge.  I  have  it  here,  and  probably  I  had 
better  read  from  it  for  the  record  to  show  the  similarity  of  Ae 
charge  and  how  widely  spread  that  idea  is.  This  is  dated  Mardi  5, 
1914.  It  is  a  copy  sent  me  from  New  York,  stating  it  was  received 
from  a  western  capitalist.    In  it  are  these  words: 

In  other  words,  the  possibility  of  loss  under  this  cooperating  farm-land  bftnk 
provision  are  such  as  to  compare  favorably  with  the  possible  loss  trader  tlit 
get-rich-quick  schemes  which  have  been  put  out  in  the  past 

Naturally  35  men  owning  land  in  a  certain  district  could  get  togetber.  or- 
ganize a  coor)erating  bank,  appraise  one  another's  land  at  several  times  It  actvil 
value,  execute  loans  to  the  bank  for  50  per  cent  of  their  appraisal,  issoe  bcndf 
against  those  mortgages,  sell  the  bonds,  and  leave  the  bondholder  to  hold  tlir 
sack.  Yet  the  bonds  would  be  offered  under  such  advertising  as  would  coovioee 
the  unsophisticMted  that  they  were  practically  guaranteed  by  the  United  Stats 
Government.  It  seems  to  us  that  there  is  great  possibility  of  fraud  in  tbUs 
provision  of  the  bill. 

The  bill  they  are  criticizing  limits  the  loan  to  any  one  individoal 
to  20  per  cent  of  the  capital  stock.  I  am  going  to  take  this  illastn- 
tion  01  15  men  in  organizing  a  bank  of  $10,000  capital.  Fifteen  men 
in  organizing  a  bank  could  Dorrow  out  of  it  $30,000  under  the  terms 
of  the  bill.  This  sum  is  the  maximum  sum  they  could  secure,  and 
in  order  to  do  this,  first,  there  must  be  $10,000  in  cash  paid  into  the 
bank,  and  then  there  must  be  $10,000  of  liability  assumed  under  the 
terms  of  the  bill,  making  a  combined  asset  of  $20,000.  A  bank 
loaning  $10,000  of  its  capital  would  receive  as  security  $10,000  worth 
of  mortgages.  Avhich  is  supposed  under  the  system  of  appraisement 
to  represent  $20,000  in  value  of  real  estate.  The  bank  would  then 
have  to  sell  $10,000  in  bonds  before  they  could  loan  the  second  $10,000. 
They  would  have  then  $20,000  in  cash  loaned  and  would  hold  $20,000 
in  mortgages:  the  bank  would  also  be  liable  for  $10,000  in  bcHids. 
Now,  if  they  hmned  out  the  other  $10,000,  making  $30,000,  they  would 
receive  $10,000  more  in  mortgages  and  would  sell  $10,000  more  <rf 
bonds.  They  would  then  have  $30,000  in  mortgages,  which  wouW 
represent  $60,000  worth  of  real  estate,  and  they  would  have  $20,000 
worth  of  bonds  outstanding.  Now,  the  question  is.  Is  the  $6OJ)00 
of  real  estate  plus  the  $10,000  in  liability  of  the  shareholders  wordi 
the  $20,000  of  bonds  ?  That  would  be  the  question.  To  maintain  the 
criticism  it  must  be  shown  that  the  liability  of  the  shareholders  plus 
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the  full  value  of  the  mortgaged  security  would  not  redeem  the  bonds 
imtstanding.  There  would  nave  to  be  at  least  two  issues  of  bonds, 
und  the  entire  issues  would  have  to  be  sold ;  these  bonds  would  have 
to  be  passed  upon  by  the  United  States  bank  examiner  and  by  the 
Purchasers  of  the  securities.  Does  any  member  of  the  committee 
>elieve  that  wildcatting  would  be  possible  under  such  restrictions? 
Mr.  von  Engelken  presented  a  different  proposition.     He  said  that 

0  men  could  organize  a  bank,  mutually  over  appraise  their  own 
uids  and  successfully  defraud  the  bondholders.  Under  this  system 
Bch  man  would  have  to  pay  in  $1,000  in  cash  and  assume  $1,00^ 
Q  liability  before  he  could  borrow  $2,000  out  of  the  bank.  In  order 
D  loan  $20,000  the  bank  would  have  to  issue  and  to  sell  $10,000  in 
K>nds  and  would  hold  $20,000  in  first  mortgages,  representing 
40,000  in  value  of  appraised  real  estate.  The  bank,  then,  to  re- 
leem  $10,000  in  bonds  outstanding,  which  would  be  the  entire 
onount  of  bond  issue,  would  have  the  liability  of  shareholders 
anounting  to  $10,000,  and  $20,000  of  first  mortgages,  representing 
^0)000  of  real  estate.  The  case  presented  is  preposterous.  I  submit 
bat  no  sane  man  would  pay  in  $1,000  cash,  assume  $1,000  in  liability, 
Bortgage  $2,000  of  real  estate,  in  order  to  get  a  loan  of  $2,000  with 

1  view  of  swindling  a  bank.  The  character  of  the  shareholders,  their 
pesponsibility,  and  the  granting  of  a- charter  are  all  to  be  passed 
opon  by  the  Treasury  Department.  Charters  may  be  granted  or 
lefused.  The  comptroller  is  given  the  right  to  force  a  liquidation 
it  any  time,  and  repayments  must  begin  within  six  months  from  the 
panting  of  the  first  loan. 

Now,  Mr.  Jones's  idea,  when  he  spoke  about  "getting  out  from 
mder,"  brings  up  this  fact,  that  no  officer  or  shareholder  can  take 
uxy  moneys,  excepting  the  administration  charge  of  the  bank,  with- 
out committing  embezzlement  and  larceny.  As  soon  as  any  money 
18  paid  into  the  bank  it  must  be  paid  directly  to  the  bondholder, 
utter  on  the  principle  or  the  interest  of  his  bond.  Therefore,  there 
18  not  any  possibility  of  looting  the  banlc  in  the  manner  suggested  by 
lis  language. 

The  only  possiblity  would  be  to  cheat  in  the  appraisement.  I 
liall  come  to  that  again;  but  I  call  particular  attention  to  the  fact 
[iat  it  would  be  impossible  under  the  terms  of  the  bill  to  use  the 
ioney  of  the  bank  in  wildcatting  or  promoting  schemes  of  any  char- 
cter  whatsoever. 

I  have  some  reason  to  complain  that  the  gentlemen  who  have 
iresumed  to  discuss  this  bill  have  not  studied  it  long  enough  to 
ecome  acquainted  with  its  provisions;  and  I  am  sure  that  if  Mr. 
lathrick  had  read  this  bill  as  carefully  as  he  has  read  some  other 
iterature  many  of  the  criticisms  which  he  has  made  upon  the  bill 
ronld  not  have  been  made. 

iSr.  von  Engelken  said  that  he  took  this  bill  with  him  to  prayer : 
kat  was  his  expression  to  show  how  earnestly  he  had  studied  it; 
nd  yet,  after  having  studied  it  in  that  prayerful  manner,  he  said 
hat  he  could  not  find  any  provision  under  which  a  bank  could  be 
iquidated;  and  yet  in  section  10  of  the  bill  ample  power  is  given 
o  the  commissioner  of  land  banks  to  liquidate  it.  And  Mr.  von 
Sngelken  seemed  to  think  that  he  had  carefully  studied  its  pro- 
isions. 
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Now,  Mr.  Bathrick  studied  it  carefully,  he  said,  and  he  could  not 
find  any  way  in  which  a  bank  could  be  organized  and  go  into  opera- 
tion  in.  a  State  until  all  the  laws  of  that  State  was  changed.  wW 
he  was  reading  about  \"as  that  the  bonds  could  not  be  used  as  invest- 
ment for  certain  trust  funds  until  certain  changes  in  some  State 
laws  were  made,  and  yet  the  bank  could  be  organized  and  operatd 
in  any  State  in  the  Union  the  moment  this  bill  became  a  law,  under 
the  terms  of  it  as  it  is  now  written. 

Mr.  Bathbick.  Will  the  gentleman  yield  for  a  moment? 
^  Mr.  Moss.  Yes ;  certainly. 

Mr.  Bathbick.  You  do  not  expect  to  sell  your  bonds  under  the  bill 
until  these  provisions  for  legalizing  them  are  put  in  force,  do  youf 

Mr.  Moss.  If  anybody  wants  to  buy  them,  yes. 

Mr.  Bathbick.  You  do  not  expect  that  they  will  sell  well  until  yoo 
do  that,  do  you  ? 

Mr.  Moss.  It  may  be  said  as  to  that  provision  that  there  will  be 
greater  opportunity  for  the  disposal  of  the  bonds  if  the  State  Uwg 
were  made  more  favorable  and  more  nearly  uniform,  but  that  does 
not  prevent  the  bill  itself  from  going  into  operation  and  may  not 
materially  affect  the  market  value,  as  it  does  not  in  any  manner  affect 
the  security  on  which  the  bond  is  issued. 

Now,  Mr.  Jones  is  a  banker,  and  there  is  absolutely  no  difference 
between  his  testimony  and  the  Moss-Fletcher  bill,  excepting  that  he 
is  in  favor  of  a  central  bank,  which  can  have  as  many  branches  as  it 
chooses.  Under  the  Moss-Fletcher  bill,  as  written,  the  bank  could 
have  as  many  agencies  as  it  chooses. 

In  the  Jones  bill  the  small  banks  would  be  units,  voluntarily 
federated;  in  the  Moss- Fletcher  bill  the  small  banks  would  be 
called  agencies.  In  both  bills  the  minimum  capital  would  be  the 
same,  viz,  $10,000  capital,  and  their  bond  liability  would  be  the  same, 
viz,  15  to  1. 

Now,  there  is  one  other  point  that  I  might  mention.  Mr.  Jones 
undoubtedly  knows  that  there  are  no  small  banks  in  this  country 
under  national  law.  And  there  is  no  provision  by  which  Congress 
can  compel  these  land-mortgage  banks  or  any  other  Federal  banks 
to  federate  with  an  existing  bank  under  State  law.  They  can  vol- 
untarily federate;  hut  they  can  do  so  just  as  freely  under  one  bill  as 
under  the  other.  Yet  in  this  report  here  [indicating]  the  minoritr 
says  that  one  of  the  advantages  of  its  system  is  that  they  will  have 
the  moral  support  of  existing  State  banks. 

Now,  Mr.  Jones  knows  as  a  legal  proposition,  and  this  committee 
knows  as  a  legal  proposition,  that  you  can  not  organize  a  joint-stock 
bank  under  tJnited  States  law  and  compel  any  State  banfe  to 
enter  into  any  relation  with  it,  except  such  as  may  voluntarily  be 
assumed.  It  would  be  just  the  same  under  one  system  as  under  the 
other.  I  admire  his  ingenious  reasoning  on  that  proposition,  but 
whatever  may  be  the  value  of  this  relation  between  State  and  Fed- 
eral banks,  it  is  just  as  great  under  one  bill  as  under  the  other,  and 
Mr.  Jones  himself  admitted  it,  as  you  will  find  on  page  28  of  his 
testimony. 

Mr.  Piatt  asked  him  the  question : 

Mr.  Platt.  That  idea  is  not  entirely  foreign  to  the  rejwrt  of  the  authority 
of  the  United  States  oo\a\\\\\sh\ov\.  \^  W*.    1  vuiderstand  that  they  have  the  idea 
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bat  tmnks  would   organize;   savings  banks,   perliaps   small   country   banks, 
^nld  organize  tbese  farm-land  banks  in  connection  witb  their  own  business. 
Mr.  Jones.  I  have  not  heard  them  express  themselves  on  that.     I  think  it 
^OQld  be  the  natural  result. 

Naturally  they  would  have  the  same  power  under  one  bill  as  under 
le  other.  Mr.  von  Engelken  attempted  to  argue  that  under  a  feder- 
don  it  would  be.  possible  in  some  mysterious  way  for  a  small  f eder- 
ked  bank  to  incur  losses  that  would  not  fall  on  its  own  stockholders. 
"hen,  in  answer  to  a  Question  from  Senator  HoUis,  he  admitted  the 
ict  that  the  small  feaerated  bank  would  have  to  come  back  on  its 
wn  stockholders  to  retrieve  any  losses;  and  I  can  not  conceive  of 
ny  federation  where  independent  units  are  gained,  but  what  the 
apital  of  each  bank  must  stand  good  for  the  losses  which  that  bank 
icurs;  and  whether  you  have  a  federation  of  banks  or  an  inde- 
•endent  bank,  if  there  are  losses  incurred,  and  any  bank  impairs  its 
apital  by  so  doing,  then  the  guaranty  of  the  individual  stockholders 
lust  be  resorted  to  to  repay  that  loss,  and  no  degree  of  federation 
rould  make  it  possible  for  them  to  get  out  from  under  that. 

I  can  not  conceive  that  any  greater  damage  to  the  system  will  ob- 
ain  if  an  independent  bank  is  liquidated  and  its  stockholders  suffer 
he  loss  incurred  in  the  business  tnan  would  happen  if  a  small  bank 
n  a  federated  system  were  to  be  liquidated  at  the  expense  of  its  share- 
elders;  and  under  his  voluntary  system  of  federation,  that  would 
be  the  result  if  losses  were  sustained. 

Now,  referring  to  Mr.  Hill's  argument,  Mr.  Hill  stated  correctly, 
I  think^  before  the  committee,  that  credit  is  a  matter  of  organiza- 
Son — ^his  statement  being  as  follows: 

Kr.  Stone.  Then  it  is  simply  a  matter  of  organization? 
Mr.  Hill.  Yes;  a  matter  of  organization. 

Then,  in  answer  to  a  further  question  by  Mr.  Stone  in  regard  to 
10,000  banks,  he  said: 

It  Is  quite  possible  that  some  large  banks  would  be  organized.  That  is  only 
I  opinion.  In  my  judgment  they  should  not  be  encouraged  to  organize.  We 
ive  enough  banks  in  this  country  exploiting  farmers ;  we  have  enough  mouey 
Dders  In  this  country  now. 

According  to  that  statement,  then,  we  have  the  position  of  Mr.  Hill 
lat  credit  is  a  matter  of  organization,  but  there  ought  to  be  no  new 
anks  organized  in  the  country  to  perfect  further  organization  I 
ubmit  that  that  would  be  the  logical  result  of  the  position  he  has 
aken. 

However,  he  stated  that  he  had  no  objection  to  the  present  joint- 
took  banks  organized  for  profit  becoming  mortgage  banks.  On  page 
S  of  his  testimony  he  says : 

There  can  be  no  objection  to  the  legal  provision  whereby  the  joint  stock  com- 
iudes  of  ordinary  type,  organized  for  profit,  may  be  permitted  to  go  into  the 
■sd-mortgage  business. 

Now,  I  submit  to  the  committee,  as  Mr.  Hill  has  criticised  this  plan 
>robably  more  severely  than  any  other  person  who  came  before  the 
lommittee,  that  I  can  not  quite  conceive  the  position  of  the  man  who 
ays  that  credit  is  a  matter  of  organization,  who  believes  that  these 
lew  functions  can  be  safely  given  to  the  ordinary  joint-stock  bank 
rganized  for  profit,  and  yet  that  they  ought  not  to  be  given  to  a 
Mnt-stock  bank  organized  expressly  for  land-mortgage  business. 
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Now,  I  might  have  felt  somewhat  offended  about  that,  if  he  had 
*^t  previously  said  in  reply  to  Mr.  Buiidey : 

llr.  BuLKLEY.  Is  not  that  very  thing  done  in  Europe  by  banks  without  any 
tpltal  stock  at  all? 

Bfr.  Hill.  No,  sir.  I  shall  show  you  by  the  evidence  I  will  come  to  that  the 
^^nd-issuing  institutions  in  Europe  are  tremendous  institutions.  There  is  no 
tlthority  whatever  for  this  trilling  $10,000  biink.  It  is  one  of  the  worst  pro- 
Lsions  I  have  ever  seen.  I  can  not  conceive  how  any  man  could  think  of  a 
10,000  bank  who  has  studied  conditions  in  Euroi)e. 

Yet,  having  said  in  one  moment  that  our  plan  is  not  conceivably 
ie  anything  he  has  found  in  Europe,  he  was  willing  to  say  a 
loment  later  that  we  had  taken  our  model  from  one  ot  the  great 
anks  in  Europe. 

Again,  I  am  only  calling  attention  to  this  language  to  demonstrate 
hat  his  criticisms  are  net  consistent. 

Mr.  Hill  also  spoke  about  the  question  of  deposits,  and  made  quite 
n  elaborate  argument  in  favor  of  unlimited  time  deposits.  I  do 
lot  wish  to  argue  the  question  of  deposits  at  all.  I  stated  that  the 
commission  decided  the  question  of  deposits  by  an  arbitrary  limit; 
ihey  must  be  either  limited  or  unlimited.  I  have  found  but  a  single 
Qort^age  institution  in  the  world  that  has  a  right  "to  take  unlimited 
kposits,  and  that  is  the  old  type  of  Landschaf5?n  institution,  where 
the  entire  private  fortune  of  every  member  of  the  Landschaften  is 
ibsolutely  bound  for  any  or  all  of  its  obligations.  I  might  say  that 
file  very  institution  that  Mr.  Hill  presented  to  the  committee  as  his 
model — that  of  the  Hungarian  mortgage  institution — can  only  ac- 
cept deposits  to  five  times  the  amount  of  its  surplus,  therefore  show- 
ii^that  it  has  limited  deposits. 

There  are  only  two  or  three  objections  to  the  receiving  of  deposits 
torn  my  standpoint,  and  I  will  present  them,  now  as  I  am  on  that 
iQbiect. 

The  first  is  that  savings  banks  throughout  Europe,  and  I  think 
broughout  America,  only  make  recallable  loans.  This  bill  proposes 
iHrecallable  loans. 

Now,  if  you  are  going  to  permit  them  to  take  an  unlimited  line 
f  savings  deposits,  the  committee  will  have  to  provide,  just  as  Mr. 
^an  Cordlandt  stated,  an  investment  for  them.  That  is  the  first 
proposition,  and  it  is  quite  clear  that  they  could  not  make  it  in  long- 
bne  unrecallable  loans. 

The  second  proposition  is  that  deposits  in  a  land-mortgage  bank 
Lecessarily  can  only  have  a  secondary  security.  The  capital  of  the 
^nk  is  for  the  security  of  the  bond ;  that  is  its  first  purpose.  And 
rrerywhere  in  Europe  the  provision  is  met  with  that  the  bondholder 
Its  the  first  claim  upon  the  assets  of  the  bank,  and  its  depositor  only 
las  a  secondary  claim. 

I  do  not  believe  that  in  this  country  there  could  be  any  long  line 
rf  deposits  secured  without  special  security.  The  capital  of  the 
bank  is  necessarilv  small,  and  it  is  made  that  way  because  it  deals 
wdy  in  the  safest  Kind  of  investment  loans. 

The  third  objection  to  a  long  line  of  deposits  is  that  savings  de- 
posits of  any  country  ought  to  be  available  alike  for  loans  on  both 
urban  and  rural  real  estate.  This  bill  is  strictly  a  bill  under  the 
plan  of  the  conmiission  to  provide  loans  upon  rural  real  estate;  and 
we  prohibit  them  from  loaning  upon  urban  real  estate,  because  every 
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When  were  those  resolutions  published? 

About  the  middle  of  November ;  I  do  not  remember  the  date.  It  was 
the  session  of  the  grange  at  Manchester,  N.  H. ;  about  the  middle  of  the 

He  was  asked  then : 

Who  was  the  committee  that  wrote  those  resolutions? 

Now,  Mr.  Atkeson  is  the  only  person  that  I  have  heard  befoi 
committee  who,  in  speaking  about  the  commission's  bill,  use 
^uage  that  he  asked  not  to  be  placed  in  the  record,  in  chai 
izing  his  feelings  toward  the  bill. 

And  yet  when  he  was  asked  to  name  who  was  the  commit 
resolutions  at  the  National  Grange,  he  absolutely  could  not  a 
names  of  those  who  were  on  the  committee  on  resolutions  as  hi 
ciates.    I  have  his  language  here,  and  I  will  read : 

I  will  say  this,  that  the  committee  who  have  that  matter  under  consid 
was  a  committee  known  as  the  legislative  committee.  At  that  partical 
sion  I  happened  to  be  chairman  of  that  committee.  Mr.  Stetson,  Mr.  Sht 
mnster  of  the  Rhode  Island  State  Grange,  and  myself,  as  master  of  tb 
Virginia  State  Grange,  were  three  members.  There  were  also  three 
1  do  not  remember  who  the  Indies  were.  One  of  them  was  the  wif^ 
master  of  the  New  Jersey  State  Grange. 

Here  is  a  question  to  which  this  committee  will  have  to  gi 
most  careful  consideration,  the  question  of  loans — a  vital  quesi 
great  national  policy.  Resolutions  were  said  to  be  consiaere( 
fully,  both  pro  and  con,  and  adopted  unanimously ;  and  yet  wl 
mover  of  those  resolutions  came  here  before  this  committee  h( 
not  remember  the  persons  who  sat  around  the  table  with  hi 
took  part  in  that  deliberation. 
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^.  Bathrigk.  Would  the  gentleman  like  to  know  the  names? 

^.  Moss.  I  do  not  care  about  the  names.  The  importance  lies  in 
J^  degree  of  consideration  accorded  this  question  by  the  National 
rrange.  I  was  just  calling  the  attention  of  the  committee  to  Mr. 
wtkeson's  reply,  showing  that  he  could  not  name  the  members  of  his 
>mmittee  on  resolutions.  Now,  tiien,  on  page  59,  you  will  find  that 
It.  Atkeson  admits  a  division  among  the  members  on  the  proposi- 
on.  In  a  colloquy  between  Mr.  Butler  and  Mr.  Atkeson,  Mr.  Butler 
iked  Mr.  Atkeson  this  question  : 

Would  you  advocate  going  any  further  than  that?  Would  you  advocate  the 
ivemment  depositing  funds  with  agricultural  banks? 

That  is  a  suggested  compromise  among  some  of  us  who  do  not  agree  that  the 
iTemment  should  deposit  money  in  these  banlts,  holding  the  banks  responsi-t 
B,  and  that  the  Government  fix  the  rate  of  interest — 

ins  admitting  that  he  knew  their  membership  is  not  united  on 
lis  question. 

I  have  some  letters  that  I  shall  read  here  on  the  proposition  of  the 
ranee.  I  happen  to  have  in  my  district  the  oldest  active  grange 
lat  IS  now  in  the  United  States;  I  do  not  mean  by  that  that  it 
^as  the  first  one  that  was  organized,  but  I  do  mean  to  say  that  it  is 
be  oldest  one  organized  that  has  never  lost  its  charter.  I  received 
letter  from  this  grange  unanimously  indorsing  the  Bathrick  bill. 
.  will  put  it  in  the  record. 
Mr.  Hates.  The  Bathrick  bill? 

Mr.  Mo(9S.  Yes.  It  is  dated  March  2,  1914,  and  is  as  follows 
[reading) : 

R.  R.  3. 
Terre  Haute,  Ind,,  March  2, 19U. 
kiL  Balph  H.  Moss, 

Washington,  D.  C. 
0EAB  Sib  :  At  a  regular  meeting  of  Honey  Creek  Grange,  February  27,  1914, 
le  foUowing  resolution  was  unanimously  adopted : 

Whereas  the  legislative  committee  of  the  National  Grange  hns  recommended 
the  paflsage  of  the  Bathrick  bill  (11807)  ns  being  the  one  which  most  neiirly 
eonforma  to  the  grange  idea  of  rural  credits :  Be  it 

Beaolved,  That  this  grange  asks  Its  Senators  and  Representatives  to  vote  for 
le  Bathrick  bUl. 

A.  A.  Reynolds, 
Master  Honey  Creek  Orange  No,  1. 
Lauba  E.  Rigney, 
Secretary  Honey  Creek  Orange  No.  1, 

As  I  was  very  well  acquainted  with  the  members  of  the  grange  and 
tying  had  the  honor  of  appearing  before  them  and  discussing  public 
nestions  with  them  several  times,  I  wrote  to  one  of  the  members 
I  the  ^ange  asking  him  upon  what  information  they  had  acted, 
nd  I  will  read  you,  m  part,  nis  reply  (reading) : 

Mt  Deab  Fbuend  Moss :  Your  letter  to  hand. 

Our  master,  A.  A.  Reynolds,  of  Terre  Haute  R.  R.  1,  hud  received  a  circular 
tm  the  legislative  committee  of  the  National  Grange  boosting  the  Bathrick 
IDy  saying  that  it  more  nearly  conformed  to  the  idea  of  the  grange  along  the 
MS  of  rural  credits,  and  we  having  seen  no  copy  of  any  bill  and  thinking 
le  oommittee  understood  the  matter,  passed  the  resolution. 

Now,  that  is  the  information  they  had  before  them  at  the  time 
lat  resolution  was  passed.  They  had  seen  no  bill  and  acted  solely 
t  the  request  of  the  circular. 

I  have  another  letter  which  I  will  read  into  the  record,  except  that, 
I  this  came  to  me  in  my  private  correspondence,  I  shall  not  give 
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the  name  of  the  writer ;  but  any  member  of  the  committee  can 
the  letter  in  full  if  he  cares  to  do  so.  It  is  in  part  as  follows  ( 
ing): 

Westebville,  Ohio,  March  10,  J 
Kepresentative  Moss, 

Washington,  D,  C. 

Dear  Sir:  Will  you  please  send  to  my  legislatiTe  committee  copies 
Moss  and  the  Fletcher  bills  relating  to  farm  credits  and  aU  literature  <! 
ing  these  measures  that  you  are  sending  out? 

We  are  in  receipt  of  a  circular  from  the  National  Grange  urging  sup 
the  Rathrick  measure,  and  we  have  sent  for  copies  of  same.  I  am  i 
to  think  that  our  subordinate  lodge  will  opiK)se  any  scheme  that  will  • 
private  enterprise  of  the  largest  possible  participation  In  any  legitlmat 
vress.  We  have  taken  this  stand  on  matters  of  public  ownership  and  bn 
**Thjit  we  oppose  Government  ownership  or  business  that  will  interfere 
way  with  the  i)rivate  conduct  of  such  business  as  can  be  carried  on  at 
sonable  cost  to  the  public  and  at  a  reasonable  profit  to  the  citizen." 

Thanking  you  in  advance  for  any  information  and  courtesy  you  may 
to  us, 

I   am,   very  truly,   yours. 

I  have  other  letters,  that  I  do  not  care  to  encumber  the  recorc 
showing  that,  as  a  matter  of  fact,  the  members  of  the  gran, 
studying  this  question  and  are  not  unanimous  upon  the  prop< 
by  any  manner  or  means.  They  may  become  so  after  tbe^ 
studied  it  further,  but  I  mean  to  say  that  the  resolutions  of  t& 
ernl  officers  do  not  bind  the  membership,  and  it  is  a  fiction 
that  organized  farmers  are  opposed  to  or  are  in  favor  of  any  pi 
lar  bill  on  this  subject. 

I  happen  to  have  in  my  congressional  district  the  largest  n 
of  miners  belonginjE^  to  the  United  Mine  Workers  of  America  ( 
one  district  in  Indiana,  and  I  presume  I  have  as  many  memb 
the  American  Federation  of  Labor  as  any  Member  of  Congre 
in  his  district;  and  I  would  not  think  about  supporting,  oi 
introducing,  a  bill  if  I  believed  that  the  rank  and  file  of  thos 
were  opposed  to  the  proposition.  And  T  will  venture  to  say  tl 
per  cent  of  the  members  of  the  United  Mine  Workers  of  Amer 
of  the  American  Federation  of  Labor  in  my  own  district  have 
read  either  one  of  these  bills. 

That  is  enough  on  that  proposition. 

T  would  like  now  to  take  up  some  suggestions  that  I  want  to 
which  may  improve  my  own  bill. 

Before  T  do  that,  however,  I  want  to  ask  permission  to  put 
record  some  editorials  that  have  appeared  in  various  public 
since  the  time  I  first  called  attention  to  the  editorials  of  farm 
nals.  The  one  editorial  that  T  have  seen,  clearly  condemnin 
proposition,  is  from  the  Farm  Magazine,  published  in  Omaha, 
On  the  first  page  you  will  see  the  letters  "Cdq,  Come  ( 
Danger."    Then  below,  on  the  first  page,  it  also  says: 

Under  the  guise  of  beneficent  legislation  for  your  relief,  the  powerful  I 
combination  of  Wall  Street  is  making  a  desperate  effort  to  fasten  ft 
slavery  on  you  and  your  children. 

I  received  a  letter  from  my  own  district,  in  which  the  writi 
me  that  I  had  better  feather  my  nest  well  during  this  term  ii 
crress,  as  I  would  never  come  back  again,  after  having  voted  h 
bill.  I  wrote  to  the  writer  of  that  letter — and  I  can  supply  th( 
mittee  with  the  correspondence,  if  the  committee  wants  it,    I 
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El  courteous  letter  and  said  that  I  was  a  farmer  myself  and  that 
re  made  a  study  of  this  subject,  and  that  I  would  particularly 
:o  know  his  objection  to  the  bill,  and  also  asked  him  to  kindly 
me  a  copy  of  the  newspaper  in  which  he  had  seen  the  bill 
shed.  I  knew  he  had  not  seen  the  bill,  but  had  received  his  in- 
tion  from  some  publication.  And  in  reply  he  tore  the  outside 
of  this  magazine  off  and  sent  it  to  me. 

w,  I  shall  call  your  attention  to  an  article  which  Mr.  Murchy 
J,  and  I  want  to  say,  as  Mr.  McMurchy  is  present,  that,  in  the 
,  this  is  a  fair  interpretation  of  the  bill.  I  want  to  read  this 
3ularly,  because  I  understand  that  some  of  the  Members  of 
ress  from  Nebraska,  and  also  the  Senators  from  Nebraska,  have 
in  about  getting  letters  in  opposition  to  this  bill,  and  I  am  quite 
lent  that  that  opposition  eminated  from  this  source. 
.  Bathrick.  Win  the  gentleman  yield  for  a  question? 
.  Moss.  Surely. 

.  Bathrick.  I  have  a  letter  here  from  the  master  of  the  State 
ge  in  Nebraska,  stating  that  the  State  Grange  has  passed  a 
ition  opposing  that  bill. 

.  Moss.  Here  is  the  extract  that  I  have  called  special  atten- 
o. 

e,  for  example,  the  State  of  Nebraska,  with  a  fjirm-niortgn^e  indebtedness 
,373,472.  This  debt,  by  virtue  of  the  tax-exemption  privilege,  will  almost 
liately  be  transferred  by  existing  creditors  to  one  of  the  new  laud  banks, 
per  cent  bond  may  not  pay  the  creditor  quite  as  high  a  rate  of  interest 
V,  but  when  he  takes  into  account  his  tax  exemption  and  long-time  se- 
it  will  be  easy  enough  to  reorganize  the  farm  debt  on  the  new  basis. 
e  15-to-l  basis,  proposed  by  the  commission',  this  will  require  a  capital 
rplus  of  less  than  $4,200. 

course,  the  latter  statement  is  a  misprint. 

ti  that,  the  Nebraska  land  banks  can  collect  an  expense  charge  of  1  ^r 
Q  the  whole  $62,000,000,  or  $623,472,  about  15  per  cent  of  their  capitaliza- 
inually. 

B  figures  are  correct,  excepting  that  they  have  taken  the  gross 

le  as  being  net  profit.    There  is  that  one  diflFerence  in  it;  but 

nen  would  care  to  sign  an  article  stating  that  the  gross  income 

y  business  was  the  net  profits  of  that  business. 

t  here  are  the  facts  that  I  want  to  put  into  the  record : 

jsent  mortgage  debt,  $62,373,472. 

jsent  average  interest  rate,  6^  per  cent ;  that  is,  taken  from  Prof. 

ipson's  figures  in  Hearings  No.  1,  before  your  committee. 

3  present  annual  interest  charge  on  Nebraska  farm  mortgages 

•  present  conditions  is  $4,064,275. 

dng  the  computation  that  Mr.  McMurchy  made,  with  an  inter- 

arge  at  4  per  cent,  the  sum  would  be  $2,494,938. 

3  administration  charge  of  1  per  cent  would  be  $623/r34. 

3  total  charge  under  the  bill,  as  interpreted  by  Mr.  McMurchy, 

I   be  $2,494,938+$623,734=:$3,118,672.    This   would   show   an 

il  saving  in  interest  to  the  farmers  of  Nebraska  of  $945,603. 

d  yet  that  is  the  proposition  as  to  which  this  call  goes  out  from 

nagazine  to  save  the  farmers  from  the  slavery  of  Wall  Street — 

;em  which  would  reduce  their  interest  charge  nearly  $1,000,000 

ear. 

,  Hill  presented  the  idea  of  Government  aid  in  founder's  shares. 

provision  does  not  produce  any  additional  safety  to  the  bond 
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unless  it  is  that  the  ratio  between  capital  and  bond  issue  is  redi 
below  15  to  1. 

As  to  the  Hungarian  Institute,  where  the  Government  does  fan 
part  of  the  capital,  the  officers  of  the  institutes  admit  that  the  rat 
not  lower  than  that  of  joint-stock  banks,  which  are  in  open  comp 
tion  with  them. 

I  had  the  pleasure  of  having  interviews  with  the  presidents 
both  of  those  institutes,  and  I  will  read  you  an  extract  from 
interviews  with  the  small-mortgage  institute. 

Q.  I  understand  there  are  some  joint-stock  companies  in  Hungary  thtt  \ 
make  the  same  loan.  What  are  the  relative  rates  of  your  institutioo  i 
theirs?  Is  the  rate  of  joint-stock  companies  or  banks  higher  or  lower ?- 
They  may  be  a  Uttle  lower  or  a  little  higher,  but  there  is  not,  as  a  rule  m 
difference. 

Senator  Norkis.  Will  you  let  me  ask  you  a  question  there! 

Mr.  Moss.  Yes,  Senator. 

Senator  Norms.  Did  you  make  any  inquiry  as  to  whether  tii 
rates  of  the  joint-stock  companies  were  as  low  as  the  rates  ^ 
prior  to  the  time  that  the  Government  went  into  the  business! 

Mr.  Moss.  I  will  be  glad  to  take  up  that  question  in  a  monw 
with  you.  Taking  the  other  institute — that  is,  I  mean  the  (A 
Government  institution,  I  will  read  you  an  extract  from  the  int 
view: 

Q.  Does  the  Hungarian   Land  Credit   Institution  receive  favors  from 
State?— A.  Yes. 

Q.  Do  these  favors  enable  you  to  make  a  lower  rate  to  the  borrower  t 
you  could  if  they  were  withdrawn? — ^A.  No.  This  State  favor  chiefly  com 
in  the  fact  that  if  the  borrower  does  not  pay  his  yearly  annuity  oor  InstitD 
has  the  right  to  sell  the  property  by  auction  by  a  summary  protest 

Now,  Senator  Norris,  the  condition  in  Hungary  at  the  time  t 
this  institution  was  organized  by  the  State  was  very  peculiar.  T 
had  the  revolution  of  1848,  which  eave  them  their  inaependence,  i 
this  war  had  very  much  impoverisned  them.  At  the  same  time, 
serfs  were  set  free;  that  further  impoverished  the  landown 
Then,  at  that  time,  and  under  those  conditions,  competition  in  i; 
cultural  products  had  begun  to  come  in  from  our  own  country, 
agricultural  prices  fell  over  there. 

Monej  was  said  to  loan  from  18  to  20  per  cent  interest,  and  ' 
institution  was  then  organized.  And  from  that  time  on  the  r 
have  fallen;  and  I  can  give  you  the  successive  rates,  if  you  wc 
like  to  have  them. 

Senator  Norhis.  I  would  like  very  much  to  have  them,  Mr.  M 

Mr.  Moss.  Yes;  I  will  read  them  to  you.  I  inquired  into  1 
quite  particularly. 

When  the  bank  began  work,  the  rate  was  51  per  cent  [this  is  the  smaU  hok 
bank]  and  the  period  331  years. 

Later  the  rate  was  5  per  cent  and  the  period  15  years,  or  331  yeara. 
later  the  rate  was  41  per  cent,  the  period  17,  25,  40,  or  50  years,  and  aftenr 
4  per  cent,  with  periods  20,  30,  40,  50,  65  years.  The  administration  expi 
at  the  beginning  were  1  per  cent,  but  soon  fell  to  one-half  per  cent,  and " 
sucessively  to  0.35,  0.30,  0.26,  0.21,  0.19,  and  0.16.  The  amortization  v 
according  to  the  rate  of  interest  and  the  period.  At  present,  price  of  ■ 
being  high,  the  rate  of  interest  is  5  per  cent 

But,  now,  remember  that  there  are  1,846  joint-stock  banks  com 
ing,  making  loans  at  the  same  time,  along  with  this  institution, 
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flier  the  competition  of  State  and  national  the  rates  have  fallen, 
anpetition  in  mortgage  banking  in  Hungary  is  of  the  severest 
Buracter. 

Kt  has  also  been  mentioned  before  the  committee  that  founders' 
•res  are  an  ideal  method  of  raising  money.    There  are  some  defects 
this  organization,  and  I  would  like  to  call  attention  to  what  they 
ited. 

3tr.  Weaves.  What  organization  is  that  you  are  speaking  of? 
Mr.  Moss.  I  was  referring  to  the  National  Institute,  organized  by 
«  Hungarian  Government,  by  State  favor  and  founders'  shares, 
fnre  is  what  the  report  of  the  American  commission  says  about 
ism,  and  I  want  to  call  your  attention  to  the  fact  that  this  part  of 
il  report  is  made  by  the  Hungarian  Government  itself,  which,  of 
msrse,  is  friendly  to  those  institutions.  At  the  time  that  we  were 
t  Hungary  no  mortgage  institution  had  any  invitation  to  appear 
ifore  the  American  commission  except  these  two.  I  personally, 
presenting  the  United  States  commission,  solicited  interviews  with 
B  joint-stock  companies,  or  else  we  should  not  have  got  in  touch 
th  those  institutions. 

'Vom  the  point  of  view  of  conservative  management  (which  is  certainly  very 
trable),'this  system  is  an  extremely  practical  one;  but  there  is  no  denying 
fact  that  it  has  defects,  too.  The  enthusiasm  excited  by  the  foundation  of 
b  Institutes  in  course  of  time  dies  away,  and  then  the  further  increase  of  the 
ddation  capital  becomes  a  matter  of  great  difficulty.  In  this  respect  the 
ngarian  Land  Mortgage  Institute  (that  is,  the  older  one)  is  remarkably  for- 
»te ;  for  five  decades  it  has  been  in  a  position  to  nmnss  considerable  reserves, 
1  Its  sphere  of  activity  has  not  widened,  as  a  result  of  economic  progress,  to 
r  same  extent  as  that  of  the  National  Small  Holdings  Land  Mortgage  Insti- 
ei  The  latter,  however,  undoubtedly  experiences  grave  difficulty  in  acquiring 
w  foundation  capital  to  meet  the  requirements  of  such  development.  Nor 
^ere  any  denying  the  fact  that,  even  if  the  two  land-mortgage  institutes  do 
mcon  the  character  of  cooperative  societies,  that  character  has  in  essence 
some  a  mere  form.  The  owners  of  founders*  shares  for  the  most  part  regard 
ifr  foundations  as  merely  so  many  patriotic  gifts  which  are  in  good  hands 
Bt  from  their  point  of  view,  are  not  worth  thinking  any  more  about  And 
10  scarcely  to  be  expected  that  even  those  landowners  who  are  in  undisturbed 
iwcoDlon  of  amortization  loans  not  recallable,  foreclosable)  for  50  years  should 
■play  any  grerfter  interest. 

•That  is  an  eflFort  to  bring  about  the  cooperation  of  the  Govem- 
«nt,  patriotic  citizens,  and  the  borrowers  in  control  of  the  organiza- 
dh  resulted  in  a  bureaucratic  form  of  organization. 

Senator  Norris.  Of  these  European  countries,  which  ones  make 
Liect  loans  to  the  farmers? 

Mr.  Moss.  I  know  of  no  European  Government  that  makes  direct 
Hms  to  the  farmers  of  that  nation,  except  for  special  national  pur- 
Btes.  France  makes  loans  for  homstead  purposes;  but  the  great 
BBmess  of  the  Credit  Foncier  is  a  purely  private  loan  business,  with 

ifly  foundation  capital  in  part  from 

^Senator  Norris  (interposing).  Well,  let  us  take  France,  for  in- 
•jQce. 

•  lir.  Moss.  Yes. 

Senator  Norris.  Can  you  give  us  the  rate  of  interest  there? 
Mr.  Moss.  Yes;  2  per  cent  on  national  loans;  but  only  to  the  ex- 
Senator  Norris  (interposing).  To  what  amount? 
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Mr.  Moss.  Only  to  the  extent  of  $2,000  and  for  homestead  i 
poses.  That  law  has  been  on  the  statute  books  only  two  or  U 
years. 

Senator  Norris.  What  has  been  the  result  of  that  law?  Can 
give  the  amount  of  loans  that  have  been  made  ? 

Mr.  Moss.  No;  I  can  not.  I  can  get  that  information,  but  1 1 
not  it  with  me.  The  minister  of  apiculture  stated  that  that 
not  a  financial  law ;  it  was  a  sociological  law,  and  one  of  three  i 
laws  that  must  be  interpreted  together.  He  stated  that  France 
lost  40  per  cent  of  its  rural  populationj  and  that  these  laws  wen 
tended  to  rebuild  the  farming  population.  He  said  he  noticed 
when  there  was  an  estate  being  broken  up  by  auction  sales  there 

Generally  a  young  man  standing  by  that  had  just  married  a  \ 
'he  young  man  would  have  liked  to  become  a  farmer,  but  he  a 
not  get  enough  capital  to  purchase  land,  and  the  Government 
cided  to  loan  money  to  such  farmers  at  2  per  cent  interest,  not  to 
ceed  $2,000  in  any  one  case,  so  that  the  young  man  might  secu 
small  holding  and  become  an  independent  farmer.  Then,  in  o 
to  induce  him  to  stay  on  the  farm,  they  promised  him  a  pensic 
he  should  live  on  the  farm  until  he  was  65  years  of  age. 

The  third  was  a  law  by  which,  when  the  crops  were  destroye 
hail,  the  loss  should  be  repaid  to  the  farmer  by  the  Government  i 
out  a  premium  fee.  He  said  that  those  three  laws  were  socioloj 
must  be  separated  from  their  general  system  of  land  mortgage 
must  be  interpreted  together. 

Senator  Norris.  Has  that  law  been  taken  advantage  of  to 
great  extent? 

Mr.  Moss.  These  laws  are  too  recent  to  predicate  positive  i 
ments  as  to  their  ultimate  results.  Their  author,  the  minist 
agriculture,  was  quite  enthusiastic. 

One  of  the  States  in  the  archipelago — I  think  it  is  Sweden- 
vides  that  anyone  who  lives  on  a  farm  for  five  years  as  a 
laborer  can  borrow  money  from  the  Government.  In  Germai 
a  German  is  about  to  lose  his  land  to  an  alien,  for  instance,  to  a 
the  German  can  go  to  his  Government  and  ^et  assistance,  in 
to  keep  the  land  in  the  hands  of  the  German  citizen.  That,  ho^ 
is  only  a  question  of  nationality. 

Mr.  Hayes.  Does  not  Russia  make  direct  loans  ? 

Mr.  Moss.  Yes;  Russia  makes  direct  loans;  principally,  ho^ 
to  assist  the  serfs  who  were  formerly  attached  to  the  estates  to  hi 
landowners ;  that  is  all  in  the  recora. 

Senator  Norris.  At  what  rate  are  these  loans  made? 

Mr.  Moss.  I  will  state  that  I  have  not  studied  the  Russian  s; 
particularly,  and  Dr.  Coulter  is  better  informed  as  to  that. 

Mr.  Bathrick.  It  is  3^^  per  cent  in  Russia. 

Mr.  Moss.  Dr.  Coulter  studied  Russia;  I  took  in  Germany 
he  discussed  that  question  before  the  committee,  and  I  prefei 
you  should  get  his  testimony  about  the  Russian  system. 

Senator  Norris.  All  right. 

Mr.  Moss.  In  regard  to  capital  there  has  been  much  discoso 
$10,000  capital  for  these  banks.    The  European  banks  are  a 
banks,  most  of  them  many  years  old,  and  they  have  obtainc 
growth  which  results  from  years  of  operation.     These  large 
are  located  in  very  large  centers  of  population. 
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r  American  national  banks  in  the  large  cities  are  large  institu- 

but  successful  banks  of  smaller  capital  are  found  in  the  smaller 

I  found  in  nearly  all  European  cities  very  large  institutions, 

he  banks  did  more  than  loan  upon  rural  real  estate  j  they  loaned 

ipon  urban  property,  and  they  also  handled  municipal  bonds. 

nave  a  very  much  wider  business  and  a  larger  capital ;  but  you 

consider  that  60  or  more  years  of  successful  operation  makes  a 

difference. in  the  business.  But  if  you  go  mto  the  country, 
ially  in  Hungary,  you  will  find  a  vast  number  of  small  banks 
ire  loaning  money  on  land  which  are  said  also  to  have  benefited 
irmer. 

e  commission's  bill  described  the  minimum  capital,  not  as  an 
itage  to  the  joint-stock  banks  particularly,  but  as  an  advantage 
3  organization  of  cooperative  banks.  We  believe  that  this  pro- 
1  should  stand,  and  that  if  the  capital  should  be  required  in  a  large 
nt  to  begin  with  that  cooperative  banks  can  not  be  organized, 
u  will  consider  the  history  of  our  national  banks  you  will  find 
ihere  has  been  a  ^adual  reduction  in  the  capital  to  correspond 
the  size  of  the  cities.  In  fact,  as  it  is  now,  the  large  cities  have 
5  with  large  capital  and  smaller  cities  have  banks  with  small 
il;  and  yet  the  national  bank  has  the  right  to  take  an  unlimited 
>f  deposits.  We  can  find  national  banks  large  enough  to  have 
)00,000  of  deposits  and  you  can  find  national  banks  without 
P25,000  of  deposits. 

b  even  with  that  organization  there  are  as  many  banks  in  the 
id  States  below  $25,000  of  capital  under  State  charter  as  there 
f  national  banks  in  the  United  States  all  put  together.  There 
lore  than  8,000  banks  in  the  United  States  with  a  capitalization 
'  $25,000,  showing  that  even  the  national  bank,  with  its  varia- 
n  capital,  could  not  take  care  of  our  commercial  banking  busi- 
in  this  country.  We  have  both  the  large  banks  and  the  small 
s;  and  the  tendency  is  to  demand  that  national  banks  be 
►rized  with  smaller  capital  than  now  permitted  by  law. 
w,  just  a  few  words  in  regard  to  the  shares.  I  want  to  say 
:he  $25  share  was  written  in  the  bill  to  enable  the  cooperative 
to  build  up  a  larger  clientele.  But  you  must  remember  that  if 
aake  a  $5  share,  or  a  very  small  share,  you  nullify  the  protec- 
to  the  bondholder  so  far  as  the  liability  of  the  shareholder  is 
rned.  It  would  cost  as  much  to  collect  a  $5  share  as  the  value 
3  $5  share  comes  to  after  it  is  collected.  And  if  you  write  into 
bill  a  very  small  share  capital  you  will  have  nullified  the 
ction  which  the  liability  of  the  shareholder  would  afford.    That 

first  objection. 

:ondly,  the  idea  of  holding  shares  in  cooperative  banks  as  a 
g  feature ;  and  I  do  not  beneve  there  is  a  farmer  in  the  United 
s,  if  he  wants  to  own  stock  in  a  bank,  who  can  not  pay  $25. 
nally  I  would  rather  see  the  cooperative  shares  at  $100  instead 
5,  for  the  reason  that  any  man  who  wants  to  join  a  bank  ought 

willing  to  put  up  his  capital,  and  assume  some  substantial 

jre  is  only  one  other  feature  that  I  am  going  to  dwell  upon  at 
ength,  and  that  is  the  question  of  a  market  for  the  bonds. 
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I  have  not  referred  to  European  history,  and  I  will  only 
attention  for  a  moment  to  it.     x  ou  will  find  that  on  page  40  of 
Cahill's  report,  "Agricultural  credit  and  cooperation  in  (jermai 
Senate  Document  No.  17,  Sixtv-third  Congress,  first  session.    ' 
Landschaften  Association  did  form  two  central  associations  for 
l)recise  purpose  of  getting  a  better  market  for  their  bonds.    I  qu< 

The  object  in  view  in  estabUshing  the  central  association  was  to  ope 
wider  market  for  the  bonds  of  the  provincial  associations.  It  was  expe 
that  bonds  issued  by  a  central  Institution  would  find  a  better  market 
only  in  Germany  but  also  in  foreign  countries,  than  bonds  associated  \ 
merely  provincial  institutions.  The  bonds  were  to  be  printed  In  ser 
languages.  By  obtaining  a  wider  market  they  would  be  less  exposed 
fluctuations,  as  had  harvests  and  other  possible  evils  are  usually  only  k 
and  their  occurrence,  while  it  might  affect  seriously  bonds  of  prorin 
associations,  would  not  affect  those  resting  upon  a  broader  basia 

I  think  the  committee  will  recognize  that  that  has  been  put 
argument  before  the  committee  heretofore.    But  here  is  the  resi 

About  the  period  1870-1875,  when  the  central  association  was  founded, 
market  prices  of  the  bonds  of  several  associations  were  low  and  unstable. 

That  is  those  panic  times ;  you  will  recognize  that 

For  some  time  after  the  establishment  of  that  association  prices  improi 
but  the  association  has  not  met  with  the  success  anticipated.  The  prices 
its  bonds  did  not  finally  maintain  superiority  over  those  of  the  provio 
associations,  and  the  value  of  central  bonds  in  circulation  (1911)  does 
exceed  that  of  those  of  either  the  Sileslan  or  east  Prussian  organizationa. 

I  will  say  that,  so  far  as  my  study  has  shown,  this  is  the  o 
instance  I  have  been  able  to  find  where  central  associations  have  b 
formed  for  exactly  the  purpose  that  has  been  argued  before  this  a 
mittee,  and  the  result  of  that  action,  I  submit,  is  shown  by  the 
tract  I  have  just  read. 

The  reason  is  perfectly  plain  that  in  a  mortgage  bond,  if  ; 
permit  an  issue  of  15  to  1,  a  capital  of  $1,000,000  does  not 
a  dollar  greater  guaranty  behind  the  bond  than  if  it  was  a  sn 
$10,000  institute.     If  the  bond  is  once  sold,  if  the  appraisemeni 
the  same,  it  is  just  as  good  in  one  case  as  it  is  in  the  other. 

For  the  benefit  of  Senator  HoUis,  if  he  will  pardon  me  foi 
moment,  I  have  heard  him  make  the  suggestion  several  times 
regard  to  having  the  regionals  just  as  big  as  the  present  regie 
territory  in  the  Federal  reserve  system.  I  am  going  to  make  t 
one  suggestion  upon  that:  Even  ii  that  be  done,  the  bonds  will 
then  sell  at  the  same  rate  of  interest.  I  mean  that  the  rate 
interest  will  not  be  uniform  throughout  the  United  States.  1 
regional  banks  could  not  be  established  under  the  new  law  until  th 
was  Government  guaranty  behind  the  securities.  And  just  as  sui 
as  you  establish  districts  under  this  law  to  coincide  with  those  of 
currency  law,  and  the  rate  of  interest  on  land  bonds  is  not  unifc 
in  the  several  districts,  then  will  come  the  demand  for  Govemni 
guaranty  of  the  bonds,  in  order,  if  possible,  to  make  it  uniform, 
do  not  think  there  will  be  any  escape  from  that  conclusion.  Noi 
see  quite  a  distinction  between  the  case,  where  under  the  Constitiil 
of  the  United  States  the  Government  has  the  monopoly  of  issa 
currency,  and  where  it  is  expressly  charged  with  the  duty  to  is 
currency  to  the  people  and  a  system  of  banks  by  which  bonds  i 
be  issued  by  banks  and  sold  to  voluntary  investors. 
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•.  BuLKLEY.  Mr.  Moss,  I  do  not  quite  understand  your  sugges- 

about  a  uniform  rate  of  interest,     i  ou  do  not  think  there  would 

uniform  rate  under  your  bill,  do  you  ? 

\  Moss.  No,  sir;  I  do  not. 

:.  BuLKLET.  Then  what  is  the  force  of  your  suggestion? 

p.  Moss.  Here  is  the  theory;  here  is  a  currency  issued  in  this 

Lcular  district,  and  it  circulates  in  that  district  just  precisely 

le  same  level  that  similar  bills  do  in  the  district  of  New  York, 

nstance,  because  the  Government  secures  the  note  issues  upon 

;ly  the  same  terms.    But  now,  under  this  system,  if  you  organize 

>vernment  bank  in  coterminous  territory,  just  as  you  have  the 

►nal  bank,  and  it  issues  bonds,  and  yet  the  bonds  will  not  sell 

e  same  price  at  the  same  interest  rate  issued  in  one  region  as  if 

were  issued  in  some  other  region.    That  is  what  I  mean. 

:.  BuLKLEY.  Well,  suppose  they  do  not? 

'.  Moss.  Well,  if  it  does,  your  plan  has  worked  out  all  right. 

'.  BuLKUEY.  I  say,  suppose  they  do  not? 

'.  Moss.  Well,  my  judgment  is  that  then  the  people  in  that 

ict  where  the  bonds  do  not  bring  as  high  a  price  will  say,  "  If 

government  will  guarantee  this  bond,  as  it  does  the  currency 

d  by  the  regional  bank  in  the  Federal  reserve  system,  we  will 

the  same  rate";  and  I  say  that  in  my  judgment  that  would 
5  the  question  up,  and  you  would  have  a  demand  from  different 
3ns  of  the  country  for  a  Government  guaranty, 
ntor  HoLLis.  You  mean  that,  as  a  result  of  that  difference,  there 
d  be  pressure  brought  upon  the  Government  for  it  to  guarantee 
)onds,  in  order  that  there  might  be  a  uniform  rate  of  interest 
ighout  the  country  ? 
:.  Moss.  That  is  my  contention. 

nator  Hollis.  Would  you  have  a  similar  objection  to  a  federa- 
limited  to  a  single  State? 

r.  Moss.  Do  you  mean  a  compulsory  federation  or  a  voluntary 
-ation? 

nator  Holljs.  Either  one. 

'.  Moss.  The  suggestion  for  Government  guarantee  would  not  be 
ady  in  the  case  of  a  State  as  of  precisely  similar  districts  in  the 
ral  reserve  system.  I  have  no  objection  to  a  voluntary  federa- 
but  I  will  give  you  a  reason  for  my  objection  to  a  compulsory 
-ation.  That  is,  that  I  do  not  believe  banks  will  readily  organize 
r  it.  T  went  among  the  bankers  of  my  district,  and  they  ob- 
d  to  this  regional  system,  because  you  were  assessing  them  to 
'ibute  to  the  capital  of  tne  regional  banks,  and  the  proposed 
sment  was  dropped  from  10  per  cent  to  6  per  cent,  and  the  rate 
ividend  was  increased  in  order  to  make  the  system  more  at- 
ive. 

le  national  banking  act  was  50  years  old,  and  it  had  become  very 
table,  and  it  was  well  established  before  we  undertook  to  unite 

into  a  federation.  It  was  admitted  by  everybody  that  commer- 
institutions  ought  to  be  joined  together,  and  that  a  federated 
m  was  a  better  system  for  commercial  banks  than  an  independent 
m.  And  at  the  end  of  50  years  we  are  able  to  federate  national 
s  successf uUy  under  direction  of  law ;  but  I  do  not  believe  you 
I  have  organized  the  national-bank  system  at  the  beginning  in  this 
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manner  under  a  compulsory  provision.  I  might  be  mistaken  a 
that.  But  I  believe  that  banks  under  this  system  will  be  orgai 
more  quickly  as  independent  units  than  if  you  assess  their  ca] 
and  try  to  compel  them  to  federate.  If  they  want  to  imite  vc 
tarily,  I  have  no  objection;  because  if  that  is  the  better  systc 
will  prevail,  and  if  it  is  not  the  better  it  will  not  prevail. 

It  is  just  like  it  was  in  Germany;  you  have  the  same  proposit 
certain  associations  combined  and  some  of  them  afterwaros  witb( 
because  they  got  no  benefit  out  of  it. 

Now,  I  will  state  to  Mr.  Bathrick  what  I  said  privately  to 
that  he  ought  not  to  object  to  this  system  going  into  operation. 
is  successfol  there  is  no  necessity  for  adopting  his  system.    Ob 
other  hand,  if  it  fails,  his  system  can  be  given  a  trial. 

Mr.  Bathbick.  Will  you  permit  an  interruption? 

Mr.  Moss.  Certainly. 

Mr.  Bathbick.  By  the  time  your  system  has  proved  unsucces 
that  will  be  after  these  bankers  have  come  in  here  and  asked  foi 
same  thing  that  I  want  to  put  in  operation  now,  namely,  Govemi 
guarantee,  or  Government  ownership. 

Mr.  Moss.  Mr.  Bathrick's  system  provides  that  all  the  people  i 
come  together  under  the  Government  and  borrow  the  money^ 
ours  is  that  a  part  of  them  shall  come  together  under  private  initii 
and  borrow  tne  money.  That  is  the  difference.  And  if  our  sy 
is  successful,  not  even  Mr.  Bathrick  would  want  his  system  to  go 
operation.    But  he  does  not  believe  it  would  be  successful. 

If  I  were  the  author  of  his  bill  and  were  as  confident  as  he  is 
this  system  will  fail,  I  would  feel  that  I  could  safely  afford  fc 
back  and  let  it  have  a  trial,  because  when  its  failure  was  proven 
bill  would  surely  be  adopted.     But  I  believe  it  will  be  successful 

Mr.  Hayes.  Is  it  not  true  that  the  voluntary  associations  in  Eui 
especially  in  Germany,  float  their  bonds  at  a  less  rate  of  inte 
or  at  a  higher  percentage  above  par  than  Government  loans  floj 
the  same  rate? 

Mr.  Moss.  I  was  just  calling  attention  to  the  fact  that  they 
possibly  at  par  at  this  time ;  but  there  are  times  when  they  are  no 
at  higher  prices. 

Senator  Norris.  Under  your  bill,  suppose  it  were  enacted,  wha 
your  judgment,  would  be  the  prevailing  rate  of  interest  that 
farmers  would  have  to  pay  ? 

Mr.  Moss.  I  am  just  coming  to  that. 

Senator  Norris.  All  right. 

Mr.  Moss.  I  want  to  put  in  the  record  an  article  taken  from 
Brazil  Daily  News,  of  Wednesday,  February  25,  1914. 

Mr.  Weaver.  What  State? 

Mr.  Moss.  Brazil,  Ind.  I  will  read  you  the  whole  article,  hem 
and  all. 

BRAZIL   TRUST   CO.   BUYS    ISSUE   OF   ROAD   BONDS. 

W.  E.  Carpenter  highest  bidder  for  issue  of  $7,000  for  conatruction  of  L0 
inllk  Road  in  Sugar  Ridge  Township. 

Now,  Sugar  Ridge  Township  is  the  township  in  which  I  live 
in  a  very  small  township,  and  has  an  assessed  value  of  only  al 
|fl()0,000.    It  is  not  in  any  sense  of  the  word,  I  am  sorry  to  say,  loc 
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le  best  fanning  section  of  Indiana.  I  will  read  the  rest  of  the 
Je: 

^retary  W.  E.  Carpenter,  of  the  Brazil  Trust  Co.,  was  the  successful  bid- 

ou  will  notice  the  word  "  successful " — 

be  issue  of  $7,000  of  improvement  bonds,  issued  for  the  construction  of  the 
ermllk  Road  in  Sugar  Ridge  Township.  Mr.  Carpenter's  bid  was  pur, 
led  interest,  and  premium  of  $76.96.  Other  bids  were  as  follows:  Wild  & 
Indianapolis,  par,  accrued  interest,  and  $50  premium;  E.  F.  Parr  &  Co., 
igo,  par,  accrued  interest,  and  $41.80  premium;  Reed,  Elliott  &  Harrison, 
inapolis,  par,  accrued  interest,  and  $25  premium;  Fletcher  National  Bank, 
idianapolis,  par,  accrued  interest,  and  $10  premium. 

T.  Bathkick.  What  was  the  interest  ? 

T.  Moss.  It  was  a  4^  per  cent  tax-free  bond. 

J.  Bathkick.  That  wf^s  a  State-guaranteed  bond,  was  it  not? 

T.  Moss.  No ;  a  township  bond. 

T.  Bathrick.  Well,  that  was  a  State  government  guaranteed 

1,  was  it  not? 

T.  Moss.  No;  it  was  not    It  was  one  issued  by  Sugar  Rid<re 

'nship,  and  repaid  by  the  taxation  of  the  people.    Those  bonds 

10  years,  and  are  payable  in  installments  every  six  months, 
re  are  just  20  installments. 

hat  was  under  a  law  enacted  by  our  State  legislature,  the  con- 
itionalitv  of  which  was  attacked  in  the  courts.  When  those 
is  were  first  circulated,  the  biff  banks  would  not  buy  them  readily, 
the  only  way  they  could  be  floated  was  for  the  communities  that 
ted  the  improvements  for  the  roads,  to  buy  them.    They  first 

for  6  per  cent  interest,  and  then  gradually  dropped  to  ^  per 
.  And  those  bonds  over  nearly  the  entire  State  have  been  bought 
cxjal  capital. 

t  one  time,  as  I  say,  the  law  was  declared  unconstitutional  by  the 
•eme  court,  when  there  was  a  vast  amount  of  these  bonds,  some 
ions  of  dollars  of  them,  in  circulation.  The  people  created  such 
ror  about  it  that  the  Supreme  Court  of  Indiana  had  the  case  re- 
led,  and  in  less  than  30  days  they  declared  the  law  constitutional, 
re  was  a  change  of  mind  on  the  part  of  the  supreme  court  in  less 
I  30  days.  And  there  has  never  oeen  a  single  one  of  those  bonds 
red  that  has  not  been  bought ;  and  there  has  not  been  a  single  one 

has  been  defaulted ;  and  I  will  say  that  95  per  cent  of  all  the 
I  bonds  in  Indiana  are  bought  by  local  capital, 
r.  BuLKLEY.  How  long  ago  was  it  that  they  started  to  issue  those 
Is  and  the  law  under  which  they  were  issued  was  declared  un- 
ititutional  ? 

r.  Moss.  It  was  less  than  two  years  ago  that  the  Supreme  Court 
Indiana  declared  that  law  to  be  unconstitutional,  and  in  less 
I  30  days  they  declared  it  be  constitutional.  The  bank  that 
rht  these  bonds  referred  to  has  a  capitalization  of  $80,000  derived 
1  local  sources.  In  all  essential  features  of  the  Indiana  law  it  is 
isely  similar  to  the  plan  of  the  Moss-Fletcher  bill, 
r.  Bathrick.  I  understood  you  to  say  that  bond  was  based 
a  the  taxing  power  of  the  township? 
r.  Moss.  Surely. 

T.  Bathrick.  Well,  how  does  that  compare  with  the  Moss- 
«her  bill? 
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)Ir.  Moss.  Preciseljr  so.  First,  the  people  come  to^eUier  ml 
decide  upon  the  qnestion  of  improving  their  roids  or  drtining  their 
fftrms. 

Then  an  estimate  is  made  as  to  how  much  the  proposed  impiaT^^ 
ment  will  cost.  Bonds  are  issued  to  be  sold  to  tne  ni^iest  Uddec 
The  farmer  every  six  months  pays  one-twentic^  of  his  bond  to  tk 
county  treasurer,  and  if  he  deiault  the  county  treasurer  simpi;  sdi 
his  land  to  any  man  who  will  buy  it  for  the  "default  upon  the  ttiBLf ' 
just  as  you  would  get  a  judgment  in  a  court  against  die  iDaniriu)hai|^ 
a  mortgage  and  sell  him  out  under  the  ordinary  law.  Thit  is  d 
there  is  about  it.  The  only  difference  is  that  you  would  have  no  right 
of  exemption  in  the  case  of  the  tax  payable  to  the  State;  it  is  a  son- 
mary  proceeding.  They  have  the  summary  right  of  going  in  ud 
either  buying  or  seizing  your  property. 

Senator  Norsis.  Do  you  think  that  under  your  bill  the  hnut 
would  be  able  to  borrow  money  at  4  per  cent  interest! 

^Ir.  Moss.  I  will  make  this  prediction,  that  in  my  section  of  fla 
country,  if  this  bill  goes  into  effect,  real  estate  bonds  will  sell  lower 
than  these  bonds,  simply  because  they  wiU  be  a  preferable  bond. 

Mr.  Bui-KLEY.  Why  would  they  be  preferable! 

Air.  Moss.  They  would  be  preferaole  because  they  run  lonm 
That  would  be  the  only  rea^>iL    These  only  run  for  10  years  and  &f  { 
are  paid  off  so  rapidly.    That  is  the  main  reason. 

Mr.  Hates.  And  there  is  less  danjger  of  default? 

Mr.  Moss.  Yes:  at  the  present  time  in  Clay  County,  where  tUi 
purchase  was  made,  on  the  very  best  real  estate  in  the  county  it  lA 
cost  you  6  per  cent  to  get  money.  I  know  a  person  who  has  ts  sood 
real  estate  as  there  is  in  Clay  (bounty,  and  his  reputation  as  a  D0^ 
rower  is  as  crood  as  that  of  any  other  man  in  the  country.  He 
wanted  ?10.000.  and  it  was  offered  to  him  without  commission  at  6 
per  cent  interest.  That  rate  is  as  low  as  you  can  borrow  it  at  unda 
present  conditions :  but  at  the  same  time  these  road  bonds  were  sell- 
ing at  44  per  cent  in  exactly  the  same  community  because  they  wcrt 
tax  free. 

Mr.  Bathrick.  But  they  were  issued  under  a  law  of  the  State  and 
the  State  guaranteed  them. 

Mr.  Hates.  Xo. 

Mr.  Moss.  No.  Issued  under  the  law  of  the  State,  but  the  onlj 
guarantee  is  that  the  State  will  sell  the  man's  property  in  order  tc 
pay  them,  if  necessary,  just  as  under  the  law  of  the  State  the  sherifl 
will  sell  propeny  to  pay  a  judgment  given  by  a  court  of  record 
Now.  I  am  taxed  on  those  bonds:  if  I  do  not  go  and  pay  my  tax  and 
no  other  man  pays  it  nor  is  assessed  for  it  my  property  is 'sold,  and 
the  bond  is  paid  out  of  the  sum  realized  at  the  sale. 

Senator  N orris.  The  same  as  any  other  tax? 

Mr.  Moe^.  Yes:  and  the  same  as  anv  other  obligation;  it  is  mj 
debt. 

Mr.  Bathrick.  But  that  ih  nn  the  only  security.  Is  not  the  Stafe 
behind  those  K>nds  ? 

Mr.  Moss,  In  n«^  sense  of  the  wcrd.  There  is  a  limitation  thatw! 
can  not  sro  into  debt  b>eyond  a  certain  amount :  but  we  have  that  in 
this  proposed  law :  but  there  is  no  other  source  to  realize  money  to 
pay  the  bond  except  from  xW-se  ^\\o  are  obligated  to  pay  it. 
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Mr.  Woods,  Mr.  Moss,  if  you  had  a  bank  under  the  provisions  of 
8  bill  in  operation  in  Indiana  and  loaned  money  to  a  farmer  and 
)k  a  mortgage  upon  his  land,  which  would  be  the  first  lien,  the 
irtgaffe  taken  by  this  bank  or  the  bonds  to  which  you  are  referring, 
)  road  bonds  or  drainage  bonds? 
If  r.  Moss.  The  road  bonds  will  be  the  first  lien. 
[  want  to  caU  your  attention  now  to  a  thinff  I  have  spoken  about 
fore,  I  made  reference  to  the  fact  that  in  Austria  the  local  banks 
a  combination  had  a  uniform  rate  of  interest  that  had  no  rela- 
n  whatever  to  the  Government  rate  of  interest;  but  it  was  stated 
it  the  uniform  rate  there  maintained  for  a  conmiunity — that  the 
ddent  I  spoke  about  was  due  to  the  Balkan  War. 
[  have  here  a  chart  for  Hungary  showing  the  commercial  rate 
d  the  Government  bank  rate  and  the  rate  at  which  the  cooperative 
neties  furnish  credit ;  and  you  will  see  that  from  1897  to  1912  there 
L8  absolutely  no  change  whatever  in  the  rate  of  interest  main- 
ind  by  the  farmers'  banks  in  Hungary.  I  do  not  care  to  have 
B  chart  in  the  record,  but  it  will  be  an  interesting  thing  for  the 
ambers  of  the  committee  to  look  over;  I  mention  it  to  call  atten* 
m  to  how  stable  conditions  will  hold  the  interest  rates.  [Showing 
art  to  members  of  the  committee.] 

Mr.  Hates.  The  red  line  represents  real  estate  loans,  does  it? 
Mr.  Moss.  No ;  this  chart  represents  personal  loans.    This  is  where 
3  bante  come  together  for  personal  credit.    This  is  in  Hungary 
idicatingl.    This  [indicating]  shows  the  rate  in  the  cooperative 
lociation  loan,  to  persons  other  than  members. 
ICr.  Hayes.  But  tnis  is  short-time  credit,  is  it  not? 
Ifr.  Moss.  Yes;  short-time  credit.     This  [indicating]  represents 
\  Imperial  Bank  rate,  and  so  on. 
Senator  Holus.  What  does  the  green  line  represent? 
kfr.  Moss.  The  green  line  is  the  Austro-Hungarian  bank;  and 
8  line  [indicating^  is  central  association  of  the  agricultural  cor^ 
ration;  and  this  [indicating]  shows  the  raiffeisen  banks.    Those 
i  the  three  systems. 

N'ow,  I  want  to  devote  a  few  moments  to  the  consideration  of  the 
L    The  main  principles  of  the  bill  are  as  follows : 
Et  rests  on  the  liberty  and  private  initiative  of  the  citizen. 
The  Government  by  regulation  assists  and  encourages  the  free 
velopment  of  organization  resulting  from  private  initiative. 
TTie  system  is  specialized  and  can  serve  only  legitimate  needs  of 
taal  farmers. 

It  is  extreme  only  in  its  simplicity. 
It  is  decentralized,  democratic,  and  independent. 
It  permits  mutual  aid  and  active  solidarity  among  the  farmers  of 
ly  community,  thereby  lending  its  influence  toward  social  better- 
ent  and  educational  growth. 

In  this  latter  regard,  it  is  essentially  a  progressive  system  whose 
lU  benefits  can  not  be  measured  except  by  computing  the  indirect 
1  well  as  the  direct  benefits.  It  is  easily  possible  that  in  many  in- 
inoes  the  former  may  prove  to  be  the  greater. 
Here  are  some  suggested  improvements  to  the  bill : 
Fhe  bonds  shouldbe  issued  in  series.  That  has  been  suggested  by 
ler  gentlemen  who  have  appeared  before  the  committee ;  and  it  was 
e  oiUie  matters  that  we  had  in  mind,  but  omitted  to  place  in  the  bill. 
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I  would  suggest  that  any  series  should  not  be  less  than  50  per  cent 
of  the  capital  of  the  bank  issuing  the  bonds. 

The  administration  charge  might  be  changed  so  as  to  be  computed 
on  the  par  value  of  the  loan,  rather  than  the  par  value  remaming 
unpaid  at  any  time.  I  have  come  to  that  opinion  on  the  ground  that 
I  believe  that  the  profits  of  the  bank  ought  to  be  increased  to  that 
extent.    In  a  great  many  other  mortgage-bank  systems  that  is  the  case. 

Mr.  Hayes.  I  did  not  quite  understand  that. 

Mr.  Moss.  The  admimstration  charge,  or  whatever  the  difference 
in  interest  on  mortgage  and  bond  is,  may  be  computed  wholly  upon 
the  par  value  of  the  loan,  whereas  in  the  way  the  bill  is  now  drawn 
it  is  computed  on  the  amount  remaining  unpaid. 

Mr.  Hayes.  Yes;  that  would  make  quite  a  difference. 

Mr.  Moss.  Second,  the  commissioner  of  farm-land  banks  should 
have  the  power,  in  his  discretion,  to  make  an  independent  appraise- 
ment of  the  mortgaged  lands,  at  the  cost  of  the  Government,  Dcfore 
giving  consent  to  a  bond  issue  based  on  such  mortgages. 

We  are  making  now  a  physical  appraisement  of  the  railroads  of 
the  country  at  the  cost  of  the  Government,  in  order  to  determine  the 
question  as  to  what  rates  should  be  charged.  Our  meat  inspecticm  is 
also  at  the  cost  of  the  Government.    Now,  I  believe  that  as  a  general 

Erinciple  any  industry  ought  to  pay  the  cost  of  its  own  inspection, 
ut  we  have  departed  from  that  principle  in  those  two  instances. 

I  want  to  say  to  the  committee  that,  in  my  judgment,  after  the 
Government  of  the  United  States  gives  its  own  sanction  to  the  isBoe 
of  bonds  by  the  public  service  corporations,  you  will  find  that  they 
will  compete  more  seriously  in  the  money-borrowing  market  than 
they  do  now.    Their  securities  will  have  a  better  borrowing  rate. 

l\o  banks  should  have  the  right  to  raise  a  valuation  made  by  the 
Government  within  a  term  of  years  without  the  consent  of  the  com- 
missioner of  farm-land  banks.  I  think  that  is  pretty  well  covered  in 
this  bill  by  the  five-year  provision;  but  it  could  be  strengthened. 

A  limit  per  acre  of  not  less  than  $200  in  valuation  could  be  fixed. 

Mr.  Hayes.  Not  less  than  $200? 

Mr.  Moss.  I  mean  not  more  than  $200.  A  provision  might  be  in- 
serted compelling  loans  on  orchards  and  other  similar  property  to  be 
largely  based  on  land  values,  irrespective  of  the  values  of  the  trees 
and  vineyards.  That  is  a  very  common  restriction  in  Europe,  and  it 
ought  to  be  put  in  this  bill. 

I  am  going  to  suggest  a  condition  that  is  in  the  Austrian  law. 
They  permit  two  rates  of  interest,  a  difference  of  one-half  per  cent 
If  the  interest  is  paid  promptly,  the  bank  makes  the  rate  one-half 
per  cent  lower  than  if  it  runs  over  so  many  days.  It  appears  to  work 
very  well  in  Austria,  and  it  might  work  well  here.  We  have  nearly 
a  similar  provision  in  the  payment  of  taxes. 

I  think  that  sections  29  and  30  of  the  Federal  reserve  act  might 
very  well  be  incorporated  in  this  bill.  I  do  not  think  they  are  neces- 
sary. That  simply  means  the  right  of  amendment  and  some  other 
things  that  come  in  here. 

Mr.  Hayes.  Do  you  mean  the  right  to  amend  the  act? 

Mr.  Moss.  Yes.  And  the  banks  should  be  given  the  right  in  ccrt^ 
cases  to  foreclose,  in  order  to  prevent  dissipation  of  resources.  I 
have  studied  over  that  matter  carefully.  There  might  be  flooi 
or  fires  or  a  great  many  other  disasters  that  might  lessen  the  btnk*s 
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security,  and  it  seems  to  me  in  such  instances  that  the  bank,  if 
they  thought  there  was  danger  of  ultimate  loss,  might  have  the  right 
in  certain  instances  to  foreclose  in  order  to  prevent  the  disposition 
of  other  property  which  could  be  legally  held  by  the  bank  to  repay 
the  loan. 

Mr.  Hayes.  To  provide  that  the  whole  siun  shall  become  due? 

Mr  Moss.  I  think  so,  in  certain  contingencies  only.  Section  10 
should  be  amended  so  as  so  clearly  give  the  commissioner,  with 
the  approval  of  the  Secretary  of  the  Treasury,  the  right  to  refuse 
to  approve  the  charter  of  a  bank.  I  think  that  is  in  the  bill  now; 
but  I  want  to  make  it  plain  that  one  of  the  protections  is  that 
the  incorporators  ought  to  come  before  the  commissioner  and  make 
out  a  good  case  before  they  could  secure  a  charter;  and  if  that  is 
not  in  section  10,  it  ought  to  be  put  in. 

Now,  that  is  as  far  as  I  have  any  suggestions  to  offer.  From  my 
correspondence  I  think  that  you  will  find  that  many  banks  will 
suggest  that  they  be  given  the  right  to  retain  the  money  when  re- 
paid by  the  borrower  instead  of  calling  in  their  bonds,  and  to  make 
new  loans  with  this  money.  I  feel  that  that  would  be  a  mistake, 
because  it  makes  it  impossible,  practically,  to  organize  these  banks 
in  some  communities  where  it  would  be  easy  enough  to  do  so  as  the 
bill  now  reads.  Besides  it  will  build  up  immense  amounts  of  money 
in  the  control  of  the  banks.  I  look  tor  a  federation  between  the 
banks,  if  this  bill  is  enacted  into  law,  and  building  and  loan  asso- 
ciations in  a  great  many  instances.  I  do  not  mean  actual  federa- 
tion, but  between  the  same  group  and  the  same  working  force. 
It  is  practically  the  same  working  system;  and  if  it  were  so  that 
the  banks  could  not  retain  a  large  sum  of  money  in  the  sinking- 
fund  proposition,  I  think  you  will  find  that  the  small  banks  would 
\Vork  a  good  deal  better;  and  while  I  have  received  a  good  deal  of 
correspondence  from  bankers  saying  that  it  ought  to  be  amended  in 
that  way,  I  trust  that  the  committee  will  consider  that  point. 

I  want  to  thank  the  committee  very  much  for  its  courtesy. 

Mr.  Hayes.  Do  you  want  to  leave  this  chart  with  us?  I  think  it 
is  quite  valuable. 

Mr.  Moss.  Yes.  All  that  I  shall  ask,  gentlemen,  is  that  you  do 
not  overlook  the  gi*eat  wealth  that  resides  in  the  individual  person 
and  in  the  communities.  I  have  found  that  in  my  section,  where  we 
wanted  public  improvements,  the  money  was  forthcoming  to  pur- 
chase sound  securities,  and  thus  finance  the  undertaking.  Any 
bill  that  overlooks  the  fact  that  in  most  sections  of  the  United 
States  there  is  such  a  large  reserve  of  capital  that  where  the  people 
want  these  improvements  the  public  spirit  of  the  people  themselves 
will  cause  them  to  purchase  sound  securities  will  be  a  mistake.  Of 
course  there  are  sections  of  the  country  where  capital  must  be  im- 
ported. In  those  sections  it  can  be  done  if  the  land  has  not  sufficient 
value  by  underwriting,  or  if  it  becomes  necessary  by  some  form  of 
State  guaranty  that  would  enable  those  undeveloped  sections  to  be 
benefited  if  their  land  was  not  good  security  for  loans.  That  is  the 
only  suggestion  I  have  to  make. 

I  have  here  the  editorials  of  some  30  newspapers-  There  is  in  the 
Department  of  Agriculture,  as  you  know,  a  very  large  exchange 
of  agricultural  periodicals,  and  I  asked  permission  to  make  an  ex- 
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tract  of  everything  from  the  file  of  agricultural  papers  at  the  D^ 
partment  of  Agriculture,  favorable  and  unfavorable,  and  present 
them.    These  extracts  are  the  results. 

I  have  also  a  large  number  of  extracts  from  articles  in  the  agri 
cultural  papers  from  individual  correspondents  giving  their  views; 
but  I  do  not  think  they  ought  to  be  published.  But  these  are  the 
editorials  from  farm  papers,  without  any  attempt  to  edit  them  to 
favor  any  bill  before  the  committee.  I  have  not  compiled  these,  bat 
I  would  like  permission  to  incorporate  the  editorials  in  the  record; 
they  are  simpljr  editorials  of  the  farm  papers  in  the  United  States, 
giving  their  opinions  on  this  subject. 

Mr.  BuLKELY.  I  think  that  would  be  very  instructive  to  have  that 
in  the  record. 

Mr.  Moss.  And  if  the  committee  desires,  I  can  leave  these  extracts 
with  it.  I  do  not  care  to  have  them  printed ;  but  I  would  like  to 
have  the  editorials  printed. 

Mr.  Woods.  Mr.  Chairman,  are  you  not  opening  the  gate  prettj 
widely  when  you  start  in  to  publish  editorial  comments  on  a  propo- 
sition of  this  kind? 

Mr.  Moss.  That  is  just  as  the  conmiittee  pleases;  they  can  omit 
them  if  they  desire. 

Mr.  Bathbick.  Mr.  Chairman,  I  think  if  Mr.  Moss  desires  to  do 
that  I  should  like  to  insert  in  the  record  a  great  many  letters  alsa 

Mr.  BuLKLEY.  To  insert  what? 

Mr.  Bathbick.  I  would  like  to  insert  as  a  part  of  my  testimony  t 
good  many  statements  from  newspapers,  and  from  farm  papers, 
and  a  good  many  personal  letters.    I  have  about  500  personal  letters 

Mr.  BuLKLEY.  We  do  not  want  to  print  500  personal  letters  in  the 
record.  If  you  will  submit  what  you  want  to  have  printed  we  will 
go  over  it.  These  [examining  papers]  are  editorials,  and  they  are 
all  reasonably  brief;  and  there  are  not  too  many  or  them;  and  I 
think  an  editorial  of  an  agricultural  paper  is  on  a  little  different 
basis  from  a  personal  letter  from  an  individual.  If  you  have  any- 
thing, Mr.  Bathrick,  in  the  shape  of  editorials  to  submit  we  will  Be 
glad  to  give  them  the  same  treatment ;  but  I  do  not  regard  persmul 
letters  as  being  matter  of  the  same  class. 

Mr.  Bathbick.  I  think  I  have  at  least  100  out  of  many  hundreds 
of  letters  from  men  who  are  prominent  in  farm  organization  work, 
who  have  expressed  an  opinion  respecting  this  legislation,  that  will 
be  instructive  to  those  who  may  read  these  hearing ;  and  those  letters 
are  the  opinions  of  men  who  represent  and  are  active  in  farm  omm- 
zation.  They  are  none  the  less,  however,  the  opinions  mostfy  of 
one  man,  although  I  have  many  indorsements  from  local  granges  that 
could  well  go  in  as  representmg  a  neat  many  people.  But  the» 
one-man  letters  express  the  opinion  of  the  writer,  and  these  editoriili 
express  only  the  opinion  of  the  writer,  and  they  are  not  indicatiie 
of  the  opinion  of  tne  readers  of  those  papers.  An  editorial  written 
by  one  man  at  a  desk  expresses  only  his  own  opinion. 

Mr.  BuLKLEY.  I  think  the  public  may  be  presumed  to  understand 
just  how  far  an  editorial  expresses  the  opmion  of  an  individniL 
As  to  your  letters  from  individuals,  if  you  will  bring  them  to  Ai 
committee  we  will  look  them  over  and  see  whether  they  arc  within 
the  limits  that  could  be  appropriately  printed  in  the  record. 

(Thereupon,  at  4.55  o'clock  p.  m.,  the  subconmiittee  adjourned 
until  Wednesdi^y,  March  18,  1914,  at  10.30  o'clock  a.  m.) 
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WEDNESDAY,    MAKGH    18,    :914. 

United  States  Senate, 

Washington^  D.  C. 
The  subcommittees  assembled  at  10.30  o'clock  a.  m.,  Hon.  Henry 
F.  HoUis  presiding. 

Present:  Representatives  Bulkley,  Stone,  Seldomridge,  Weaver, 
Hayes,  Woods,  and  Piatt. 

Senator  Hollis.  Senator  Norris,  you  may  proceed  with  your  state- 
ment. 

STATEMENT  OF  EON.  GEOBGE  W.  NOBBIS,  A  SENATOB  FBOM  THE 
STATE  OF  NEBBASSJL 

Senator  Norris.  Mr.  Chairman  and  gentlemen,  on  the  question  of 
rural  credits  I  feel  as  though  I  am  one  of  the  pioneers  of  Congress. 
I  believe  that  I  introduced  one  of  the  first,  if  not  the  first,  resolution 
that  was  ever  introduced  in  Congress  providing  for  a  commission  to 
be  appointed  by  the  President  to  go  abroad  and  study  the  question 
jf  farm  loans  and  rural  credits  in  Europe. 

To  the  extent  of  my  abilitv  and  the  time  that  I  could  devote  to  it, 
I  have  studied  the  question  for  quite  a  number  of  years. 

I  do  not  believe  I  care  to  go  into  the  question  this  morning  of  how 
the  resolution  was  sidetracked  which  I  favored,  and  one  which  Sena- 
tor Gronna  introduced  that  I  also  favored  5  but  it  is  sufficient  to  know 
that  out  of  the  agitation  came  the  le^slation  by  which  this  so-called 
commission  studied  the  question  in  Europe. 

In  my  judgment,  it  was  not  the  best  course  to  pursue — that  is,  the 
course  that  was  taken — and  yet  I  want  to  testify  now  that  I  have 
the  greatest  faith  and  confidence  in  those  members  of  that  commission 
whom  I  know,  at  least.  I  am  perfectly  confident  that  Mr.  Moss  gave 
to  it  the  very  earnest  and  patriotic  service  of  which  he  is  capable,  and 
that  the  report  which  has  been  made  is  an  honest  one,  and  that  they 
were  honestly  trying  to  do  the  best  they  could  under  all  the  circum- 
stances. 

I  do  not  agree  entirely  with  their  recommendations,  and  yet  I  am 
ready  to  concede  that  they  are  just  as  earnest  in  trying  to  bring  about 
good  legislation  as  I  am. 

So  that  I  appear  before  you  in  no  critical  sense.  I  intend  to  sup- 
port and  vote  tor  any  legislation  that,  in  my  judgment,  will  improve 
present  conditions. 

I  began  to  study  the  question  because  I  was  impressed  with  the  fact, 
which  I  think  will  be  adinitted  by  all  men,  that  the  farmer  pays  the 
highest  rate  of  interest  paid  by  anybody  and  he  has  the  best  security 
to  oflFer  that  is  or  can  be  offered  by  anybody.  It  seemed  to  me  then, 
and  it  seems  to  me  now,  that  on  the  face  or  it  that  shows  us  there  is 
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something  wrong.  The  farmer  ought  to  be  able  to  get  money  at  i 
less  rate  than  a  man  in  any  other  line  of  business.  And  perhaps  1 
ought  to  pan§e  right  here  to  go  into  one  objection,  the  first  one,  that 
is  always  oflFered  to  the  plan  that  I  am  going  to  propose,  and  that  is 
that  the  legislation  I  propose  is  class  legislation.  I  have  heard  that 
said  in  the  hearings  here,  and  I  have  met  that  objection  in  corre- 
spondence from  men  who  are  honestly  trying  to  do  what  they  bcHert 
to  be  the  best  thing  that  can  be  done.  They  say :  "  We  must  not  leg- 
islate for  the  farmer  by  providing  for  Government  loans,  because  it 
is  class  legislation." 

If  the  benefit  would  be  derived  only  by  the  farmer  I  would  be 
ready  to  admit  the  charge,  and  if  that  were  true  I  would  not  be  here 
to  aavocate  it. 

But,  gentlemen,  this  is  a  greater  question  than  the  farmer.  In 
my  judgment  you  are  considering  the  greatest  subject  of  legislation 
that  can  be  considered  bv  any  legislative  body  on  earth.  All  over 
the  world  the  tendency  has  been,  and  that  is  particularly  true  of 
this  country,  to  leave  the  farm  and  go  to  the  city.  Until  now  we 
have  reached  a  time  when  the  men  in  the  city — unless  they  are  venr 
wealthy — when  the  ordinary  citizen,  the  laborer,  or  the  man  who  is 
a  clerk  getting  a  salary  that  a  few  years  ago  would  have  been  con- 
sidered enormous — all  these  classes  of  people  are  up  against  the 
proposition  that  the  expense  of  living  is  so  great  that  they  can  not 
make  both  ends  meet. 

I  am  not  here  advocating  a  measure  now  that  is  only  for  the  bene- 
fit of  the  farmer,  but  one  that  will,  in  my  judgment,  benefit  all  the 
people,  the  farmer  no  more  than  the  man  who  lives  in  the  city,  unless, 
as  I  said,  he  is  a  very  wealthy  man,  a  millionaire,  to  whom*  the  cost 
of  living  is  nothing  at  all. 

We  have  seen  people  going  from  the  farm  into  the  city,  and  not 
only  ceasing  to  be  producers  but  becoming  consumers,  taking  them 
off  from  one  side  of  the  equation  and  putting  them  on  the  other.  The 
last  census  report  of  the  United  States  shows  that  in  some  of  the 
best  farming  communities  the  population  has  decreased  in  the  coun- 
try and  increased  in  the  already  overcrowded  cities.  It  is  a  lamen- 
table condition.  If  it  goes  on  indefinitely  it  means  ruin:  it  means 
destruction.  Something  must  be  done  to  bring  relief.  So  if  we  can 
do  something  that  will  put  more  people  on  the  fanns  and  take  them 
•jut  of  the  cities  we  are  benefiting  all  of  the  people  and  no  class. 
:^ou  can  not  help  the  farmer  by  increasing  the  number  of  farmers 
and  improving  the  method  of  farming  and  the  raising  of  crops  with- 
out helping  everybody,  because  the  farmer  is  at  the  foundation  of 
all  prosperity. 

Senator  Hollts.  On  the  other  hand,  if  you  make  it  easier  for  more 
farmers  to  go  into  the  business,  do  you  not  increase  competition 
among  farmers  and  thereby  tend  to  injure  those  who  are  already  in 
the  business? 

Senator  Norris.  No.  In  a  limited  field  that  would  be  true,  but  Ae 
agricultural  possibilities  are  unlimited.  The  farmer  now  is  not  gel- 
ting,  in  my  judgment,  all  that  he  should  get  for  his  produce.  I  wiD 
go  into  that  a  little  further  on.  I  am  going  to  advocate  a  plan  thiti 
m  my  judgment,  puts  the  farmer,  who  is  the  producer,  ana  the  ««• 
sumer  nearer  together. 
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dr.  Seujomridge.  Senator  Norris,  would  you  mind  answering  a 
istion  here? 

Senator  Norris.  Certainly  not,  if  I  can. 

Mr.  SELDOMRmoE.  Well,  the  question  in  my  mind  is  this:  Consid- 
ng  this  matter  of  the  depopulation  of  the  farms  and  the  movement 
CO  the  cities,  whether  that  is  not  largely  a  social  rather  than  an 
>nomic  condition? 

Senator  Norris.  To  a  great  extent  I  think  it  is. 
Mr.  Seldomridge.  Yes. 

Senator  Norris.  Yes;  I  think  the  remedy  for  it  is  this:  We  must 
lAe  life  on  the  farm  more  comfortable,  more  enjoyable,  and  more 
"ofitable. 

Mr.  Seldomridge.  That  is  my  conclusion  in  reference  to  the  solu- 
im  of  that  question. 

Senator  Norris.  Yes,  I  agree  with  you;  and  I  am  not  claiming 
IT  what  I  am  going  to  propose  here  that  it  will  be  a  cure  for  all  ills. 
I  will  be  one  step;  it  is  not  the  only  one  that  must  be  taken  and  that 
ill  be  taken. 

You  will  remember  that  Mr.  Moss,  one  of  the  members  of  the  com- 
jssion  that  went  abroad^  the  other  day  told  us,  in  answer  to  a 
(estion  which  I  asked  him,  that  over  in  France  they  have  pro- 
ied  for  a  Government  loan  to  the  farmers  at  2  per  cent,  and  a 
^vision  was  also  made  in  the  law  that  if  the  farmer  stayed  on  the 
TBI  until  he  was  65  years  of  age  they  would  give  him  a  pension 
'  the  balance  of  his  life ;  and  there  was  also  a  provision  in  the  law 
tide  him  over  a  bad  year,  when  he  had  lost  his  crop  by  hail  or 
Dught,  or  any  other  natural  cause — all  tending  to  show  that  men 
b  beginning  to  realize  that  it  is  necessary  for  the  protection  of 
jiety  and  the  salvation  of  humanity  that  we  must  get  more  men  on 
nns  and  make  their  business  more  profitable.  So  that  when  some 
B  says,  "  You  are  legislating  here  for  the  farmer,"  I  say,  "  There 
nothing  in  it."  Why  we  legislated  in  the  banking  and  currency 
1 — and  I  am  not  speaking  of  it  in  a  critical  sense;  J[  voted  for  it; 
slanted  a  good  many  changes  in  it  that  I  did  not  get,  but  I  thought 
was  an  improvement,  and  I  cast  my  vote  for  it — that  primarily 
Ips  the  baiJcer.  Now  I  would  not  say  that  because  it  helps  the 
tl^er  it  does  not  help  anybody  else.  The  banker  was  the  mstru- 
mtality.  Perhaps  he  will  get  more  benefit  out  of  it  than  he  ought 
ii  but  it  is  through  the  banker  that  we  reach  down  and  help  the 
niness  man,  and  through  the  business  man  the  farmer.  Assuming 
tit  we  are  all  honest,  all  classes  of  people  are  honest  and  patriotic, 
len  it  follows  that  we  are  all  in  the  same  boat,  and  we  can  not  help 
le  without  helping  all.  This  is  particularly  true  when  we  get 
9wn  to  the  foundation  of  all  prosperity — the  farm. 
1  have  listened  with  a  great  deal  of  interest  to  some  of  the  hear- 
gs  that  have  taken  place  here,  and  while  I  do  not  expect — I  will 
f  frankly— that  the  Ibill  which  I  advocate  and  which  I  have  intro- 
Qed  will  become  a  law  at  this  time,  and  therefore  I  appear  before 
CI  gentlemen  somewhat  discouraged  along  that  line,  I  am  con- 
ent  that  some  time,  and  I  believe  it  will  be  within  the  lifetime  of 
lie  of  those  who  are  now  listening  to  me,  we  will  have  something 
this  kind.  I  know  that  agitation,  discussion,  consideration  is 
Pessary  in  order  to  take  a  step  in  advance  at  any  time  ^  and  in  ad- 
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vocating  the  step  that  I  want  Congress  to  take,  1  think  I  feel  thit 
Congress  will  not  take  it  now.  But  I  want  to  sow  the  seed,  at  tin 
risk  of  my  own  reputation,  that  I  believe  will  eventually  bring 
forth  valuable  fruit. 

I  started  out  in  the  study  of  this  subject  opposed  to  the  propow 
tion  that  I  am  goin§  to  advocate.    I  have  not  reached  it  because 
was  trymg  to  reach  it,  but  I  reached  it  because,  in  the  study  that 
was  able  to  make  of  it,  it  seemed  to  me  to  be  the  best  practical  Bd 
tion  of  the  proposition. 

I  understand  that  the  President  of  the  United  States  is  opposed 
anything  like  what  is  contained  in  the  bill  I  am  advocatmg.  " 
Secretary  of  Agriculture  is  opposed  to  it.  Most  of  the  leaders 
Members  of  Congress,  perhaps  now,  are  opposed  to  it  But  a  fe^. 
years  affo  there  were  none  that  favored  it;  and  I  Imow  that  by  tl4J 
so-called  experts,  the  men  like  me  who  favor  it  are  held  up  to  rioicuU 
and  denounced  as  unsafe  legislators,  and  all  such  things  as  that! 
Healizing  as  I  do  that  I  do  not  expect  to  be  successful  now  in  thi^ 
legislation,  and  that  I  am  going  to  be  criticized  from  a  great  maoy 
sources,  it  is  with  a  feeling  of  some  discouragement  that  I  take  ng 
the  subject. 

I'erhaps  I  can  best  explain  my  views  by  reviewing  the  biU  thit  I 
have  introduced  and  which  I  advocate. 

Mr.  Chairman,  this  bill  (S.  4061)  provides  for  the  loaning  oft 
money  on  farms  directly  by  the  Government.  It  provides,  to  bcj^ 
with,  for  the  establishment  in  the  Department  of  Agriculture  ol 
a  bureau  of  farm  loans.  The  first  section  dwells  entirely  apaa' 
that,  and  provides  for  the  establishment  of  such  a  bureau,  witn  t 
director  and  an  assistant  director  and  other  assistants.  In  that  sec- 
tion, and  in  subsequent  sections,  I  have  endeavored  to  take  thii 
bureau  entirely  out  of  politics. 

That,  by  the  way,  is  another  objection  to  the  plan  I  propose  tnd 
one  that  went  a  long  way  toward  controlling  me  in  my  oppositioa 
in  the  years  that  are  past.  It  is  said  that  it  will  get  into  politics. 
I  believe  in  this  bill  I  have  removed  the  system  entirely  from  politics. 
I  have  provided,  for  instance,  that  the  director  and  the  assistiflk 
director  provided  for  shall  be  appointed  by  the  President  and  con* 
firmed  by  the  Senate  for  a  term  of  10  years,  and  that  they  shall  bo 
removed  from  office  during  the  term  only  for  cause,  and  thit  in 
case  of  neglect  of  duty  or  violation  of  law  by  either  one  or  both  of 
these  officers,  in  order  to  bring  about  their  removal  charges  mn* 
be  made  and  a  trial  must  be  had,  and  the  trial  must  be  public;  and 
after  such  hearing  the  Secretary  of  Agriculture  shall  have  the  rig^ 
to  remove  either  one  of  them,  but  only  then  with  the  consent  in 
writing  of  the  President  of  the  United  States. 

I  think  those  provisions,  together  with  some  others  that  I  wiB 
mention  later,  will  remove  this  bureau  entirely  from  politics  as  con* 

?letely,  and,  in  fact,  more  completely,  than  the  Interstate  Commeroi 
lommission  is  now  removed  from  politics.  I  am  ready  to  adnulj 
that  if  this  became  a  political  machine  it  would  not  be  worthy  of  | 
consideration,  and  I  would  be  the  last  man  in  the  world  to  support ! 
a  proposition  of  this  kind  if  I  thought  it  ever  could  be  used  iS  » 
political  or  partisan  agency. 
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In  section  2  of  the  bill  I  provide  for  making  farm  loans  on  farm 
nds  located  anywhere  in  tne  United  States,  secured  by  mortgage, 
provide  that  tne  debt  shall  bear  interest  at  the  rate  of  4  per  cent 
sr  annmn,  the  interest  payable  semiannually,  and  that  no  loans 
lall  be  made  on  a  less  amount  of  land  than  10  acres  nor  for  a  larger 
moimt  than  $2,000. 

These  figures  are  tentative,  of  course.  I  have  placed  them  as  they 
re  because  T  wanted  to  provide  for  the  small  farmer.  I  do  not  be- 
eve  that  we  are  called  upon  to  provide  a  method  by  which  men 
rho  own  several  thousand  acres  of  land  and  are  very  wealthy  shoidd 
e  able  to  borrow  money  from  the  Government,  although  that  might 
e  one  of  the  changes  ad\dsable,  making  the  loan  larger;  personally 
^.  would  make  the  maximum  amount  smaller  rather  than  larger.  I 
fint  to  induce  men  who  are  not  already  farmers  to  go  on  farms;  to 
piduce  men  who  are  tenants  to  become  landowners.  I  think  the 
hodel  condition  of  any  country  would  be  one  where  the  men  who 
IQIed  the  soil  were  the  owners  or  the  soil  they  tilled. 

I  provide  that  one-fifth  of  this  mortgage  shall  become  due  in  five 
Hbus,  and  that  thereafter  one-fifth  shall  become  due  in  each  year, 
tt  that  the  entire  mortgage  will  mature  in  10  years,  and  also  provide 
lat  at  the  time  of  the  maturity  of  any  interest  payment  the  farmer 
in  paj  $100  or  anv  multiple  of  $100  and  clear  up  his  entire  loan  it 
i  desires  to,  and  that  in  making  such  payments  the  interest  thereon 
lall  afterwards  cease. 

In  section  3  I  make  provision  for  the  borrower  and  define  who  the 
ttTOwer  can  be.  He  can  make  ai)plication  before  a  postmaster 
lywhere  in  the  United  States,  which  application  must  be  made 
ider  oath.  He  must  establish  that  he  is  a  man  of  good  moral 
laracter,  and  has  a  ffood  reputation  in  the  neighborhood  where  he 
sides;  and  it  provides  that  no  loan  shall  be  made  to  any  person 
ho  is  not  an  actual  resident,  and  engaged  in  the  cultivation  of  the 
nd  oflfered  as  security,  with  the  exception  that  where  he  is  purchas- 
ig  the  land,  or  borrowing  money  for  the  purpose  of  building  on  it, 
ader  proper  rules  and  regulations  made  oy  the  bureau,  the  money 
in  be  advanced.  And  this  section  provides  that  the  loan  shall 
ot  exceed  one-half  of  the  value  of  the  land. 

This  section  also  provides  for  what  purposes  the  loan  can  be  had. 
here  are  just  three  purposes  allowed  in  the  bill:  First,  to  make 
ayment  of  part  of  tne  purchase  money  of  the  land  mortgaged; 
econd^  to  pay  off  an  indebtedness  existing  against  the  land ;  third,  to 
oild  improvements  on  the  land,  and  then  there  is  a  proviso  that 
fader  proper  rules  and  regulations  the  bureau  can  permit  50  per 
«nt  of  the  loan  to  be  used  for  the  purchase  of  stock  and  farming 
mplements. 

These  are  details;  something  of  the  kind  I  think  ought  to  be  in 
he  bill.    It  may  be  that  changes  could  be  made  to  advantage. 

Section  4  of  the  bill  provides  for  confidential  reports  to  be  made 
y  postmasters  whenever  they  are  asked  to  make  them.  Now,  gentle- 
len,  there  is  not  a  place  in  the  United  States,  with  the  machinery 
e  now  have,  where  the  Government  at  Washington  could  not  get 
mfiiclential  information  with  regard  to  any  man  who  is  making 
^plication  for  a  loan.  There  is  not  a  place  that  is  not  within  a 
3asonable  distance  of  a  postmaster,  who  is  occupying  a  position  of 
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trust  under  the  United  States.  There  would  not  be  one  time  i 
thousand  where  an  application  would  be  made  where  the  postman 
in  the  vicinity  would  not  know  the  man  personally,  and  not  only  kr 
him  personally  but  know  all  about  him.  He  would  know  his  repi 
tion;  he  would  know  whether  he  was  honest  or  dishonest;  he  wo 
know  whether  he  was  a  man  of  good  character  or  otherwise.  So  t 
we  are  in  shape  now,  with  the  machinery  we  have  and  without  ad 
tional  expense,  to  get  practically  all  the  information  we  would  w 
in  order  to  make  a  sare  loan. 

Section  5  provides  for  an  abstract  of  title,  and  the  appraisers,  € 
going  into  some  detail  as  to  just  what  shall  be  done  in  order 
make  a  prima  facie  showing  to  get  a  loan. 

Section  6  provides  that  the  United  States  district  attorney  of 
district  where  the  land  is  situated  shall  pass  on  the  abstract.    Ag^ 
here  we  have  the  machinery,  the  legal  machinery,  to  put  this  i 
operation.    It  provides  also  that,  in  case  of  foreclosure,  such  disti 
attorney  shall  represent  the  bureau. 

Section  7  provides  that  post-office  inspectors,  deputy  United  StJ 
marshals,  and  other  officials  of  the  United  States  Government  si 
make  investigations,  when  called  upon  by  this  bureau,  and  to  mi 
confidential  reports. 

Section  8  provides  for  forfeitures  in  certain  cases,  so  that  if,  ai 
taking  all  of  the  safeguards  provided  by  law,  the  Government  sho' 
be  deceived,  as  occasionally  it  wovdd  be,  without  any  doubt,  tl 
could  take  advantage  under  the  law  of  facts  that  would  enable  th 
to  immediately  foreclose  the  mortgage. 

This  section  provides  that  if  the  owner  of  the  land  shall  pen 
the  taxes  to  become  delinquent,  if  he  has  not  applied  the  money 
he  promised  he  would,  or  if  he  has  made  any  false  statement  in 
application,  or  if  he  neglects  to  properly  care  for  the  improveme 
on  the  land,  or  does  any  other  act  that  materially  injures  the  va 
of  the  security  either  by  overt  act  or  by  neglect  or  inattention, 
Government  can  foreclose  the  mortgage,  declare  it  all  due  and  p 
able,  and  thereafter  the  loan  shall  draw  interest  at  the  rate  o 
per  cent. 

Section  9  provides  for  the  making  of  interest  payments.  I  h 
endeavored  all  the  way  through  to  make  it  just  as  cheap  and  as  e 
as  possible  for  the  man  who  Dorrows  the  money — in  the  first  pli 
to  get  the  money,  and  in  the  next  place,  to  pay  the  debt — ana  t 
provides  that  he  can  pay  to  the  postmaster,  and  that  the  postmas 
shall  remit  it,  and  provides  that  the  funds  that  this  bureau  has 
hand  shall  be  kept  on  deposit  in  one  or  more  of  the  Federal  rese 
banks  that  are  already  provided  for  by  law. 

I  have  made  provision  in  section  11  that  the  Government  < 
take  up  a  prior  lien  which  has  escaped  their  attention  and  pay 
tax  or  any  prior  lien.  It  can  purchase  the  land  at  a  foreclosure  9 
and  after  having  purchased  the  land  can  sell  it  again  without  gett 
consent  of  Congress.  Now,  in  brief,  that  is  the  method  provided 
this  bill  for  the  loaning  of  money. 

We  now  come  to  the  proposition  of  the  Government  getting^ 
money  for  the  purpose  of  making  the  loans,  and,  briefly  statra^ 
section  12  it  is  provided  that  this  bureau  shall  issue  the  l>onds  of 
tJnited  States,  payable  in  10  years,  drawing  ^  per  cent  inter 
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t  is  one-half  per  cent  interest  less  than  they  get  for  the  farm 
L,  and  it  proviaes  that  the  bonds  shall  be  issued  m  denominations 
100  or  any  multiple  thereof. 

',  is  my  belief  that,  if  this  were  enacted,  the  money  coming  into 
bureau  would  come  from  the  small  investor,  often  from  children 
>  are  saving  their  pennies,  and  when  they  get  $100  they  would 
^  it  in  these  Government  bonds  drawing  Si  per  cent  interest 
aey  would  come  out  of  the  community  in  which  the  land  was 
.ted  upon  which  the  loans  were  made. 

Q  other  words,  it  would  provide  for  a  clearing  house  where  the 
1  who  has  the  money  and  wants  to  loan  it  on  security  guaranteed 
the  Government  could  take  his  money  and  where  the  man  who 
its  to  borrow  it  on  the  security  provided  for  in  the  bill  could 
i'e  in  and  get  it 

i;  might  be  compared  to  a  bank,  although  it  has  not  the  functions 
in  ordinary  bank.  It  would  be  a  bank,  if  you  called  it  such, 
re  only  one  kind  of  deposits  are  received — deposits  due  in  10 
B ;  time  deposits  due  in  10  years — and  one  that  would  loan  money 
r  on  land,  as  provided  for  m  the  bill. 

ne  of  the  reasons  why  an  ordinary  bank  can  not  loan  money 
Parms  is  because  the  bank's  obligations  are  demand  obligations, 
tly.  And  if  they  are  not  demand  obligations  they  are, at  least 
t-time  obligations,  and  they  must  make  loans  that  are  usually 
5d  "  liquid,"  so  they  can  realize  on  them  without  delay. 
:  we  get  such  a  thing  as  a  bank  that  would  receive  money  on  de- 
t  and  issue  certificates  on  it  payable  in  10  years,  these  condi- 
s  would  not  exist;  and  this  would  be  a  bank,  if  you  called  it  a 
k,  that  received  deposits  only  from  those  who  are  willing  to 
w  their  deposits  to  rest  for  10  years. 

[y  judgment  is  that  this  bureau  would  get  money  from  every 
Jet,  and  from  every  post  office,  and  from  every  locality  in  the 
ted  States.  It  is  not  putting  the  Government  in  debt,  except  in 
most  technical  sense,  oecause  I  think  anyone  will  concede  that 
his  bureau  were  properly  managed  it  would  be  the  safest  busi- 
\  that  the  Government  has  ever  undertaken.  There  would  be  no 
ger  of  there  coming  a  time  when  they  could  not  meet  their  obli- 
Lons. 

have  also  provided  in  this  section — or  in  some  other  section,  I 
ik  it  is  this  one — that  after  the  act  has  been  in  force  one  year 
!  bureau  will  have  the  right  to  lower  the  rate  of  interest  charged 
the  loans  made  thereafter  if  the  business  will  warrant  it. 
[y  own  judgment  is  that  we  will  find  one-half  of  1  per  cent  will 
[nuch  more  of  a  margin  than  will  ever  be  necessary,  and  that 
•e  will  be  a  large  profit  accruing  to  the  Government  on  account 
t;  and  I  have  stipulated  in  the  bill  that  the  intention  of  the  law 
iat  the  bureau  shall  loan  the  money,  charging  as  low  a  price  as 
an,  and  as  experience  shows  it  can  be  done,  to  meet  the  obliga- 
s  the  Government  assumes  when  it  issues  the  10-year  bonds, 
o,  in  my  judgment,  after  this  bill  has  been  in  force  for  a  while, 
will  find  the  larmer  getting  money  at  less  than  4  per  cent. 
had  a  talk  yesterday  with  Senator  Dillingham,  of  Vermont,  who 
onnected  with  one  of  the  large  insurance  companies.  I  can  not 
.11  the  name  of  it  just  now.  Senator  Hollis,  do  you  know  the 
le? 
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Senator  Hollis.  Perhaps  it  is  the  National  Union,  I  am  not  son. 

Senator  Norris.  No  ;  I  do  not  think  that  is  it. 

Senator  Hollis.  This  is  a  Vermont  company? 

Senator  Nokkis.  Yes.  It  is  not  material,  however,  what  the 
of  the  company  is.  They  have  been  lending  money  for  sevenl 
years  on  farm  loans.  Senator  Dillingham  told  me  yesterday  tiat 
thev  had  to  charge  off  on  their  books — they  invest  in  railroad  bondl 
and  all  kinds  of  securities  in  addition  to  farm  loans — that  they  hai 
to  charge  off  on  their  books  several  million  dollars  last  year  on  •©• 
count  of  the  depreciation  in  the  value  of  a  great  many  of  tneir  secmi- 
ties;  but  not  $1  was  charged  off  on  account  of  farm  loans;  and  that 
taking  their  business  all  together,  taking  it  in  the  aggr^ate,  tht 
profit  on  the  farm  loans  was  sufficient  to  give  them  a  pront  on  ti» 
entire  business,  although  they  had  charged  off  a  great  deal  of  mooBj 
on  account  of  other  securities. 

He  told  me  that  with  $28,000,000  of  farm  loans  on  the  1st  dir 
of  January  this  jrear  there  was  not — now,  it  might  have  been  a  smtll  «: 
amount,  but  I  think  he  said  there  was  not  a  dollar  of  unpaid  inte^ , 
est,  no  loreclosures  pending,  and  nothing  of  that  kind.    If  carefullj 
done,  it  is  the  safest  business  in  the  world. 

Referring  again  to  the  question  of  this  getting  into  politics,  ia 
addition, to  those  provisions  that  I  have  referred  to  in  regard  ta 
the  bureau  itself,  and  keeping  it  out  of  politics,  I  have  provided  ia 
section  17 — but  first  let  me  say  that  it  was  argued  here  the  other  day 
by  the  expert  of  this  committee,  in  answer  to  a  question,  I  think,  that 
I  asked  myself,  that  if  the  Government  would  go  into  the  busincai 
of  making  loans  direct  it  would  become  a  ^eat  political  machine, 
and  that  Senators  and  Eepresentatiyes  would  be  daily  going  afUr 
that  bureau,  and  saying,  "  Here  is  this  man,  or  that  man,  who  wants 
a  loan,  and  I  want  you  to  give  it  to  him." 

Senator  Hollis.  To  whom  do  you  refer.  Senator  Norris,  when 
you  say  "the  expert  of  this  committee"?  I  ask  that,  because  the 
record  ought  not  to  create  an  impression  that  we  have  had  any  ex- 
pert here  to  testify. 

Senator  Norris.  Well,  I  may  be  mistaken;  I  have  not  been  here 
to  many  of  your  hearings.    It  was  Dr.  Coulter  to  whom  I  referred 

Senator  Hollis.  Oh,  yes;  but  he  is  not  the  expert  of  the  com- 
mittee. 

Senator  Norris.  He  is  not? 

Senator  Hollis.  No  ;  he  is  a  member  of  the  commission,  and  he 
testified  before  this  committee  in  just  the  same  way  that  the  other 
witnesses  did;  he  was,  however,  one  of  the  joint  authors  of  the 
Fletcher-Moss  bill. 

Senator  Norrii^.  Well,  perhaps  it  would  be  right  to  say  that  he 
is  "  an  expert." 

Senator  Hollis.  Yes. 

Senator  Norris.  I  think  he  is.  I  am  speaking  of  him  with  a  greet 
deal  of  respect,  because  I  think  he  has  given  this  matter  a  great  deal 
of  study. 

Mr.  Weaver.  Would  you  pardon  a  suggestion  in  the  way  of  a  criti- 
cism of  section  13,  Senator  Norris? 

Senator  Norris.  Certainly. 


Digitized  by 


Google 


BUBAL  GBEDITS.  923 

Mr.  Weaver.  I  think  your  provision  is  exactly  right,  to  the  effect 
Git  Senators  and  Representatives  ou^ht  to  be  prohibited  from  ex- 
ting  any  political  influence  of  any  land  in  securing  these  loans; 
Lt  you  go  further  and  provide  for  the  forfeiture  of  the  office  of  the 
niator  or  Representative  who  violates  that  provision,  I  suppose  by 
judgment  of  a  court,  and  that  could  not  be  done,  I  think.  Under 
le  Constitution  each  House  is  the  exclusive  judge  of  the  election 
tid  qualifications  of  its  own  Members ;  and  the  only  way  you  can  get 
id  of  a  Senator  or  Representative  is  by  expulsion  by  the  body  of 
diich  he  is  a  Member. 

Senator  Norms.  Yes;  I  agree  with  you.    I  will  say  that  if  this 
Wre  the  law  it  would  be  the  duty  of  the  Senate  or  the  House  of 
tepresentatives  to  take  that  action. 
Mr.  Weaver.  Yes. 

Senator  Norris.  Of  course,  there  is  no  way  to  compel  them  to 
>it 

Senator  Hollis.  This  could  be  made  a  legal  cause  if  the  Senate  or 
e  House  should  choose  to  apply  it. 
Senator  Norris.  Yes.    But  it  is  provided  in  section  13 — 

It  it  sbaU  be  unlawful  for  any  Senator  or  Member  of  the  House  of  Repre- 
itatives  or  any  other  official  of  the  Government  of  the  United  States  to  use 
attempt  to  use  any  political  or  other  influence  to  induce  the  bureau  to  make 
refcse  to  make  any  loan  or  loans.  Any  person  found  guilty  of  the  conduct 
this  section  prohibited,  shall  be  deemed  guilty  of  a  misdemeanor,  and  upon 
ivlction  thereof  shall  be  fined  in  any  sum  not  exceeding  $2,000,  and  in  addi- 
a  thereto  shall  be  removed  from  office. 

Even  if  the  provision  was  excluded,  which  Mr.  Weaver  referred  to, 

*  Congressmai^  would  take  that  risk. 

Mr.  Weaver.  Of  course,  the  theory  of  it  was  that  the  legislature 

ould  be  independent  of  the  judiciary,  and  vice  versa. 

Senator  Norris.  Yes. 

Mr.    Weaver.  Otherwise    some    judge    might    depopulate    both 

ouses  of  Congress  if  he  got  angry  with  them. 

Senator  Norris.  Oh,  yes;  I  agree  with  you  on  that.    Of  course, 

lis  penalty  would  never  be  applied,  because  all  of  you  know  that  if 

lis  Dill  were  passed  you  would  want  to  be  relieved  from  that  very 

[isiness.     You  would  know  if  you  were  patriotic  and  honest  that 

ou  ought  to  be  relieved  from  it,  and  that  it  was  entirely  outside  of 

our  business,  and  there  would  not  be  a  Member  of  Congress  who 

^ould  ever  be  guilty  of  it,  because  he  would  take  advantage  of  a 

iw  made  for  his  protection  as  much  as  the  protection  of  the  Gov- 

nment. 

Section  14  of  my  bill  provides  a  penalty  for  other  officials.     It 

rovides : 

"  It  shall  be  unlawful  for  any  official  or  any  officer  or  member  of 

ly  political  committee,"  and  so  forth;  it  goes  down  even  to  the 

mmittees  and  provides  a  penalty  there. 

In  order  to  go  a  little  further,  section  15  of  the  bill  provides  for 

iblicity  and  makes  it  the  duty  of  this  bureau,  which  is  a  bureau 

At  is  removed  from  the  control  of  Members  of  Congress  and  other 

Scials  of  the  Government — it  provides  that  this  bureau  shall  give 

iblicity  to  any  attempt  that  is  made  by  anybody  to  influence  its 

tions. 
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Section  16  is  a  general  provision  that  provides  for  punishment  fat 
false  representation. 

That  any  person  who  shall  make  any  false  representation  to  said  biireinli| 
connection  with  the  making  or  the  investigation  of  any  application  for  1 1 
shall  be  deemed  guilty  of  a  misdemeanor,  and  upon  conviction  thereof  i 
he  fined  in  any  sum  not  exceeding  $1,QP0  or  be  imprisoned  for  a  tenn  notl^ 
exceeding  one  year,  or  both  such  line  and  imprisonment,  in  the  discretion  d  \^ 
the  court. 

Now,  I  think,  gentlemen,  if  that  were  put  into  effect,  every  mm 
in  every  community  would  have  an  interest  in  it,  and  it  would  he 
practically  an  impossibility  for  a  disreputable  man  to  come  any- 
where near  getting  along.  Men  who  live  in  a  community  whm 
there  might  be  a  reckless  disreputable  character,  who  was  trying  it 
get  a  loan  from  the  Government,  would  be  interested  in  notifyiBg 
the  Government,  and  after  a  proper  investigation  was  made  by  ttie 
proper  officers,  the  Government  would  be  fully  informed  as  to  jnat 
what  they  ought  to  do. 

There  are  some  other  objections  that  I  do  not  believe  I  care  to 
take  the  time  of  this  committee  to  discuss  now,  that  are  made  to  this 
principle,  and  as  I  said  at  the  beginning  of  my  study  of  this  ques- 
tion I  was  opposed  to  the  principle.  I  did  not  believe  (for  I  wis 
taught  that  kind  of  politics)  that  it  would  be  wise  for  the  Govern- 
ment to  engage  in  anything  of  this  kind. 

I  have  now  reached  the  conclusion  that  it  is  proper,  because,  first) 
I  think  that,  properly  safeguarded,  there  is  absolutely  no  risks  to 
run ;  and  secondly,  because  it  would  be  a  great  step  toward  relieving 
a  situation  that  not  only  hurts  us  now  but  will  continue  to  hart  m 
until  it  is  remedied. 

The  method  that  I  have  briefly  outlined  would,  in  my  judgment, 
bring  the  borrower  and  money  lender  together ;  it  would  remove  the 
middlemen;  it  would  remove  the  men  who,  following  an  honorable 
occupation — I  am  not  complaining  against  anybody — by  making  a 
living  and  making  fortunes,  making  millions  of  dollars  by  simply 
taking  the  money  on  the  one  hand  of  people  having  it  to  lend  and 

fiving  it  to  the  fellow  on  the  other  hand  who  wants  to  borrow  it 
f  we  can  relieve  the  man  who  borrows  the  money  from  the  payment 
of  these  commissions  that  are  necessary  to  keep  a  vast  army  of  men 
in  luxury  we  will  have  done  a  great  thing. 

The  bill  proposed  by  the  commission  provides  for  a  good  deal  of 
machinery.  That  mancinery  must  all  oe  oiledj  and^  the  ultimata 
consumer  always  pays  all  the  expenses,  which,  m  this  case,  means 
the  man  who  borrows  the  money. 

We  have  passed  a  banking  and  currency  law  providing  for  a  new 
kind  of  currency  that  the  Government  issues,  and  that  the  Govoti- 
ment  is  obligated — and  again  I  want  to  say  that  I  am  not  speaking 
of  it  in  a  critical  sense  at  all,  I  am  only  using  it  as  an  illustration— 
that  the  Government  is  obligated  to  redeem ;  it  is  the  obligation  a! 
the  Government  primarily,  and  it  must  be  redeemed  by  the  Goven- 
ment,  as  everybody  knows,  on  demand,  and  in  gold ;  in  my  judgment 
we  are  not  taking  a  greater  step  in  the  way  of  governmental  assist* 
ance  to  the  activities  of  the  citizenship,  if  we  pass  a  bill  proviiUng 
for  a  bureau  of  farm  loans,  than  we  have  already  taken  in  the  bank- 
ing and  currency  act.  And,  in  my  judgment,  we  would  do  a  great 
deal  more  good  to  our  citizens  and  to  humanity  by  taking  this  step 
^an  in  the  one  we  Yiav^  «\T%a.d^  Ukan, 
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Senator  Hollib.  We  thank  you  very  much,  Senator  Norris,  for 
^nr  remarks. 

Senator  Nobris.  I  wanted  to  ask  permission,  Mr.  Chairman^  to 
^ve  printed  as  a  part  of  my  remarks  the  bill  that  I  was  discussing, 
iich  was  introduced  by  me  (S.  4061). 
Senator  Hollis.  If  there  is  no  objection  that  will  be  done. 
(The  bill  referred  to  is  as  follows:) 

[S.  4061,  63d  Cong.,  2d  sess.] 

illiLi  Proyldlng  for  the  establtshment  of  a  Bureau  of  Farm  Loans  In  the  Department 

of  Agrrlculture. 

e  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United 
tes  of  America  in  Congress  assembled.  That  there  is  hereby  established  in 
Department  of  Agriculture  a  bureau  to  be  called  the  Bureau  of  Farm  Loans. 
ire  shall  be  appointed  a  director  of  said  bureau,  who  shall  receive  a  salary 
>6»000  per  annum,  and  an  assistant  director,  who  shall  receive  a  salary  of 

00  per  annum.  The  assistant  director  shall  perform  the  duties  of  the 
ictor  of  said  bureau  in  case  of  the  death,  resignation,  removal  from  office, 
Absence  of  the  director,  and  he  shall  also  perform  such  other  duties  as 
r  be  assigned  to  him  by  the  Secretary  of  Agriculture,  by  the  director,  or  by 
.  There  shall  also  be  in  said  bureau  a  chief  clerk  and  such  other  agents, 
k8>  Inspectors,  and  employees  as  are  provided  for  in  this  act  or  as  may 
safter  be  authorized  by  law,  or  as  may  be  authorized  by  the  Secretary  of 
icnltnre.  The  director  and  assistant  director  shall  hold  their  respective 
«8  for  a  term  of  ten  years  and  shall  be  removed  from  office  during  such 
Q  only  for  cause.  The  Secretary  of  Agriculture  can  remove  either  of  said 
lers  for  a  violation  of  law  or  neglect  of  duty,  but  only  after  a  public  trial 
n  charges  duly  made,  of  which  the  accused  official  shall  have  reasonable 
Ice,  and  then  only  upon  the  approval  in  writing  of  the  President  of  the 
ted  Statea  The  director  and  assistant  director  shall  be  appointed  by  the 
sldent,  by  and  with  the  advice  and  consent  of  the  Senate,  and  in  case  there 
L  vacancy  in  either  of  said  offices  the  appointment  to  fill  the  same  shall  be 
le  for  the  full  term. 

EC.  2.  That  under  the  rules  and  regulations  made  by  the  director  of  said 
eau  and  approved  by  the  Secretary  of  Agriculture,  and  in  accordance  with 

provisions  hereinafter  provided,  the  said  bureau  shall  make  loans  on  farm 
ds  located  in  any  of  the  States  of  the  Union  or  in  the  District  of  Columbia. 
d  loans  shall  be  secured  by  mortgage  made  payable  to  said  bureau,  and  shall 
T  interest  at  the  rate  of  four  per  ceutuni  per  annum,  payable  seuii annua lly. 

loan  shall  be  made  upon  any  tract  of  land  less  than  ten  acres  in  area. 
ins  shall  be  made  only  for  $100  or  any  nniltiple  of  $100  up  to  and  Including 
DOO.  The  mortgage  securing  any  such  loan  shall  i)rovirle  that  at  the  end 
five  years  one-flfthi  of  said  loan  shall  become  due.  and  that  thereafter  one-fifth 
said  loan  shall  become  due  each  year  until  the  entire  loan  matures.  Said 
rtgage  shall  also  provide  that  whenever  any  Interest  is  due  the  mortj?agor 
Ms  grantee  shall  have  the  right  to  pay  the  entire  loan  or  to  make  a  pay- 
at  of  $100  or  any  multiple  thereof  on  the  principal  thereof,  and  upon  such 
ment  being  made  the  interest  on  the  amount  so  paid  shall  thereupon  cease, 
d  mortgage  shall  also  provide  that  both  principal  and  interest  shall  draw 
jrest  at  the  rate  of  six  i)er  centum  per  annum  from  maturity. 
EC.  3.  That  no  person  shall  be  entitled  to  a  loan  of  money  from  said  bureau 
il  he  has  made  application  therefor  under  oath  upon  blanks  to  be  furnished 
said  bureau.    Such  application  can  be  sworn  to  before  any  person  author- 

1  to  administer  an  oath,  and  all  postmasters  and  their  deputies  In  the 
ted  Stajtes  are  hereby  authorized  to  administer  oaths  to  applicants  making 
lication  for  loans  under  this  act  and  to  administer  oaths  to  such  applicants 
»ther  persons  to  any  other  affidavit  made  necessary  by  the  rules  and  regula- 
M  of  said  bureau.  Whenever  any  oath  is  administered  by  a  postmaster  or 
aty  postmaster  no  charge  shall  be  made  therefor.     No  person  shall  be  entl- 

to  a  loan  under  this  act  who  is  not  of  good  moral  character  and  who 
9  not  establish  to  the  sjitisfaction  of  said  bureau  that  he  is  honest  and 
r«  a  good  reputation  in  the  neighborhood  where  he  resides.  No  loan  shall 
nade  to  any  person  who  is  not  an  actual  resident  and  engaged  in  the  cultl- 
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vation  of  the  land  offered  as  security :  Provided,  That  where  the  applicant  for 
the  loan  is  endeavoring  to  secure  the  money  for  the  purpose  of  building  a  boom 
upon  the  laud  or  for  the  purpose  of  making  part  payment  upon  the  purchase 
price  thereof,  the  bureau  can  waive  this  stipulation  if  convinced  that  it  is  the 
intention  of  applicant  as  soon  as  possible  to  reside  upon  the  land  and  to  culti- 
vate the  same,  the  intention  of  this  act  being  to  provide  money  only  for  persani 
who  intend  to  reside  upon  and  cultivate  the  land  which  they  offer  as  security. 
No  loan  shall  be  made  for  more  than  one-half  of  the  value  of  the  land  offered 
as  security  and  only  for  one  or  more  of  the  following  purposes : 

First.  To  make  payment  of  part  of  the  purchase  money  of  the  land  to  be 
mortgaged. 

Second.  To  pay  off  an  indebtedness  already  existing  against  said  land. 

Third.  To  build  a  house,  barn,  or  other  building  or  buildings  upon  said  land: 
Provided,  That  said  bureau,  under  proper  rule  and  regulation,  can  provide  that 
not  to  exceed  fifty  per  centum  of  any  loan  may  be  used  for  the  purchaae  d 
stock  and  farm  implements.  Any  applicant  or  other  person  testi^ng  ftlsety 
to  any  material  fact  in  any  application  or  other  affidavit  connected  with  any 
loan  under  this  act  shall,  upon  conviction  thereof,  be  deemed  guilty  of  peijuiy 
and  punished  accordingly. 

Sec.  4.  That  it  shall  be  the  duty  of  every  postmaster,  deputy  postmaster,  cr 
other  employee  or  official  of  the  Grovemment,  without  fee  or  pay  therefor,  to 
make  confidential  reports  to  said  bureau  upon  request  therefor,  upon  anytUai 
pertaining  to  any  loan  and  upon  the  character  or  standing  of  any  appUcaot  or 
witness.  Such  postmaster,  deputy  postmaster,  or  other  officer  shall  aJso,  wtaa 
requested  by  said  bureau,  appoint  appraisers  to  appraise  the  land  oitenA  te 
security  under  the  regulations  of  and  upon  the  blanks  furnished  by  said  Iraresi. 

Sec.  5.  That  any  person  applying  for  a  loan  shall  furnish  to  said  hureao  u 
abstract  of  title  to  the  land  offered  as  security  and  shall  pay  all  the  niciiiiiy 
expenses  connected  with  the  making  of  said  loan.  Such  applicant  shall  fnmiil 
conveyance  for  the  appraisers  appointed  to  fix  a  value  upon  land  offered  for 
the  loan,  or  shall  pay  for  the  tr<insportation  of  said  appraisers  to  and  from  thi 
land,  and  if  required  by  said  appraisers,  he  shall  pay  a  fee  to  each  of  thcsn,  nsl 
ejceeding  two  in  all,  which  fee  shall  be  ascertained  in  adrnnoe  and  fixed  Iqr 
the  official  appointing  said  appraisers.  It  shall  be  the  duty  of  said  bareaa  ail 
the  officials  appointing  said  appraisers  to  select  efficient,  qualified,  and  onhiasri 
persons,  but,  at  the  same  time,  to  regulate  any  fee  that  they  may  charge  for 
such  service  so  as  to  make  the  same  as  small  as  possible.  Said  appraisers  shin 
make  return  upon  blanks  provided  by  the  bureau  and  shall  swear  to  the  same 
before  some  person  qualified  under  this  act  to  administer  an  oath. 

Sec.  6.  That  it  shall  be  the  duty  of  every  United  States  district  attorney  or 
deputy  district  attorney,  upon  request  from  said  bureau,  to  examine  the  ab- 
stract of  title  to  any  land  offered  as  security  under  this  act  and'  to  make 
return  thereof  to  the  said  bureau.  It  shall  likewise  be  the  duty  of  any  dis- 
trict attorney  or  deputy  district  attorney,  when  requested  by  the  bureau,  to 
foreclose  any  mortgage  taken  as  security  for  a  loan  under  this  act  and  to  pros- 
ecute the  same  to  final  judgment.  All  such  services  so  rendered  by  an  attorney 
connected  with  the  Department  of  Justice  shall  be  a  part  of  his  official  doty 
and  shall  be  rendered  without  pay,  but  said  bureau  shall  pay  in  all  cases  the 
actual  expenses  of  any  such  attorney  in  connection  with  such  litigation. 

Sec.  7.  That  it  shall  be  the  duty  of  any  post-office  inspector.  United  States 
marshal,  deputy  United  States  marshal,  or  other  employee  or  inspector  of  any 
other  department,  when  engaged  in  official  business  in  the  vicinity  of  any  land 
mortgaged  to  said  bureau,  upon  request  of  said  bureau,  to  make  a  personal  to- 
spection  of  the  same  and  to  report  thereon  to  said  bureau.  Such  inspecClos 
shall  be  made  without  charge,  but  said  bureau  shall  pay  the  actual  expeDses»  if 
any,  made  necessary  thereby.  It  shall  likewise  be  the  duty  of  any  postmasM 
deputy  postmaster,  or  other  governmental  official  residing  or  doing  busineoi  k 
the  vicinity  of  any  land  that  has  been  mortgaged  to  said  bureau,  upon  reqoitf 
of  said  bureau,  to  make  a  report  upon  said  loan  or  as  to  whether  the  01009 
borrowed  upon  said  land  has  been  expended  or  is  being  expended  in  accoidnoi 
with  the  purposes  for  which  the  same  was  loaned ;  and  in  making  any  loon  oadff 
this  act  the  said  bureau  can  withhold,  under  such  rules  and  regulations  as  ft 
may  prescribe,  any  part  of  the  same  for  the  purpose  of  insuring  the  applicatloi 
of  said  loan  to  the  purposes  for  which  the  same  was  made. 

Seg.  8.  That  should  the  owner  of  any  land  mortgaged  to  said  borean  tMXi  or 
neglect  to  pay  the  interest  thereon  at  or  before  the  time  when  the  same  is  doi^ 
or  permit  the  taxes  on  the  land  to  become  delinqu^t,  or  ne^ect  or  refuse,  witb- 
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)nt  the  consent  of  .said  bureau,  to  apply  the  money  borrowed  In  accordance  with 
tihe  statements  made  in  the  application  for  the  loan,  or  if  he  has  made  any  false 
statement  as  to  any  material  matter  in  said  application,  or  if  he  uep:Iccts  to 
properly  care  for  the  improvements  on  said  land,  or  if  he  do  any  other  act  that 
materially  injures  the  value  of  the  security,  either  by  overt  act  or  by  neglect 
and  inattention,  or  should  said  land,  without  the  consent  of  the  bureau,  cease  to 
be  farmed  and  cultivated,  then  the  said  bureau  shall  have  the  right,  at  its  elec« 
tlon  and  without  notice,  to  declare  the  entire  amount  secured  by  said  mortgage 
due  and  payable,  and  may  take  any  steps  necessary  for  the  foreclosure  of  said 
mortgage  and  the  collection  of  said  loan;  and  from  and  after  said  election  so 
made  by  the  bureau  the  amount  secured  by  said  mortgage  shall  bear  interest  at 
the  rate  of  six  per  centum  per  annum. 

Sec.  9.  That  in  making  any  payment  of  interest  or  payment  of  the  principal, 
or  part  payment  of  the  same,  upon  any  loan  made  under  this  act  the  person 
making  such  payment  can  pay  the  same  to  any  postmaster  designated  by  said 
bureau,  and  the  same  shall  be  transmitted  by  said  postmaster  either  directly  to 
the  bureau  or  to  such  Federal  reserve  bank  as  may  be  designated  by  the  bureau, 
ind  such  postmaster  shall  immediately  notify  the  bureau  of  such  payment  and 
the  transmission  of  the  money  so  paid,  and  thereupon  credit  shall  be  given  for 
he  payment  of  such  money  as  of  the  date  the  same  was  paid  to  the  postmaster. 
The  said  bureau  shall  notify  each  person  to  whom  a  loan  has  been  made  as  to 
lie  post  office  where  payments  upon  his  loan  can  be  made.  The  bureau  may 
nake  such  designation  by  general  circular  or  by  specific  notice  in  writing,  and 
An  designate  by  such  notice  a  post  office  within  a  county  or  other  district  to 
eliich  all  payments  within  such  district  can  be  made. 

Ssa  10.  The  bureau  shall  deposit  all  money  it  receives  in  the  Federal  reserve 
»ank8  provided  for  in  the  act  of  December  twenty-third,  nineteen  hundred  and 
Jiirteen,  and  in  making  disbursements  of  money  it  shall  do  so  by  check  upon 
mch  banks.  Any  Federal  reserve  bank  organized  under  the  said  Federal 
reserve  act  is  hereby  authorized  and  instructed  to  receive  such  deposits  and  to 
my  checks  or  drafts  drawn  by  said  bureau  upon  said  deposits,  the  same  as  other 
iccounts  authorized  to  be  held  by  said  banks  under  said  act. 

Sec.  11.  That  the  bureau  shall  have  power  to  sue  and  to  be  sued,  to  com- 
plain and  defend  in  any  court  of  law  or  equity  having  Jurisdiction  of  the  sub- 
ject matter  in  litigation.  To  protect  any  Joan  it  may  pay  the  taxes  or  any 
other  prior  lien  due  and  unpaid  against  the  land  securing  said  loan,  and  in  such 
case  the  amount  paid  in  liquidation  of  such  taxes  or  lien  shall  be  added  to  and 
become  a  part  of  its  mortgage  on  said  real  estate  and  from  the  date  of  such 
payment  shall  bear  interest  at  the  rate  of  6  per  cent  per  annum.  It  shall 
have  the  right  and  authority  to  purchase  at  sale  under  judgments  or  decrees, 
of  court  rendered  in  foreclosure  proceedings  of  any  mortgage  it  owns  the  land 
80  mortgaged,  but  in  such  case  it  shall  not  bid  a  greater  amount  for  such 
land  at  such  sale  than  the  amount  due  in  such  proceedings,  together  with  costs 
and  expenses  expended  in  relation  to  said  loan.  In  case  the  bureau  obtains 
title  as  set  forth  in  this  section  to  any  real  estate,  it  shall  have  authority  to 
8ell  the  same  at  such  price  as  may  be  for  the  best  interests  of  said  bureau 
in  the  judgment  of  the  director  and  to  convey  title  to  the  purchaser  thereof  by 
deed  signed  and  acknowledged  by  the  director.  In  making  such  sale  it  shall 
be  authorized  to  take  a  return  mortgage  from  the  purchaser  for  part  of  the 
purchase  price  thereof  In  accordance  with  the  provisions  of  this  act 

Sec  12.  That  in  order  to  secure  money  for  the  purpose  of  making  loans  as 
hereinbefore  provided  the  said  bureau  shall  issue  bonds  which  shall  be  the 
obligation  both  as  to  principal  and  interest  of  the  United  States.  Said  bonds 
tiiall  be  issued  in  denominations  of  $100  or  any  multiple  thereof  and  shall  bear 
Interest  at  the  rate  of  3i  per  centum  per  annum,  payable  semiannually.  Said 
bcnids,  together  with  the  interest  thereon,  and  also  all  notes  and  mortgages 
taken  by  said  bureau  upon  farm  lands,  shall  be  entirely  free  from  all  taxation 
of  every  kind.  National,  State,  and  municipal.  When  in  need  of  money  for 
the  purpose  of  making  loans  as  provided  in  this  act,  the  bureau  shall  give  notice 
Df  its  intention  to  issue  bonds  and  invite  from  the  public  generally  subscrip- 
tions to  said  bonds.  If  the  amount  of  subscriptions  shall  exceed  the  then  de- 
mand of  the  bureau,  it  shall  give  preference  in  accepting  money  for  said  bonds 
to  those  offered  in  the  smallest  amounts,  the  intention  being  to  give  as  wide 
drculation  and  distribution  to  said  bonds  throughout  the  country  as  is  possible. 
Bald  bonds  shall  be  issued  for  the  term  of  ten  years,  with  the  privilege  on  the 
part  of  said  bureau  of  pajdng  the  same  upon  the  date  of  maturity  of  any  inter- 
est payment  after  five  years.    After  this  act  shall  have  been  in  active  operation 
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for  one  year  said  bureau  shall  have  authority  to  change  the  rate  of  S 
charged  for  farm  loans  thereafter  made  and  to  also  change  the  rate  of  i 
upon  the  bonds  herein  provided  for  thereafter  issued,  it  being  the  ob 
this  act  to  pay  as  low  a  rate  of  interest  upon  said  bonds  as  will  float  sale! 
at  par  and  to  charge  as  low  a  rate  of  interest  upon  the  farm  loans  herein  pi 
for  as  will  bring  in  sufficient  revenue  to  pay  said  bonds,  the  interest  ti 
the  expenses  connected  with  the  making  of  said  loans,  and  any  losses. 
Incurred  therein. 

Sec.  13.  That  it  shall  be  unlawful  for  any  Senator,  Member  of  the  H< 
Representatives,  or  any  other  official  of  ^e  Government  of  the  United 
to  use  or  attempt  to  use  any  political  or  other  influence  to  induce  said  ba 
make  or  refuse  to  make  any  loan  or  loans.  Any  person  found  guilty 
conduct  in  this  section  prohibited  shall  be  deemed  guilty  of  a  miademean 
upon  conviction  thereof  shall  be  fined  in  any  sum  not  exceeding  |2,000 
addition  thereto  shall  be  removed  from  office. 

Sec.  14.  That  it  shall  be  unlawful  for  any  official  of  any  State  or  any 
or  member  of  any  political  committee  to  use  or  attempt  to  use  any  polit 
other  influence  to  induce  said  bureau  to  make  or  refuse  to  make  any  1 
loans.  Any  person  found  guilty  of  the  conduct  in  this  section  prohibita 
be  deemed  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall  b 
In  any  sum  not  exceeding  $1,000. 

Sec.  15.  That  it  shall  be  the  duty  of  the  officials  of  said  bureau  t 
publicity  to  any  letter  or  communication  from  any  of  the  persons  named 
above  two  sections,  requesting  or  urging  said  bureau  to  make  or  to  ret 
make  and  loan  and  to  give  to  the  Department  of  Justice  the  names  of  i 
said  mentioned  persons  attempting  to  influence  the  action  of  said  bar 
allowing  or  refusing  any  application  for  a  loan,  together  with  the  evident 
nected  with  said  attempt,  whether  the  same  be  in  writing  or  otherwise. 

Seg.  16.  That  any  person  who  shall  make  any  false  representatiiKi  t 
bureau  in  connection  with  the  making  or  the  investigation  of  any  appl: 
for  a  loan  shall  be  deemed  guilty  of  a  misdemeanor  and  upon  conviction  t 
shall  be  fined  in  any  sum  not  exceeding  $1,000  or  be  imprisoned  for  a  t& 
exceeding  one  year,  or  both  such  fine  and  imprisonment,  in  the  discretion 
court 

Senator  Hollis.  Gentlemen,  Senator  Lane,  of  Ore^n.  wai 
bring  to  our  attention  a  local  condition  that  exists  in  his  part  ( 
country  concerning  land  that  is  still  owned  by  the  Governmen 
is  in  the  hands  of  men  who  may  want  to  borrow  money ;  and  Sc 
Lane  has  some  other  gentlemen  here  who  know  about  that  situ 
and  without  objection  he  will  take  charge  of  the  matter  of  presc 
this  situation  to  the  committee. 

STATEMENT  OF  HON.  HARR7  LANE,  A  SENATOR  FROM  THE  S 

OF  OREGON. 

Senator  Lane.  Mr.  Chairman  and  gentlemen  of  the  commit 
want  to  call  attention,  if  vou  please,  to  a  condition  in  relation 
pending  bill  which  I  think  should  be  provided  for,  a  condition 
relates  not  so  much  to  the  bill  as  it  does  to  a  large  number  of  | 
unprovided  for  in  the  bill. 

As  I  understand  it,  the  bill  is  so  drafted  that  no  money  c 
loaned  except  where  it  will  be  a  first  lien.  And  that  will  excl 
large  number  of  people  who  need  money  more  than  anyone  els 
who  are  the  people  who  are  doing  the  pioneer  work  in  this  coun 

I  refer  to  people  on  the  Government  reclamation  projects, 
are  poor  people,  as  a  rule;  thev  are  almost  invariably  men 
families,  and  they  go  out  in  the  West  and  they  undertake  the  rec 
tion  of  land  which,  until  it  receives  the  benefit  of  their  labor  ai 
benefit  of  the  water  which  the  Government  puts  upon  it,  is  a  ( 
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They  transf onn  that  desert  into  a  garden ;  they  transform  it  into 
oasis.  Any  of  you  who  have  been  on  the  Snake  River  in  Idaho  in 
^  old  days  and  remember  that  sagebrush  and  jack-rabbit  country 
d  go  through  there  now  and  see  it  the  most  beautiful  and  cultivatea 
ad  in  America  will  wonder  at  it,  as  you  see  the  sagebrush  at  one 
le  and  the  first  cut  of  the  furrow  giving  40  bushels  of  wheat  to  the 
are  in  places,  and  alfalfa  cutting  Uiree  crops  a  year,  and  the  most 
iftutiful  fruit,  and  fine  homes,  and  the  happy,  thriving  little  com- 

Es — you  can  see  what  they  are  doing.  They  are  doing  a  great 
work,  and  a  work  that  is  going  to  put  this  country  into  the 
on  of  resources  worth  hundreds  of  millions  of  dollars. 
Here  is  the  condition  that  confronts  those  people.  That  land  is 
tid  land.  It  has  never  had  water  on  it,  probably,  in  thousands  of 
»ra  So  that  when  you  put  water  on  it,  it  takes  several  years  to 
Iftblish  a  level  upon  which  you  can  cultivate  the  soil,  and  then  it 
ings  to  the  surface  the  crops,  and  for  the  first  three  or  four  years  it 
l^ally  not  very  productive.  A  great  many  of  those  people — 1  should 
f  nearly  one-half  of  them — ^have  gone  broke  on  the  proposition  for 
i  reason  that  the  Reclamation  Service,  not  understanding  it,  crowds 
5m  on  their  payments.  They  would  sell  their  last  hog,  they  would 
1  their  last  horse  to  hold  on  to  the  land,  and  yet  th&y  fail  for  the 
ison  that  they  do  not  have  the  money  to  pay  for  it  in  time. 
Now,  after  four  or  five  years,  that  land  becomes  valuable,  and  then 
is  worth  $100  an  acre.  >ATien  they  took  hold  of  it  it  was  not  worth 
sent  for  any  human  use. 

Now,  those  people  are  the  ones  who  need  to  be  helped  along  for  the 
st  few  years.  They  are  a  class  of  people  who  want  to  live  there, 
make  homes  there,  and  to  build  up  tliat  community.  They  are  not 
arpers,  they  are  not  the  class  of  people  that  would  take  advantage 
anyone,  and  they  are  the  identical  ones  that,  if  you  can  provide  for 
em  safely — ^and  I  want  to  say  that  I  do  not  wish  the  Government  to 
ke  a  particle  of  chance  in  the  matter — should  be  provided  for  and 
ive  the  use  of  this  money.  Under  your  bill  as  it  is  at  present  this 
n  not  be  done. 

I  called  the  attention  of  Secretary  Lane,  of  the  Interior  Depart- 
But,  to  this  matter,  and  he  Imows  how  vitally  important  it  is  to  his 
martment,  and  he  has  written  me  a  letter  here,  and  he  has  sent  Mr. 
^  A.  Ryan,  of  the  department,  and  Judge  King,  a  representative 
I  the  department,  to  make  a  statement  before  the  committee.  Mr. 
\  H.  Newell,  as  head  of  the  Reclamation  Service,  as  well  as  Mr. 
•pm  and  Judge  King,  have  written  a  letter  in  which  they  offer  an 
hendment  to  the  bill  which  they  think  will  make  the  Government 
\k  and  at  the  same  time  put  us  in  a  position  where  we  can  give  these 
fUfple  the  real  help  that  they  actually  need.  I  do  not  want  you  to 
ka  any  chances.  I  would  not  ask  you  to  have  the  Government  take 
y  chances. 

Before  leaving  the  subject  I  want  to  suggest  to  the  committee  that 
B  is  no  new  matter,  and  it  is  not  an  untried  proposition.  In  New 
^nd  they  have  been  doing  this  for  25  years.  I  do  not  know  how 
ich  attention  you  have  paid  in  these  hearings  to  New  Zealand,  but 
ry  have  been  doing  it  there,  as  I  say. 
Senator  Holos.  Doing  what  ? 

Senator  Lane.  Loaning  money  to  the  farmers  to  open  new  land. 
87081—14 69 
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oes  run  down  and  are  lazy,  and  do  not  do  much  good;  but  the 
a  who  goes  out  on  the  sage-brush  country  and  stacKs  up  against 
kt  proposition  has  got  to  have  it  in  his  heart  and  his  soul  to  suc- 
d,  or  he  would  not  be  there;  he  would  be  out  hoboing  somewhere. 
lat  fellow  has  tackled  a  very  hard  proposition,  and  he  ought  to 
allowed  an  opportunity  to  get  along  and  work  himself  through. 
Mt.  Platt.  Your  point  is  that  he  is  already  obligated  for  the  pur- 
186  price  of  the  land? 

Benator  Lane.  Certainly.     The  Government  holds  him  on  that 
^amation  project  for  20  years;  that  is  the  period  it  runs  now 
'  T  our  recent  bill  before  he  pays  it.    But  that  is  a  first  lien,  and 
ir  this  bill,  as  it  is  drawn,  they  could  not  lend  him  a  cent  of 
\j  on  that  land. 

•.  Platt.  Could  not  that  indebtedness  on  the  reclamation  pro- 
be transferred  into  a  long-time  loan? 

tor  Lane.  I  think  so.  I  had  a  rather  vague  and  hazy  idea — 
I  am  not  a  lawyer;  I  am  a  physician  by  profession — ^that  we 
id  fix  it  so  that  the  Literior  Department  could  take  that  as  a 
kt  of  the  claim  on  that  land  and  stand  between  the  Grovemment 
d  any  loss  and  hold  him  on  that  loan. 

BThen  the  water  is  put  on  the  land  the  value  of  the  land  takes  a 
idderable  jump.  Judge  King,  who  is  here,  can  tell  you  that  the 
\ice  of  that  land  has  jumped  from  $4  or  $5  an  acre  before  the  water 
«  put  on  to  $100  an  acre  after  the  water  was  put  on.  It  is  a  per- 
itly  safe  proposition  if  this  bill  can  be  so  amended  as  to  protect 
I  Government  legally. 

jftj9  I  say,  Secretary  Lane  is  heartily  in  favor  of  such  an  amend* 
int.  He  urged  me  to  come  here  before  the  committee  and  beg  of 
ii  that  you  would  take  this  into  consideration  for  the  purpose  of 
prding  the  necessary  relief.  I  will  read  you  the  letter  from  the 
ULamation  Service,  which  was  approved  by  Secretair  Lane,  sug- 
Itinjg  an  amendment  which,  in  their  opinion,  would  meet  this 
nation: 

Depabtment  of  the  Intebiob, 
I  rh  United  States  Reclamation  Sebvice, 

;.. .  Washington,  D,  C,  March  H,  19U. 

.  Habbt  Lane, 
United  States  Senate,  Washington,  D,  O. 

Senator  Lane:  The  reclamation  commission  this  afternoon  nnani- 
agreed  to  ask  you  to  procure  the  amendment  of  the  rural-credits  bill 
^t  lands  upon  irrigation  projects  constructed  under  the  act  of  June  17, 
2,  and  acts  amendatory  thereof  or  supplementary  thereto  shall  be  exempted 
the  inhibition  to  make  loans  upon  other  than  first-mortgage  securitiea 
ler  to  do  this  it  would  be  nceessary,  as  we  understand  the  matter,  to 
luce  a  clause  to  the  following  intent:  "Except  that  a  prior  lien  held  by 
United  States  to  pay  the  charges  under  the  reclamation  act  of  June  17, 
(32  Stat.,  388),  and  acts  amendatory  thereof  or  supplementary  thereto 
not  be  held  as  a  bar  to  loans  to  be  made  under  this  act" 
CordiaUy,  yours, 

F.  H.  Newell. 
Will  R.  Kino. 
W.  A.  Ryan. 
ved,  March  14,  1914. 

Franklin  K.  Lane. 

ISTow,  Mr.  Chairman,  I  would  like  to  ask  Mr.  Kyan,  of  the  Interior 
toarbnent,  to  indorse  what  I  have  said  and  to  give  you  any  further 
Stormation  you  may  desire. 
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Mr.  Seldomkidoe.  Before  you  leave,  Senator  Lane,  I  would  lib 
to  ask  you  this  question :  Does  not  that  same  condition  exist  rehtifi 
to  what  we  call  the  homesteader  on  Grovemment  land  not  under  Ae 
Reclamation  Service  ?  Does  not  his  claim  for  financial  relief  appeil 
to  jrou  lust  the  same  as  that  of  the  man  who  is  imder  a  reclamatiOB 
project? 

Senator  Lane.  Not  to  quite  the  same  de^ee,  for  the  reason  tint 
this  man  under  the  reclamation  project  is  tied  to  pretty  heavy  pty- 
ments,  and  he  is  on  land  which  is  absolutely  sterile  and  a  desot 
proposition,  whereas  the  other  man,  the  homesteader,  usually  picfci 
out  the  best  and  fattest  piece  of  land  along  the  creek  bottcon,  aad 
has  a  chance  to  come  out  all  right.  Still,  I  am  in  favor  of  lettiDf 
him  in  also. 

Mr.  Seldombidge.  I  am  also;  if  you  are  going  to  let  in  the  man 
under  the  reclamation  project,  I  say  also,  take  in  the  dry  farmer. 

Senator  Lane.  I  think  so ;  but  this  is  the  most  pressing  condition, 
and  I  wanted  to  call  attention  to  it,  because  here  is  a  class  of  peo^ 
who  are  in  the  most  pressing  need.  The  .other  should  also  be  hdped. 
I  am  in  favor  of  going  on  the  New  Zealand  plan,  so  far  as  I  in 
concerned  personally ;  but  I  do  not  know  how  mat  fits  in  with  ywff 
idea;  but  that  is  another  proposition.  These  people  under  Ae 
reclamation  projects  absolutely  need  this  relief. 

STATEMENT  OF  WILLIAM  A.  B7AN,  COMPTROLLEB  OF  THE 
RECLAMATION  SERVICE,  WASHINOTON,  D.  C. 

Senator  Hollis.  If  you  will,  give  your  full  name  to  the  staiog- 
rapher  and  your  position. 

Mr.  Rtan.  William  A.  Ryan,  comptroller  of  the  ReclamatioD 
Service. 

I  just  want  to  say,  on  behalf  of  the  proposed  amendment,  that  it 
seems  to  be  necessary  if  the  people  on  tne  Government's  reclamation 
projects  are  to  have  the  advantage  of  the  proposed  bill,  the  Gov- 
ernment lien  upon  the  land  ranges  from  a  charge  of  $22  per  acre 

Senator  Hollis  (interposing).  Excuse  me,  Mr.  Ryan,  I  wish  yon 
would  assume  that  we  do  not  know  anything  about  that,  so  as  to 
get  the  record  complete.  Tell  us  just  who  owns  this  land  and  on 
what  terms  it  was  given  and  what  the  idea  is. 

Mr.  Ryan.  The  land  under  the  reclamation  projects  is  chiefly 
public  land  which  has  been  entered  by  homestead  entrymen,  subject 
to  the  charges  of  the  reclamation  fund  for  the  expense  of  construct- 
ing reclamation  projects.  The  charge  upon  the  land  varies  from  $22 
to  $110  per  acre.  Under  the  present  law  repayments  to  the  reclami- 
tion  fund  are  divided  into  10  annual  payments,  usually  about  10  per 
cent  each,  although  under  some  projects  they  are  graduated  to  make 
the  payments  lignter  in  the  earlier  years  and  heavier  in  the  latter 
years.  There  is  a  bill  now  in  Congress  proposing  to  extend  the  tinpe 
to  20  years.  To  the  new  settlers  upon  Government  lands,  the  bill 
provides  for  a  payment  of  5  per  cent  down  at  the  time  of  entry,  then 
there  is  a  period  of  four  years  thereafter  in  which  no  repayments  iit 
made,  and  then  a  period  of  five  years  during  which  the  annual  pay- 
ments are  5  per  cent  per  annum,  and  for  the  remaining  10  years  T 
Der  cent  joer  annum. 
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w,  it  is  believed  that  in  order  that  these  settlers  may  have  the 
t  of  this  bill  an  exemption  should  be  made  of  these  lands  which 
)vered  by  a  prior  lien  to  the  United  States  from  the  provisions 
s  bill  which  make  it  possible  to  loan  money  only  on  first  mort- 
security. 

lator  HoLLis.  Let  us  see  what  the  eifect  of  that  would  be.  A 
>n  a  reclamation  tract  would  get  a  loan  frbm  one  of  these  farm 
banks  and  that  would  be  a  second  lien  or  a  second  mortgage, 
se  the  mortgagor  did  not  pay  the  Government  his  5  or  7  per 
vhen  due,  the  farm  land  bank,  in  order  to  protect  itself,  would 
to  step  into  his  shoes,  take  the  land  and  pay  the  Government, 
is  the  way  it  will  work  out,  is  it  not? 

Ryan.  I  should  fancy  that  would  be  the  only  thing  that  could 
Qe. 

der  the  terms  of  this  bill,  as  I  read  it,  it  would  be  possible  for 
.nd  bank  to  loan  the  farmer  enough  money  to  take  up  all  the 
es  due  the  Government,  but  it  is  hardly  possible  in  the  early 

of  the  development  that  any  bank  would  loan  a  very  great 
n  over  and  above  these  charges,  so  that  the  benefit  to  the  farmer 
I  be  nil. 

lator  HoLLis.  That  is,  the  fair  appraisal  value  of  the  land  at 
ime  would  not  come  up  to  the  requisites  of  the  bill  ? 
.  Ryan.  It  would  not,  but  as  each  year  goes  on,  and  the  farmer 
improvements,  especially  if  he  has  the  means  whereby  to  make 
improvements,  the  value  of  this  land  will  rapidly  increase  and 
le,  very  soon,  very  much  greater  than  the  lien  of  the  Govem- 
It  would  take  from  five  to  seven  years  to  subdue  this  land 
rly. 

i  land  is  desert  land,  it  has  from  the  beginning  of  time  been 
i  of  vegetation^  it  has  never  been  cultivated,  it  is  rich  in  the 
•al  elements  which  go  to  make  up  fertility,  but  it  is  absolutely 
i  of  the  vegetable  content — the  humus  so  vital  to  successful 
ng.  It  is  necessary  for  the  farmer  not  onlv  to  live  upon  the 
but  to  prepare  it  for  cultivation  by  leveling  the  soil  and  digging 
itches  necessary  to  conduct  water  to  all  parts  of  the  land,  and 
tivate  those  crops  which  restore  the  missing  elements  to  the  soil. 
is  done  chiefly  by  the  cultivation  of  alfalfa,  which  plant  has  the 
ity  not  only  to  live  and  flourish  amid  these  desert  conditions, 
)  restore  to  the  soil  the  missing  elements,  the  humus  and  the 
jenous  qualities. 

.  BuLKLEY.  When  you  speak  of  an  amendment  to  the  bill,  which 
re  you  talking  of? 

.  Ryan.  I  have  not  the  bill  in  my  hand. 
.  Platt.  He  is  talking  about  the  Moss  bill,  is  he  not? 

BuLKLEY.  I  do  not  know. 

I^LATT.  You  are  referring  to  the  Moss  bill,  are  you  not? 

Ryan.  House  bill  12585. 

Hayes.  That  is  the  Moss  bill. 

BuLKLEY.  Let  me  ask  you  what  you  are  going  to  do  about  this 
ion?  If  you  make  a  part  of  these  mortgages  second  liens, 
7ill  have  its  effect  on  the  market  price  of  the  bonds,  will  it  not? 

Ryan.  I  fancy  not.  It  is  a  good  deal  like  bonded  indebted- 
>f  a  State,  a  tax  assessed  by  the  States  on  the  laud.    It  is  ai 
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very  small  charge  per  annum.    In  the  case  of  those  who  are  i 
upon  the  projects  prior  to  the  passage  of  the  act  that  h^  been 
cently  introduced,  their  payments  will  amount  to  2  per  cent 
annum  for  the  first  four  years,  4  per  cent  each  for  the  next  two  ye 
and  6  per  cent  per  annum  for  the  next  14  years. 

Mr.  BuLKLEY.  Do  the  banks  generally  regard  that  as  good  i 
first  mortgage? 

Mr.  Ryan.  They  do  not  now,  because  of  the  circumstances  thi 
have  recited  to  you,  of  the  necessity  of  subduing  the  land  first.  A: 
the  land  has  been  subdued,  then  they  make  the  loans. 

Senator  Lane,  They  have  that  feeling  out  there  in  that  coun 
some  of  the  banks,  I  am  informed,  that  it  helps  them  to  help 
farmer  along  on  these  lands,  and  they  are  begmning  to  do  it  i 
with  profit  to  both  the  bank  and  the  settler. 

Mr.  BuLKLEY.  Do  they  regard  them  as  good  as  first  mortgages 

Senator  Lane.  I  do  not  know  as  they  do  that,  but  they  reg; 
them  as  safe  investments. 

Mr.  SELDOMRmoE.  What  interest  do  they  charge? 

Senator  Lane.  They  charge  from  8  to  10  per  cent,  I  think. 

Mr.  Ryan.  Eight,  ten,  and  twelve  per  cent. 

Mr.  BuLKJLEY.  I  do  not  quite  see  why  investors  should  take 
bonds,  particularly  if  they  saw  they  were  second  liens. 

Senator  Lane.  They  will  take  them^  I  think,  for  the  reason  tl 
the  property  increases  in  value  faster,  m  proportion  to  the  impro 
ments  uiat  are  made,  than  any  other  lana  that  we  have  in  Amer 
do  they  not? 

Mr.  Ryan.  I  think  that  is  true. 

Mr.  BnLKLEY.  If  we  are  going  to  enact  the  Moss-Fletcher  bill 
have  got  to  sell  bonds  at  what  they  will  sell  for  on  the  market,  i 
it  does  not  make  any  difference  how  poor  we  make  the  security 
permitting  the  loans  to  be  made  on  second  or  third  liens,  we  ' 
have  to  pay  for  it  by  decreasing  the  bidding  on  the  bonds. 

Senator  Lane.  I  do  not  think  so.  I  think  they  will  be  bought 
these  western  banks  which  are  familiar  with  the  situation,  t 
fully  understand  on  their  part  that  they  are  absolutely  good 
curities.  The  banks  themselves  that  form  into  associations  will  1 
take  care  of  that  matter. 

Mr.  Platt.  How  certain  is  the  increase  of  these  values?  Tl 
banks,  under  the  Moss-Fletcher  bill,  are  local  institutions.  W( 
a  local  bank  organized  in  the  neighborhood  of  one  of  these  recla 
tion  projects  be  justified  in  appraising  this  land  in  accordance  ^ 
what  is  known  of  its  certainty  of  increase;  that  is,  is  it  certaii 
increase  or  certain  to  decrease?  If  it  is  certain  to  increase  I  she 
think  that  it  might  be  justified  in  appraising  it  high  enough  so  i 
the  farmer  could  pay  his  money  right  down. 

Mr.  Ryan.  I  was  just  going  to  address  myself  to  this  tho^ 
that  under  the  provisions  of  this  bill  there  is  a  cooperative  1 
bank  provided  for.  Under  this  bill  as  it  stands  there  would  bt 
cooperative  farm  banks  under  this  law  on  our  reclamation  pro| 
They  could  not  loan  under  the  circumstances.  But  if  that  provi 
permitting  such  banks  to  loan  on  land  under  an  existing  lien  i 
the  law,  you  will  find  they  will  be  organizing  these  cooperative  h 
on  our  reclamation  projects. 
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kCr.  Seldomridoe.  Do  these  people  need  money  on  their  land,  that 

n  it,  in  view  of  the  fact  that  the  Government  proposes  now  to 

tend  tiie  time  for  the  pa^nment  to  20  years?    Do  they  not  need 

sommodations  for  short-time  credit  rather  than   for  mortgage 

ins? 

Mr.  Eyan.  They  certainly  need  the  accommodations  for  short- 

ne  credit.    There  is  no  doubt  about  that 

Kr.  S£iix>Mim>GB.  Is  not  that  the  need  that  exists  rather  than  the 

her? 

Mr.  Etan.  That  is  a  vital  need  at  the  present  time. 

Ur.  Seldomsidgfe.  That  is^  short-time  loans? 

Kr.  E YAK.  Yes ;  for  stocking  their  farms  with  cattle,  etc. 

Mr.  Bi7i4KiiEY.  Whv  would  it  not  be  better  to  allow  these  mort- 

r\  to  go  ahead  of  the  Government  lien  and  let  the  Government 
a  second  lien? 
Mr.  Eyan.  I  do  not  know  how  that  could  be  done. 
Mr.  BuLKi/EY.  It  would  be  easy  enough  to  do  if  it  is  advisable. 
Senator  Hollis.  We  could  provide  that  in  the  law  just  as  well  as 
can  anjrthing  else. 
M!r.  Woods.  Do  these  people  pay  the  Government  $22  an  acre? 
that  the  average? 

kfr.  Eyan.  From  $22  up  to  as  high  as  $110  per  acre,  according  to 
B  cost  of  the  project 

Mx.  Woods.  Do  they  pay  interest  on  the  deferred  payments? 
Mx.  Eyan.  No  ;  there  is  no  interest  at  all. 
Mr.  Seldomridoe.  Are  the  projects  completed? 
MrJ  Eyan.  Many  of  them  are. 

Mr.  SELDOMRmoE.  So  that  the  actual  cost  per  acre  is  determined? 
Mr.  Eyan.  There  are  17  completed  units. 

Mr.  Seldomridge.  You  can  determine  the  actual  cost  per  acre  then, 
n  you  not? 

Mr.  Eyan.  As  to  those  17,  jes ;  as  to  the  others,  we  can  not. 
Senator  HoijLis.  Has  the  history  been  such  and  have  the  results 
len  so  consistent  that  you  can  lay  a  sure  basis  for  prophecy  as  to 
bat  will  result  in  these  different  sections?  Do  you  feel  that  there 
enough  history  to  be  sure  as  to  what  will  happen  hereafter? 
Mr.  jKyan.  With  relation  to  the  increase  of  the  value  of  the  land 
)you  mean? 

oenator  H01J-.IS.  Yes;  its  productivity  after  you  get  it  established. 
Ifr.  Eyan.  With  the  great  majority  of  the  acreage,  yes.  Of 
iirse,  there  is  a  feature  in  connection  with  the  reclamation  pro- 
cts — ^the  water-logging  of  the  lands  and  the  lack  of  drainage  sys- 
n.  Some  of  the  lands  will  not  be  enhanced  in  value. 
Senator  Hollis.  We  had  a  Mr.  Ady  here,  who  came  from  that 
rt  of  the  country,  and  he  testified,  and  I  understood,  he  was  here 
behalf  of  some  settlers  who  were  in  a  similar  situation,  and 
ring  to  have  the  time  extended.  I  do  not  know  whether  it  was 
the  payments  to  the  Government  under  the  reclamation  project 
not.  Do  you  know  about  that? 
kfr.  Eyan.  Yes,  sir;  it  was. 

Senator  Hollis.  Evidently  the  results  there  were  not  as  good  as 
y  figured  on  or  he  would  not  have  had  to  have  that  extension. 
ftr.  Syan.  That  is  true  with  regard  to  a  considerable  area  of  the 
amath  project,  which  he  represents.     The  reclamation  law,  as 
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passed  by  Congress,  provided  for  a  return  to  the  reclamation  f 
in  10  years.  That  was  too  optimistic  a  view  of  what  these  li 
were  capable  of  doing.  But  the  history  of  irrigation  in  the  1^ 
is  one  of  ahnost  unbroken  prosperity,  where  people  have  had 
proper  time  in  which  to  make  their  payments. 

Mr.  Platt.  As  a  rule,  do  people  pay  the  Government  more  ti 
half  of  the  value  of  the  land  itself  aner  it  comes  under  full  c« 
vation  ? 

Mr.  Ryan. 'Very  much  less  than  half,  I  should  say.  You  t 
the  Boise  project,  which  is  on  the  Snake  River.  It  was  simply  i 
land,  bare  of  improvements,  with  merely  the  prospect  of  irrij 
tion,  and  they  sold  as  high  as  $250  an  acre,  and  the  total  coA 
reclaiming  that  land  is  only  about  $62  an  acre — ^raw  lands,  hd 
there  was  any  water  on  them  at  all.  I  do  not  mean  to  say  by  tl 
that  that  represents  the  true  or  average  value  of  the  lands  m 
that  project,  but  I  think  the  Senator's  estimate  of  $100  an  acre 
very  reasonable,  and  that  the  lands  there  after  the  water  is  put 
them — after  they  are  subdued — are  worth  very  much  more  tl 
$100  an  acre. 

Mr.  PLATfTlt  would  not  be  safe  for  banks,  such  as  the  Moss  I 
provides  for,  to  loan  double  the  purchase  price  of  the  land  in 
start,  on  long  time,  would  it? 

ISr.  Ryan.  Double  the  purchase  price? 

Mr.  Platt.  Double  the  Government  purchase  price. 

Mr.  Ryan.  The  water-right  price?  Oh,  yes;  the  water  ridri 
always  worth  its  cost  and  perhaps  a  great  deal  more.  I  think  Jw 
King  can  tell  you  more  about  that  than  I,  because  he  is  more  famil 
with  the  history  of  that  country.  I  heard  him  tell  yesterday  of  sh> 
in  a  water  company  which  he  bought — a  share  for  each  acre.  I 
derstand,  for  which  he  paid  $5 — he  afterwards  sold  for  SoO. 

Mr.  Hayes.  You  would  regard,  for  instance,  in  Colorado,  wh 
they  have  private  irrigation  systems,  $20  per  acre  as  a  very  nioder 
price  for  a  water  right,  would  you  not? 

Mr.  Ryan.  Very  moderate,  indeed. 

Mr.  Platt.  T  do  not  know  enough  about  the  subject.  AVlien  j 
speak  of  water  rights,  you  mean  all  that  the  purchaser  is  paying 
the  land,  or  not  ? 

Mr.  Ryan.  Oh,  no;  merely  what  he  pays  for  the  water.  Hep 
the  Government  annually  simply  for  the  water.  It  does  not  rep 
sent  the  value  of  the  land.  He  merely  pays  the  Government  or 
turns  to  the  reclamation  fund  the  cost  of  building  the  ditches,  st 
ing  and  distributing  the  water. 

Mr.  Plait.  Land  acquired  by  him  under  the  homestead  act? 

Mr.  Ryan.  Land  acquired  by  him  under  the  homestead  act, 
which  is  purchased  by  him  from  some  one  who  has  obtained  it  un 
the  public-land  laws. 

Mr.  Hayes.  In  order  that  the  committee  may  have  knowledge 
just  what  the  situation  is,  let  me  say  that  I  am  very  familiars 
irrigation  projects  in  Colorado,  and  I  should  regard  $40  an  acn 
a  reasonable  price  for  such  a  water  right  as  the  Government  g 
us  in  all  its  irrigation  projects. 

Mr.  Platt.  Then,  would  you  say  it  would  be  reasonable  to 
praise  such  lauds  al  %^0  \xi\  ^^ere? 
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Mr.  Hayes.  You  mean  to  appraise  the  land  at  $80  an  acre  right  at 
be  start? 

Mr.  Platt.  Yes.  * 

Mr.  Hayes.  Oh,  certainly  not;  but  the  water  right  is  independent 
f  the  land,  absolutely. 

Mr.  Platt.  What  I  was  trying  to  get  at  was  whether  there  was 
fficient  certainty  in  the  value  of  these  lands  to  justify  one  of  these 
.nks  in  loaning  enough  to  take  up  the  water  right  at  once  and  have 
mething  left  over  for  the  purchase  of  his  land  ? 
Mr.  Hayes.  If  the  land  is  fertile  and  rich  and  worthy  of  develop- 
g,  I  should  say  it  would  be  perfectly  safe  to  make  a  loan  on  the 
nd  without  any  regard  to  the  water  right  at  all.  It  is  worth  that 
oney  at  any  time. 

Mr.  Ryan.  There  is  just  this  point:  No  man  would  borrow  money 
id  pay  interest  on  it  to  take  up  an  obligation  that  ran  for  a  period 
:  10  or  20  years  as  to  which  he  paid  no  interest  at  all. 
It  does  not  seem  to  me  by  the  t^rms  of  the  bill  you  would  ever 
Ake  any  loans  on  reclamation  projects,  and  that  is  the  one  crying 
Bcessity  of  our  reclamation  projects— that  is,  procuring  money 
herewith  the  farmer  may  make  his  improvements.  That  would  not 
b  true  of  private  projects  where  they  select  the  settlers  to  go  on  this 
md  with  a  view  to  their  financial  ability  to  make  those  improve- 
lents.  But  the  Government  has  gone  forward  with  the  idea  of  en- 
bling  the  poor  man  to  go  out  and  make  a  home,  but  we  have  sur- 
(Hmded  them  with  conditions  that  make  it  almost  impossible  for  him 

0  carve  out  a  home  on  that  desert. 

'  Mr.  Bulkley.  What  would  you  think  of  allowing  these  settlers  to 
lorrow  some  reasonably  small  amount  and  let  it  be  a  lien  ahead  of 
he  Grovernment  lien  ? 

Mr.  Ryan.  I  do  not  see  any  particular  objection  to  that.  I  had 
ot  given  thought  to  that  suDJect.  However,  the  reclamation  law 
rovides  that  it  shall  be  a  prior  lien.  The  idea  of  making  the  recla- 
ation  charges  a  subsidiary  lien  to  that  of  the  bank  had  not  occurred 

me.  But,  now  that  you  speak  of  it,  it  suggests  itself  to  me  that 
is  might  happen,  that  if  you  make  the  Government's  a  subsidiary 
in,  the  settler  might  simply  discharge  that  land  of  that  second 
in  by  borrowing  money  under  the  first  lien  and  then  allowing  the 
Kid  to  be  sold  at  mortgage  sale. 

Mr.  Hayes.  Let  me  suggest  another  thing:  The  land  would  be 
Llueless  to  anybody  without  the  water  right,  would  it  not  ? 
Mr.  Ryan.  Without  the  water  right  ? 

Mr.  Hayes.  Therefore,  the  Government  would  be  perfectly  safe, 
ould  it  not,  but  the  man  could  not  do  a  thing  with  it  unless  they 
Lgcharged  the  obligation  to  the  Government.  That  would  be  in 
le  nature  of  a  water  right,  it  would  be  absolutely  valueless  without 
lat  right. 
Mr.  Ryan.  I  think  the  suggestion  of  the  gentleman  from  Ohio  is 

1  right.  It  seems  to  me  so.  I  do  not  see  how  the  Government 
mid  take  any  risk. 

Senator  Hollis.  Still  the  bank's  lien  would  not  come  ahead  of 
le  Government  if  the  Government  should  foreclose. 


Digitized  by 


Google 


938  BUBAL  CBEDIT8. 

Mr.  Hayes.  It  might,  strictly  and  legally,  but  not  as  a  matter  of 
fact,  because  the  land  that  would  be  taken  by  foreclosure  would  be 
valueless  without  the  water  right. 

Mr.  BuLKpsY.  That  would  not  carry  out  the  suggestion  I  made. 
The  suggestion  was  that  we  could  find  some  way  to  require  these 
banks  to  accept  such  loans  under  proper  security,  but  if  the  mort- 
gaged lands  were  independent  of  the  water  ri^ht  that  would  be  t 
different  proposition.  Of  course  I  had  in  mind  that  the  water  wis 
appurtenant  to  the  land. 

Mr.  Hayes.  I  am  not  so  sure  of  that,  Mr.  Bulkley.  The  water 
right  runs  for  20  years,  and  that  would  mean  $1  an  acre  per  year 
in  order  to  pay  it  off.  That  would  be  a  very  reasonable  charge 
for  it.  I  do  not  know  of  any  place  where  you  can  set  it  for  th^ 
It  has  to  be  in  the  nature  ox  a  yearly  expense.  That  is  all  it 
amounts  to. 

Mr.  Kyan.  That  is  the  way  it  presented  itself  to  my  mind,  as  t 
tax.    If  this,  instead  of  being  a  Government  project,  were  an  irri- 

Stion  district  and  issued  bonds  and  there  was  an  annual  tax  upon 
at  irrigation  district  to  the  same  amount  that  our  charges  now 
constitute,  there  would  be  no  hesitancy  about  loaning  the  monejr 
on  those  lands,  because  that  would  then  fall  in  the  form  of  a  tix 
upon  the  land ;  but  in  our  situation  we  have  a  prior  lien,  and  under 
the  terms  of  your  act  it  is  impossible  to  loan  this  money  except  on 
first  mortgage. 

Mr.  Bulkley.  Much  depends  on  what  is  behind  that.  If  the  land 
is  free  and  the  only  value  there  is  is  in  the  water  right,  you  have  not 
^ot  much  left  to  mortgage.  If  you  have  some  value  behind  it,  then 
uiere  might  be  somethmg  left. 

Mr.  Ryan.  As  I  understand  the  terms  of  this  act,  all  that  came 
into  mjr  mind  was  as  to  the  cooperative  bank  provided  for,  a^loctl 
institution,  as  to  which  the  directors  and  members  were  the  persons 
who  were  loaning  the  money,  and  who  were  borrowing,  and  that 
they,  having  a  f ufl  knowledge  of  the  value  and  the  prospective  viloe 
of  these  lands,  would  be  perfectly  willing  to  make  loans  on  second- 
lien  security — that  is,  mortgage  subsidiary  to  the  Government  lien. 

Mr.  Bulkley.  Do  you  mean  to  say  that  there  are  people  right 
in  the  community  that  have  money  to  buy  the  bonds? 

Mr.  Ryan.  Yes;  I  think  there  are.  There  are  some  people  who 
are  talking  about  organizing.  This  idea  has  been  suggested  to  them 
all  throu^  the  projects.  Secretary  Land,  on  his  visit  to  the  proj- 
ects last  summer,  counseled*  them  all  to  organize  cooperative  banks. 
There  are  some  rich  men  in  these  commimities,  and  if  the  coopera- 
tive banks  were  organized  they  would  then  issue  their  bonds,  as  pro- 
vided by  this  law,  and  procure  the  money  necessary  to  make  the 
improvements. 

Mr.  Bulkley.  The  bonds  could  be  sold  right  in  that  communitv! 

Mr.  Ryan.  I  think  they  could  be  sold  there,  and  to  persons  who 
could  be  induced  to  make  investments  in  the  West  It  would  not 
necessarily  be  confined  to  the  people  of  that  community,  but  the 
people  of  the  United  States. 

Senator  Hollis.  Mr.  Ryan,  you  have  not  submitted  your  amend- 
ment.   Is  Judge  King  going  to  do  that? 

Mr.  Ryan.  The  amendment  was  included  in  the  letter  which  wis 
presented  to  the  committee. 
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;or  HoLLis.  Then  it  is  already  in? 
Iyan.  Yes,  sir. 

>£LDOMRnx3E.  I  would  like  to  ask  you  a  question  in  connection 
is  matter  which  you  have  presented.  What  is  the  purpose 
uld  be  subserved  by  a  loan  to  a  person  living  upon  a  reclama- 
)ject;  in  other  words,  what  would  they  do  with  the  money? 
i,YAN.  I  am  very  glad  you  raised  that,  because  I  have  in  mind 
jular  instance  where  such  an  opportunity  would  have  been  of 
Ivantage  to  a  man  who  has.  abandoned  one  of  our  reclamation 
$  because  of  his  inability  to  earn  sufficient  money  out  of  the 

make  that  soil  produce  enough — ^to  meet  the  payments  to 
^^ernment,  and  he  has  gone^  down  here  to  Jersey  City  and 
the  employ  of  a  private  institution  in  order  that  he  may  earn 
enough  to  carry  out  the  requirements  of  the  law  with  respect 
reclamation  and  cultivation  of  that  tract  of  land  and  his  re- 
ts to  the  Government.  That  is  a  man  who  is  earnestly 
5  of  subduing  the  land  and  bringing  it  under  cultivation  and 

for  himself  a  home;  and  yet,  because  he  had  not  saved 
money  to  invest  in  the  buildings  and  the  cultivation  of  that 
I  the  putting  in  of  trees,  orchards,  and  cattle,  he  has  been 

to  seek  private  employment  to  earn  money  with  which  to 
e  things.  In  many  of  our  projects  it  is  necessary  for  them 
5t  in  stock  in  order  to  utilize  the  products  of  the  land.  In 
rejects  they  have  to  put  in  orchards  and  trees,  that  are  a 
ne  in  coming  to  the  bearing  sta^e. 

Seldommdoe.  The  need,  then,  is  for  money  to  be  expended 
'oductive  purpose? 

Iyan.  For  a  productive  purpose ;  yes. 

Jeldomridge.  It  would  not  be  used  in  the  mere  matter  of  ex- 
re  for  food  and  clothing  and  the  necessities? 
Iyan.  Oh,  no ;  for  productive  purposes  on  the  land.    I  think 
visions  of  the  bill  are  ample  to  cover  that;  that  the  directors 
cooperative  bank  would  not  loan  money  to  one  of  their  mem- 
o  was  not  worthy  and  was  not  entitled  to  it,  and  who  was  not 
0  use  it  for  a  beneficial  purpose.    That,  to  my  mind,  is  cared 
his  bill,  and  is  the  great  feature  of  this  bill. 
Beldomridge.  I  am  not  familiar  with  the  provisions  of  the 
tion  act.     Does  the  Government  require  residence  on  the 
in  order  that  its  provisions  may  be  availed  of? 
Iyan.  Yes,  sir;  residence  and  cultivation. 
5eldomridge.  Could  not  some  amendment  be  made  to  the  act 
matter  of  relieving  that  stringency  of  residence  that  would 
nany  to  complete  their  payments? 

Jyan.  It  would  result  m  speculative  holdings,  with  lack  of 
cultivation  and  lack  of  proper  effort  to  make  the  lands  pro- 
.  As  a  matter  of  fact,  wherever  it  has  been  made  possible 
n  to  leave  the  land,  they  leave  it  and  go  away  and  not  culti- 
but  come  back  and  get  the  benefit  of  the  increased  values  due 
ther  man's  efforts.  We  want  to  keep  them  there. 
5eldomridge.  How  would  you  do  that  if  you  permitted  them 
5  loans?  Would  not  that  aanger  exist  also? 
iYAN.  I  think  in  the  terms  of  this  act  you  have  thrown  so 
ifeguards  around  the  lending  of  money  that  it  is  not  possible 
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for  a  man  to  get  enough  money  on  his  land  to  make  it  advantageous 
for  him  to  desert  it. 

Senator  Hollis.  How  do  the  actual  settlers  on  the  land  pay  for 
their  subsistence  during  those  four  or  five  lean  years,  until  the  land 
is  properly  productive? 

Mr.  Ryan.  Those  who  have  not  brought  sufficient  money  with 
them  work  out  amongst  their  neighbors  and  get  the  money  in  that 
way.  I  have  talked  with  a  great  many  of  them  who  have  taken 
small  contracts  with  the  Reclamation  Service  who  have  worked  on 
the  roads,  who  have  hired  out  to  their  neighbors,  or  who  have  ^[one 
into  the  little  villages  and  worked  as  carpenters  and  blacksmiths, 
and  at  various  other  operations,  and  spent  the  most  of  their  time  on 
their  land,  but  with  outside  labor  to  earn  just  enough  money  to  make 
a  living. 

Mr.  Hayes.  Is  it  not  true  in  certain  reclamation  projects,  as,  for 
example,  the  Salt  River  project,  that  the  cost  per  acre  of  water  some- 
times ranges  as  high  as  $60? 

Mr.  Ryan.  Oh,  yes ;  I  have  testified  that  it  runs  from  $22  to  $110 
an  acre.  The  average  is  about  $50.  The  Salt  River  Valley  ac^oil 
cost  has  not  yet  been  fixed,  but  it  will  probably  go  as  high  as  $70 
an  acre. 

Mr.  Hayes.  $70? 

Mr.  Ryan.  The  land  is  very  productive  and  that  will  be  a  very 
^all  percentage  of  the  actual  value  of  the  land. 

Mr.  Hayes.  And  at  present  the  owner  must  pay  one-tenth  of  that 
every  year? 

Mr.  Ryan.  Yes,  sir. 

Mr.  Hayes.  Of  course  that  is  almost  out  of  the  question  imless  he 
has  money  ? 

STATEMENT  OF  WILL  E.  XLSGt,  CHIEF  COUNSEL  RECLAICATIOI 
SEEVICE,  WASHINGTON,  D.  C. 

Senator  Lane.  I  will  say  that  that  Judge  King  used  to  be  on  our 
supreme  bench,  and  was  one  of  the  best  members  we  ever  had.  He 
is  a  very  well-known  citizen  of  Oregon. 

Mr.  King.  Do  not  tell  all  you  know  about  me. 

Senator  Hollis.  What  is  your  position  with  the  Government 
here? 

Mr.  King.  I  am  chief  counsel  of  the  Reclamation  Service,  and  also 
one  of  the  reclamation  commissioners. 

This  matter  has  been  prettv  well  gone  over,  but  there  are  some 
features  of  it  that  I  want  to  call  your  attention  to.  In  the  first  place, 
we  should  keep  in  mind  that  this  first  lien  is  a  lien  held  by  the  Gov- 
ernment, and  that  both  liens  will  be  held  by  the  Government,  as  I 
understand  it,  under  the  act;  that  is,  the  loans  are  to  be  made  by 
the  Government. 

Senator  Hollis.  No. 

Mr.  King.  They  will  be  held  by  the  bank? 

Senator  Hollis.  Yes. 

Mr.  King.  Well,  I  have  not  read  the  bill  carefully.  The  Govern- 
ment is  behind  the  loan,  is  it  not,  in  the  way  of  selling  the  l>ondsf 

Senator  Hollis.  Not  under  this  bill. 
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Mr.  Kjng.  The  Government  holds  the  first  lien,  varying  from  $22 
to  $110  per  acre,  depending  on  the  project,  where  it  is  constructed, 
etc.  I  might  say,  on  investigation,  that,  as  a  rule,  where  the  lien 
is  the  largest  in  that  respect  the  lands  are  better  able  to  pay  than 
where  the  price  per  acre  or  cost  of  the  project  is  less,  and  that  is 
due  largely  to  the  fact  that  it  may  be  in  an  altitude  or  locality  where 
tiiey  can  raise  all  kinds  of  crops,  like  in  the  Salt  River  Valley,  Ariz. 
There  are  some  places  in  Arizona  where  they  can  raise,  as  I  under- 
stand it,  oranges  and  various  kinds  of  crops,  while  in  other  sections, 
like  in  Klamath  Countv,  Oreg.,  the  altitude  is  very  high,  and  the 
farmers  are  limited  to  tne  growing  of  but  few  things. 

The  Government  holding,  these  first  liens,  it  occurs  to  me,  should 
not  be  considered  in  a  matter  of  this  kind,  for  this  reason :  It  is  this 
lien,  which  places  a  value  upon  the  land,  which  makes  the  land  valu- 
ble.  Take,  for  example,  an  irrigated  farm  in  Oregon  that  might  be 
worth  $200  per  acre,  and  that  is  not  an  unusual  price  in  eastern  Ore- 
gon for  irrigated  lands.  Take  the  same  kind  of  soil  in  the  western 
part  of  the  State,  where  they  do  not  irrigate,  and  they  would  do  very 
well  to  set  $100  per  acre  for  same  character  of  land.  The  Gov- 
ment  imder  this  bill  would  loan  money  en  that  $100  land  without  this 
lien,  but  under  this  bill  would  not  loan  on  the  $200  per  acre  land 
having  this  lien,  which  lien,  being  the  bill  for  irrigation,  gives  the 
real  value  to  the  land.  In  fact,  the  long-time  payments  suggested 
leaves  the  lien  in  a  similar  position  in  that  respect  to  the  taxes  which 
are  paid  upon  the  land,  which  are  always  a  first  lien.  For  example, 
in  irrigation  districts,  where  the  districts  are  bonded,  the  bonds  are 
first  lien,  yet  the  bankers,  as  I  understand  it,  loan  on  the  lands  every- 
where, regardless  of  that  first  lien. 

Senator  Holus.  That  is  true  of  a  great  variety  of  liens  on  lands 
that  are  in  the  shape  of  taxes.  For  instance,  the  county  wants  to 
build  a  bridge  and  issues  bonds  to  raise  the  money,  the  payments  of 
these  bonds  come  to  the  owner  of  the  land  in  the  shape  of  taxes  which 
have  to  be  paid  before  anything  that  he  puts  on  in  the  shape  of  a 
mortgage  is  paid. 

Mr.  King.  That  has  to  be  met,  and  the  fact  that  he  has  to  pay 
these  taxes — the  fact  that  the  taxes  are  imposed  upon  him — makes  his 
land  many  times  more  valuable  than  it  would  otherwise  have  been. 
For  example,  for  the  building  of  a  bridge  in  his  community,  he  will 
have  to  pay  his  part  for  the  cost  of  that  bridge,  vet  it  enhances  the 
value  of  his  land  probably  20  per  cent  bv  reason  oi  the  convenience. 

Senator  Holus.  If  you  tafee  care  oi  what  you  want  it  might  be 
provided  for  the  purposes  of  this  act  that  the  payments  to  the  recla- 
mation fund  shall  be  considered  the  same  as  taxes. 

Mr.  King.  Yes;  placed  on  the  same  basis  as  taxes.  That  would 
take  care  of  it,  and,  as  suggested  by  the  gentleman  here  a  few  mo- 
ments ago,  whoever  purchases  that  land  without  the  water  right  gets 
practically  nothing.  I  think  it  would  be  safe  to  say  that  in  eastern 
Oregon,  where  the  land  is  worth  $100  to  $200  per  acre,  that  the  same 
land  without  water  rights  would  not  exceed  $10  per  acre  in  value, 
and  it  would  not  be  unreasonable  to  say  $5  per  acre.  I  know,  for 
example,  in  the  Snake  River  Valley  near  Ontario,  Oreg. — and  I  have 
lived  in  that  section  of  the  country  since  1878 — that  the  best  lands  in 
that  section  were  valued  at  about  $10  per  acre  before  water  was 
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placed  upon  them,  and  that  value  was  largely  due  to  the  fact  thit 
they  expected  to  get  water  on  the  lands  from  the  canals  to  be  con- 
structed,  yet  lands  above  the  canal,  where  they  never  expected  to  gel 
any  water,  equally  as  good  lands,  were  practically  worthless.  There 
are  a  good  many  people  there  now  who  have  paid  very  high  prices 
for  the  same  land  in  the  same  locality,  yet  would'  not,  before  water 
was  furnished,  pay  the  $1.25  an  acre  required  by  law  in  order  to 
prove  up  on  the  land,  because  they  never  expected  to  get  any  water, 
but  now  they  have  a  "  high-line  "  canalj  put  in  by  private  enterprise, 
and  the  value  of  those  lands  ranges  as  high  as  $2o0  per  acre.  I  know 
of  a  man  from  Milwaukee  who  purchased,  I  think  he  said,  somethinf 
like  400  acres,  and  I  have  forgotten  the  exact  price  paid,  but  he  ptia 
what  might  appear  as  an  enormous  price  for  it,  something  like  $200 
or  $250  an  acre,  before  having  been  cultivated,  and  he  haa  now  placed 
an  orchard  valued  at  $500  per  acre  and  upward. 

Mr.  Seldomridge.  He  has  no  trouble  ^tting  any  money  ? 

Mr.  King.  He  has  no  trouble  getting  money,  yet  the  price  he  hid 
to  pay  for  this  water  was  a  first  lien  on  this  land.  The  same  way  in 
Willow  Creek  Valley  in  the  same  county.  Water  rights  there,  under 
private  enterprise,  cost  in  the  neighborhood  of  $100  per  acre,  yet  the 
tanks  loan  money  on  the  land  because  the  very  thing  that  created 
the  lien  is  what  gives  the  land  its  value.  What  would  be  the  differ- 
ence between  taking  a  farm  on  this  side  of  the  road  that  has  no 
water  right,  if  such  a  thing  could  be  possible  and  would  produce 
good  crops  without  it,  that  is  worth  $100  per  acre,  and  taking 
another  one  on  the  other  side  of  the  valley  or  in  another  part  of  the 
State,  to  be  more  accurate,  in  which  they  have  a  water  right  that  is 
worth  $200  per  acre  by  reason  of  having  that  water  right?  You 
would  loan  on  the  $100  per  acre  land,  but  you  would  not  loan  on 
the  $200  per  acre  land,  having  $100  value  independent  of  cost  of 
water  right,  assuming  the  water  right  cost  $100  per  acre,  you  still 
have  the  value  of  the  land  ($100  per  acre)  independent  of  the  water 
right,  to  say  nothing  of  figuring  it  from  the  standpoint  of  its  present 
worth.  When  you  take  into  consideration  that  this  is  paid  in  equal 
annual  installments — I  do  not  know  that  it  is  exactly  equal,  but 
they  have  a  long  time  in  which  to  pay  it,  without  interest — if  you 
will  estimate  the  present  worth  of  that  you  will  find,  in  place  of 
being  $100  per  acre  perhaps  it  would  cost  about  $50 ;  for  that  reason 
vou  will  not  find  anyone  borrowing  money  to  pay  off  the  noninteresl- 
bearing  indebtedness.  Of  course,  as  some  one  suggested,  the  fact 
that  he  pays  no  interest  places  him  in  better  condition,  perhaps,  than 
some  others  who  do  not  have  water  rights  on  this  lana;  but  in  this 
connection  let  us  take  into  consideration  that  the  man  who  is  getting 
this  money  without  the  interest  has  burdens  thrust  upon  him  which 
the  other  man  who  does  not  have  to  rely  upon  the  water  right  does 
not  have. 

Mr.  Seldomridge.  I  want  to  ask  you  a  question  there  about  the 
title.  Can  a  settler  on  a  reclamation  project  transfer  his  title  after 
he  has  lived  on  it,  say,  for  one  or  two  years? 

Mr.  Kjng.  After  he  has  lived  long  enough  to  make  final  proof. 

Mr.  SELDOMRmoE.  What  do  you  mean  by  making  final  proof! 

Mr.  King.  After  he  has  cultivated  a  certain  amount  of  the  land 
and  reclaimed  a  certain  quantity  of  the  land,  etc.  Is  not  that  right, 
Mr.  Ryan? 
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Mr.  Kyan.  It  is  not  more  than  half.  He  simply  has  to  pay  up 
all  that  is  due  at  the  time  he  makes  his  final  proof,  at  the  end  of  a 
period  of  four  years,  or  at  the  time  of  making  final  proof  if  he  has 
paid  all  charges  to  the  reclamation  fund,  he  can  make  final  proof, 
but  title  would  not  issue  to  him. 

Mr.  Seldomridge.  Suppose  he  resides  on  a  project,  then  after  hav- 
ing lived  on  it  three  years,  finding  he  can  not  make  the  payments 
and  is  absolutely  compelled  to  make  a  second  lien,  issue  a  second 
mortgage  on  his  property,  the  person  holding  that  second  mortgage, 
in  the  event  of  foreclosure,  would  receive  all  of  the  rights  which 
the  other  person  had  obtained  ? 

Mr.  King.  He  would  step  into  his  shoes  and  take  it  where  he 
leaves  off. 

Mr,  SELDOMRmoE.  The  Government  would  recognize  that? 

Mr.  King.  And  he  continues  and  makes  the  pavments  thereon, 
but  if  he  should  abandon  the  property  back  to  the  Government, 
then  the  Government  would  not  recognize  a  subsequent  settler  to  the 
axtent  of  giving  the  second  man  credit  for  the  first  settler's  payments. 

Mr.  Seldomridge.  I  understood  you  to  say  a  minute  ago  that  a 
settler  under  a  reclamation  project  could  not  transfer  his  rights 
until  he  had  complied  with  certain  conditions. 

Mr.  King.  Well,  that  is  true. 

Mr.  Hates.  He  would  have  to  make  final  proof. 

Mr.  King.  He  must  make  final  proof.  That  is,  he  must  live  on 
the  land  a  certain  period  of  time,  and  cultivate  the  land  in  accordance 
with  the  requirements  of  the  reclamation  rules  and  regulations. 

Mr.  Platt.  How  would  it  be  if  we  should  amend  this  bill  so  that 
we  simply  provide  that  loans  could  be  made  upon  that  kind  of 
land  with  the  prior  liens  of  the  Government,  but  that  the  bonds 
should  be  issued  in  a  seires  showing  that  they  were  issued  with 
that  prior  lien  existing.  It  seems  to  me  we  might  safely  do  that, 
provided  the  local  banks  did  not  mix  up  its  bonds,  and  have  back  oi 
them  some  mortgages  which  were  first  liens  and  some  which  were 
second  liens,  so  that  the  investor  would  know  just  what  he  was 
buving. 

Mr.  King.  I  think  that  could  be  done;  and  it  would  make  a  very 
little  difference  in  the  sale  of  the  bonds,  because  they  would  be 
purchased  by  people  who  understood  the  conditions. 

Mr.  Platt.  It  would  seem,  if  you  put  it  that  way,  that  there  would 
be  no  objection. 

Mr.  Weaver.  I  was  going  to  ask  you  if  you  thought  there  would 
be  a  market  for  second-mortgage  bonds. 

Mr.  King.  Yes,  sir ;  of  that  class. 

Mr.  Platt.  It  seems  to  me  it  is  more  in  the  nature  of  a  tax  than 
a  mortgage. 

Mr.  King.  This  is  not  really  a  mortgage,  it  is  a  lien.  It  is  true 
in  one  sense  it  is  a  mortgage,  but  it  is  what  you  might  call  sui 
generis,  peculiar  to  itself. 

Mr.  Weaver.  It  is  an  encumbrance  that  has  to  b*  paid,  no  matter 
what  you  call  it 

Mr.  King.  Assume,  for  example,  that  all  the  taxes  to  be  paid 
apon  land  for  the  next  20  years  could  be  estimated,  and  provision 
made  for  the  payment  of  the  taxes  as  they  came  due,  we  would  have 
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exactly  the  same  conditions  as  here  presented.  In  fact  that  system 
was  attempted  in  my  State  at  one  time;  it  was  estimated  for  three 
or  four  years,  I  believe,  and  they  had  a  fixed  amount,  but  the 
Supreme  Court  held  it  was  unconstitutional. 

Mr.  Hayes.  What  is  the  usual  amount  for  a  man  that  coes  into 
one  of  these  projects  and  takes  up  the  land?  What  is  the  usotl 
amount  that  is  allotted  to  him? 

Mr.  King.  The  usual  amount  of  land? 

Mr.  Hayes.  Yes. 

Mr.  King.  Well,  the  limit  has  been  160  acres  under  the  reclamation 
act,  but  thus  far  but  few  of  the  units  have  been  definitely  fixed ;  bat 
in  some  lacalities  we  expect  to  fix  them  at  40  acres. 

Mr.  Hayes.  That  is,  at  the  outside? 

Mr.  King.  It  will  be  in  some  localities;  but  take  it  throughout  the 
United  States,  I  think  it  will  be  safe  to  say  the  average  will  not 
be  over  possibly  80  acres;  don't  you  think  so,  Mr.  Ryan? 

Mr.  Ryan.  Is  o  ;  I  think  it  wiU  be  less  than  that  The  limit  of  the 
largest  farm  now  that  has  been  established  by  the  Reclamaticii 
Service  is  80  acres. 

Under  the  reclamation  act  160  acres  is  permissible,  but  80  acres 
of  irrigable  land,  I  believe,  is  the  largest  unit,  with  very  few  ex- 
ceptions. There  are  a  lot  of  entries  for  160  acres,  and  the  amended 
reclamation  bill  which  is  now  before  Congress  provides  that  the 
holders  of  those  160-acre  entries  will  be  permitted  to  relincjuish  the 
excess  over  and  above  the  area  of  the  farm  imit  as  established  bj 
the  reclamation  act.  Most  farm  units  that  have  been  made  fix  the 
irrigable  area  at  80  acres  or  less,  so  that  the  average  will  be  down  to 
about  40  acres.  There  are  some  of  them  as  low  as  10 — 10  and  20 
acre  units. 

Mr.  Hayes.  Now,  in  the  Salt  River  project,  what  is  the  usual  unit! 

Mr.  King.  The  limit  contemplated  there  is  40  acres. 

Mr.  Hayes.  Forty  acres?    That  is  what  I  thought. 

Mr.  King.  Yes.  And  take  the  West  Umatilla  extension,  in  Oregon, 
that  has  not  been  fixed;  but  I  think  we  expect  to  reduce  it  to  • 
lower  acreage  than  that. 

Mr.  Hayes.  So  that  we  might  have  it  in  the  record,  let  us  take 
the  Salt  River  as  probably  an  average  project.  The  expense  there 
we  have  been  advised  was  $70  an  acre,  the  cost  of  the  project.  Now. 
if  we  give  them  20  years'  time  in  which  to  make  payments  thil 
would  amount  to  $1.40  an  acre  per  year  for  40  acres.  That  is  $140 
for  each  tract  of  40  acres.  It  is  $140  for  a  40-acre  tract  per  yctr, 
which  is  $2,800  all  together.    That  would  be  the  tax. 

Mr.  King.  I  do  not  quite  catch  that  point. 

Mr.  Hayes.  $70  an  acre  for  40  acres  is  $2,800,  and  divided  into  20 
annual  payments  would  be  $140  each. 

Mr.  King.  For  40  acres? 

Mr.  Hayes.  For  40  acres,  so  that  the  tax  on  a  40-acre  tract  would 
be  $140  a  year. 

Mr.  King.  This  man  would  pay  $140  a  year  in  addition  to  hi« 
State  and  county  tax,  but  along  with  that  he  has  the  advantages  of 
several  crops  each  year;  the  productiveness  of  his  farm  is  increased 
about  tenfold  as  compared  to  some  other  man's  land  who  is  without 
water,  and  who  does  not  have  to  pay  that  extra  tax.    We  call  it  a 
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tax.  Hence,  considering  it  from  that  standpoint,  he  is  a  safer  man 
to  loan  the  money  to,  even  if  you  make  a  second  loan,  thaii  the  other. 

Mr.  Platt.  Does  he  have  to  pay  any  more  for  his  water,  or  does 
lie  get  his  water  free  ? 

Mr.  King.  He  only  pajs  the  actual  cost  of  maintenance  of  keeping 
up  the  reclamation  project.  The  lands  are  assessed  pro  rata,  and 
each  man  pays  his  share.    That,  of  course,  will  continue. 

Mr.  Woods.  Does  the  Govei:nment  keep  on  operating  the  project 
for  20  years? 

Mr.  King.  It  keeps  it  up  until  the  project  is  turned  over  to  the 
landowners,  which  may  be  done,  under  the  reclamation  act,  after 
one-half  has  been  paid ;  then  it  turns  it  over  to  them,  subject  to  the 
supervision  of  the  Government  in  a  way  to  see  that  they  carry  out 
their  contracts,  and  the  settlers  themselves  will  handle  the  project, 
collect  the  fees,  and  pay  the  Government. 

It  occurs  to  me  that  unless  this  exception  is  placed  in  the  bill  that 
it  will  be  in  fact,  and  for  all  practical  purposes,  a  discrimination 
against  those  who  have  lands  requiring  irrigation  under  Government 

{)rojects,  because  you  practically  say  to  them  that  money  may  not  be 
oaned  to  them  notwithstanding  thej  offer  as  good  securitjr  and 
their  lands  are  more  productive,  with  better  opportunity  m  the 
end  to  repay  the  loan,  than  the  man  without  irrigation;  that  is  to 
say,  that  loans  will  be  made  to  people  who  do  not  have  the  advan- 
tage of  irrigation.  Now,  a  man  who  has  never  been  in  an  irrigated 
coimtry,  and  has  not  considered  this  verj^  much,  is  not  inclined  to 
to  take  that  view  of  it.  But  in  an  irrigation  district,  on  the  irriga- 
tion sections  ia  the  arid  and  semiarid  States,  there  will  be  but  little 
difficulty  in  understanding  it.  In  fact  that  is  the  view  which  will 
be  taken  of  it;  that  is  to  say,  it  is  a  discrimination  against  the 
farmer  who  may  purchase  a  water  right  for  his  land.  Unless  I  am 
mistaken,  the  bankers  in  Malheur  County,  Oreg.,  which  is  one  of  the 
principal  irrigation  sections  of  the  State,  loan  money  on  lands  with- 
out questioning  the  lien  placed  upon  them  for  water  rights.  The 
State  of  Oregon  thus  loans  its  State  school  money.  I  was  agent  for 
the  State  there  for  several  vears.  No  question  was  asked  about  the 
prior  liens  that  might  exist  by  reason  of  water-rights  contracts.  The 
tact  that  a  person  owns  stock  in  some  company  and  was  not  able 
to  pay  for  his  water  right  and  might  eventually  lose  his  water  right 
did  not  occasion  any  worry  at  all,  except  that  the  stock  was  assigned 
over  to  the  State. 

Mr.  Seldomridge.  Do  you  think  that  the  Government  could  prop- 
'erly  appraise  these  lands  out  there  for  their  real  value  and  validate 
that  appraisement? 

Mr.  King.  Well,  not  any  more  than  we  appraise  lands  in  levying 
assessments  for  municipal,  county,  and  State  purposes.  They  never 
assess  them  for  their  real  value.  They  claim  they  do,  but  they 
never  do. 

Mr.  Seldomridge.  It  seems  to  me  that,  taking  into  consideration 
the  fact  that  the  water  right  resides  in  the  Government,  it  will  be 
necessary  to  have  a  very  strict  appraisement  of  land  to  be  offered  for 
mortgage,  under  official  direction. 
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Mr.  Ejng.  Well,  it  might  be,  but  I  fail  to  see  where  there  wooU 
be  any  difference,  as  a  matter  of  practice,  because,  as  has  been  sug- 
gested, the  lands  are  absolutely  worthless  without  the  water,  t^ 
wheneyer  the  lands  are  sold  under  the  mortgage  the  purchaser  under 
the  mortgage  foreclosure  must,  for  his  own  protection,  pay  for  these 
water  rights  under  the  first  lien.  There  is  no  escape  from  it.  Other- 
wise he  gets  nothing.  You  will  find  plenty  of  tnem  ready  to  par- 
chase,  and  I  think  it  is  safe  to  predict  that  if  this  suggested  amend- 
ment is  made  there  will  not  only  be  money  loaned  by  people  who  tit 
in  the  money-lending  business,  as  second  mortgages,  but  they  will 
take  it  as  a  third  lien,  eyen  if  you  can  call  the  water-right  contract  a 
first  lien.  For  example,  in  States  where  we  loan  school  funds,  as  in 
my  StatCj  a  man  can  borrow  money  to  the  extent  of  one-third  of  the 
yalue  of  the  land,  independent  of  the  improyements,  at  6  per  cent 
It  is  nothing  unusual  for  a  man  to  put  another  mortgage  on  the  land 
and  the  bariKs  and  people  in  the  money-lending  business  are  glad  to 
get  it.  Of  course  they  keep  it  within  reasonable  bounds.  I  think 
that  this  would  work  out  in  the  same  manner.  I  think  you  will  fmd 
that  in  all  the  States  where  money  is  loaned  by  the  State,  as  it  is  in 
Oregon,  it  will  be  loaned  notwithstanding  this  will  be  a  first  lien  upon 
the  land.  I  haye  reference  to  the  water  right.  That  question  will 
neyer  be  asked,  because  in  those  States  the  matter  is  so  well  under 
stood  that  it  is  seen  that  no  chances  are  being  taken  on  that  account. 

Is  there  anything  further,  gentlemen? 

Mr.  Woods.  Judge  Kings,  I  understood  you  to  say  that  some  of 
these  settlers  or  owners  did  not  get  title  for  four  years.  Is  that 
title  to  the  land? 

Mr.  King.  Not  all  of  them.  They  can  not  get  the  title  until  they 
haye  lived  on  the  land  for  four  years. 

Mr.  Woods.  Some  of  them  have  private  titles  ? 

Mr.  King.  Yes,  sir.  I  am  speaking  of  Government  lands.  As 
far  as  private  lands  are  concerned,  of  course,  they  have  their  title. 

Mr.  Woods.  How  would  the  owner  transier  title  to  the  bank  ts 
security  for  the  loan? 

Mr.  King.  You  mean  under  the  private  lands?  The  private 
lands  would  give  a  mortgage. 

Mr.  Woods.  Under  the  Government  land,  prior  to  the  first  fonr 
years. 

Mr.  King.  He  can  not  transfer  the  title. 

Mr.  Woods.  How  would  the  bank  make  the  loan  ? 

Mr.  King.  The  bank  does  not  make  the  loan. 

Mr.  Woods.  What  security  would  they  have  ? 

Mr.  King.  I  do  not  think  they  would  have  any  until  after  final 
proof  is  made. 

Mr.  Woods.  Is  that  not  the  time  that  they  need  assistance  most! 

Mr.  King.  WeU,  the  situation  is  this,  there  are  thousand  of  than 
who  already  have  been  living  upon  their  lands  the  required  tin» 
who  would  apply.  I  am  glad  you  brought  that  question  up,  because 
I  have  heard  it  asked  here  as  to  why  the  same  privile^  should 
not  be  extended  to  every  man  who  was  not  depending  on  irrigation, 
so  that  he  could  improve  his  land  the  first  four  or  five  years.  The 
fact  is  that  you  can  not  loan  to  a  man  before  he  makes  final  prool 
You  could  loan,  but,  of  course,  the  mortgage  would  be  wortUesa. 
But  after  final  proof  has  been  made  upon  a  homestead,  whether  it 
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^r'is  tmder  a  (jovemment  project  ot  not,  then  it  is  in  position  so  that 
-    a  loan  may  be  made  upon  it  and  become  a.  first  mortgage.    The 
— f  same  condition  exists  with  reference  to  reclamation  projects. 
^_     Mr.  Woods.  You  are  speaking  of  real  estate  loans? 

Mr.  King.  Yes;  real  estate  loans.  So  they  are  in  the  same  position 
:  until  they  make  the  final  proof.  But  on  practically  all  of  these 
=^-  projects  now  that  have  been  under  construction,  there  is  a  very  large 
^^  percentage,  I  think,  who  have  lived  there  during  the  required  length 
^  of  time,  and  who  could  make  their  final  proof  and  borrow  the 
--:  money  if  that  is  permitted. 

Senator  Holus.  We  thank  you  very  much. 

V  STATEMENT  OF  HON.  WUUS  J.  HUIINaS,  KEFRESENTATIVE  IN 
CONaBESS  FBOK  THE  STATE  OF  PENNSYLVANIA. 

Mr.  HuLiNGS.  The  Senate  committee  has  been  good  enough  to 
listen  to  me,  and  I  have  not  anything  much  to  add  to  that  except  to 
«nphasize  two  or  three  particulars.  I  have  presented  a  bill  (H.  R. 
W88),  and  perhaps  it  might  be  well  to  suggest  at  the  start  that  if  the 
mind  of  this  committee  is  made  up  not  to  report  any  bill  that  has 
not  for  its  foundation  Government  aid,  it  would  be  of  little  use  for 
me  to  say  anything,  because  I  believe  that  that  is  the  true  basis  of 
the  relief  that  is  sought  in  this  agricultural  credit  matter. 

Senator  Hollis.  I  should  hesitate  to  be  responsible  for  forecasting 
what  this  committee  might  do. 

Mr.  HuLiNGS.  But  if  they  are  open-minded  on  this  question,  then 
I  wish  to  suggest  this,  that  the  bills  that  I  see  have  been  presented 
for  your  consideration,  all  of  them  involve  a  great  machine  of  Gov- 
ernment control.  One  of  them,  at  least,  provides  for  the  inevitable 
drift  of  the  great  volume  of  agricultural  credit  into  the  control  of  the 
banking  class.  They  build  up  a  political  machine;  they  involve  an 
enormous  unnecessary  expense  and  make  the  whole  system  intricate 
and  expensive,  which  I  think  is  easily  avoidable.  The  theme  or 
concept  of  my  bill  is  a  building  and  loan  association  turned  just  the 
other  way  around.  The  ordinary  building  and  loan  association, 
ivhich  has  been  such  a  great  benefaction  to  the  people  of  the  country, 
provides  for  payments  of  small  stipends  monthly  for  a  period  of  30, 
40,  or  50  months,  at  the  end  of  which  time  the  contributor  gets  a 
paid-up  share  of  $200,  paid  in  cash.  Such  a, system  is  not  possible,  I 
ttink,  m  a  farming  community,  for  the  reason  that  in  the  towns  the 
"wage  earners  or  men  who  have  a  stated  and  a  certain  income,  can 
<5ut  their  cloth  according  to  their  means,  and  they  can  make  these 
contributions,  but  the  farmer  only  has  an  income  once  a  year,  and 
that  is  not  certain.    He  must  wait  for  the  year  to  see  whether  he  is 

foing  to  get  anything.     So  the  plan  of  organizing  a  number  of 
anks,  country  banks,  farmers'  banks,  that  will  find  their  capital 
through  contributions  of  farmers,  I  think  is  impracticable. 

So  I  have  drafted  this  bill  that  has  for  its  basis  the  formation  of 
organizations  of  not  less  than  25  farmers  that  can  organize  a  coop- 
erative association,  with  a  capital  stock  of  not  less  than  $25,000. 
Their  subscriptions  to  this  stock  are  paid  in  by  giving  their  note 
through  a  trustee  for  the  use  of  the  United  States,  these  notes  to  be 
secured  by  mortgage  on  approved  real  estate.     I  need  not  go  into 
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that.  If  everything  is  found  to  be  correct  they  take  these  notes,  to- 
gether with  the  note  of  the  organization  or  association,  for  a  ^inilir 
amount — $25,000.  These  individual  notes  and  mortgajges  are  put 
back  of  that  association  note  as  a  collateral  security.  The  associa- 
tion note  is  payable  in  amortized  payments,  bearing  3  per  cent.  If 
everything  is  all  right  the  Secretary  of  the  Treasury  hands  the  isbo- 
ciation  $25,000  in  currency.  Where  the  Treasiuy  gets  that  is  noc 
set  out  in  the  bill,  but  presumably  it  is  found  by  selling  the  3  per 
cent  bonds.    The  term  of  this  law  is  25  years.     Being  then  extu- 

fuished  by  these  amortized  payments  the  Secretary  of  the  Treasury 
ands  back  to  the  trustee,  who  is  an  appointed  officer,  these  indi- 
vidual notes  and  mortgages,  which  are  payable  according  to  the 
rate  of  interest,  presumably  6  per  cent,  so  that  it  will  not  interfov 
with  bank  rates  m  the  neighborhood — presumably  6  per  cent  The 
maker  of  that  note  knows  that  by  the  payment  of  tnat  6  per  cent 
during  the  time  his  debt  and  interest  is  extinguished.  He  can  do 
that  and  also  provide  an  adequate  sum  for  or^nization  expenses. 

These  organization  expenses  naturally  will  not  be  so  CTeat  as  in 
the  ordinary  building  and  loan  association,  which  is  found  to  be  ks 
than  three-quarters  of  1  per  cent  per  annum,  because  the  buildiiif 
and  loan  association  meets  monthly.  This  association  need  noc 
meet  more  than  once  every  six  months,  at  the  times  when  the  instiU- 
ments  come  due.  These  installments  would  be  paid  to  the  trustee, 
the  trustee  sends  to  the  Government  the  amount  necessary  to  meet 
the  amortized  payment  of  the  association  note,  and  the  balance  u 
put  into  the  treasury  of  the  association  and  there  it  remains  md 
lorms  a  fund,  which,  by  gradual  appreciation,  becomes  large  enoogfc 
to  afford  the  short-time  loan  to  such  of  its  members  as  may 
require  it. 

Now,  then,  these  associations  have  no  Government  control:  there 
is  no  banking  paraphernalia  or  expense  of  employees  or  clerks  or 
Government  controller ;  everything  of  that  sort  is  avoided,  and  these 
associations  in  time  will  encourage  cooperative  operation  even  for 
marketing  the  products  of  the  farm  or  for  receiving  the  contribu- 
tions from  farmers  or  other  persons  in  the  neighborhood  which  they 
loan  out  on  short -time  loans,  and  it  does  not  make  any  diflFerence  what 
kind  of  business  they  go  into.  It  does  not  make  any  difference 
whether  their  business  is  successful  or  not,  it  can  not  in  any  wise 
affect  the  security  of  the  Government  and  it  can  not  affect  the  in- 
tegrity of  the  loan  which  is  made. 

Now,  I  havb  looked  at  the  Bathrick  bill,  and  that  seems  to  he 
very  greatly  commended  and  approved  by  some  of  these  farmer?* 
associations  and  bankers. 

Mr.  Weaver.  What  do  you  think  of  the  Bathrick  bill? 

Mr.  HuLiNGS.  Well,  I  think  if  Mr.  Bathrick's  bill  could  just  be 
stripped  of  the  expense  and  machinery  which  is  altogether  imneccs- 
sary — in  other  words,  if  Mr.  Bathrick  should  adopt  my  bill  he  wottW 
have  a  good  bill.     (Laughter.] 

I  think  Mr.  Bathrick's  bill  is  a  better  bill  than  the  Moss-Fletcher 
bill,  because  those  bills  do  not  go  to  the  heart  of  the  subject  and 
provide  funds  to  make  the  thing  work. 

Mr.  Weaver.  Do  you  not  think  Mr.  Doolittle's  bill  is  better  than 
any  of  them?  He  provides  the  easiest  way  of  getting  money — just 
print  it  on  the  printing  press. 
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Mr.  Huu^^GS.  Oh.  well,  I  do  not  hold  to  such  views  at  all.    It 

18  a  mere  question  whether  this  agricultural  industry  is  of  enough  im- 

:  portance  to  be  worthy  of  Government  aid.    The  enormous  amount 

~  of  farm   indebtedness,  the  beggarly  pittance   which  the   average 

'  farmer  has  in  the  United  States  is  drivmg  men  away  from  the  farm, 

'"  and  they  are  going  to  the  superior  attractions  of  the  city,  and  we  wail 

_;  and  bemoan  their  leaving  the  farm.    They  are  bound  to  leave  the 

2  &rm  and  are  going  to  keep  on  leaving  the  farm  unless  we  do  some- 

;  thing;  and  I  believe  one  of  the  best  thmgs  in  the  world  is  to  give  the 

"  larmer — the  farmer  who  needs  it — the  best  tool  in  his  trade  that  you 

can  give  him,  and  that  is  cheap  credit. 

Mr.  Chairman,  I  have  said  all  that  I  want  to  say.  I  believe  most 
of  these  gentlemen  have  heard  me  before.  But  if  you  are  going  to 
take  into  consideration  at  all  the  question  of  Government  aid,  I 
l>elieve  this  bill  that  I  have  presented  here,  or  a  modification  of  it — 
for  I  have  no  private  pride  in  the  bill — ^provides  the  most  direct 
way  to  reach  the  farmer. 

Senator  Hollis.  So  that  we  may  have  it  in  the  record,  will  you 
please  state  what  is  the  number  of  your  bill  ? 
Mr.  HuLiNGS.  H.  E.  9988. 

Mr.  Platt.  Your  bill  provides  for  the  issue  of  bonds  to  enable  the 
Government  to  get  the  money,  does  it  not? 

Mr.  HuLiNGS.  No.  I  may  say  it  originally  did,  and  Speaker 
Clark,  for  that  very  reason  referred  the  bill  to  the  Ways  and  Means 
Committee,  and  wnen  I  found  that  that  had  been  done  I  went  to 
tihe  Speaker  and  asked  him  to  refer  it  to  this  committee,  which  he 
declined  to  do  for  that  reason,  and  then  I  introduced  the  bill  again 
without  that  provision  authorizing  the  Treasurer  to  sell  2  per  cent 
bonds,  and  then  there  was  no  reason  why  it  should  not  be  referred 
to  this  committee,  and  it  was  so  referred. 

Senator  Holus.  How  do  you  provide  in  your  bill  that  the  Gov- 
ernment should  raise  the  money? 

Mr.  HuLiNGS.  It  only  provides  that  the  Treasurer  shall  pay  the 
money,  and  I  presume  that  if  the  committee  should  adopt  that 
scheme  they  would  simply  put  in  the  section  that  I  dropped  out. 

Senator  Hollis.  That  is,  we  get  around  the  honorable  Speaker  by 
adopting  that  amendment? 
Mr.  HuLiNGS.  Yes,  sir. 
Senator  Hollis.  I  see. 

(Whereupon  the  subcommittees  took  a  recess  until  2.30  o'clock 
p.  m.) 

AJ'TPER  RECESS. 

The  subcommittees  reassembled  after  the  expiration  of  the  recess. 

STATEMENT  OF  H.  MARTIN  WILLIAMS,  OF  WASHINGTON,  D.  C. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
have  hesitated  considerably  about  coming  here  and  making  some 
observations  upon  a  subject  which  I  regard  as  very  important.  I  did 
not  know  whether  it  was  proper  for  me  to  do  it  or  not,  holding  a 
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position  in  Congress,  as  I  do;  but  at  the  risk  of  doing  somethiDf 
that  may  be  regarded  as  improper,  I  want  to  make  one  or  two  sug- 
gestions with  regard  to  this  farm  credit  matter. 

As  I  understand  it,  your  committee  is  charged  with  the  duty  <rf 
providing  for  a  system  of  farm  credit  or  loans  to  the  f armei-s  of  this 
country.    Am  I  right  about  that? 

Mr.  BuLKLEY.  That  is  correct. 

Mr.  Williams.  And  from  what  I  have  seen  in  the  public  press  I 
assume  that  the  proposed  scheme  is  to  provide  for  the  loaning  of 
money  to  the  farmers  upon  their  land  as  security,  taking  mortgages 
upon  them.     Is  that  the  scheme? 

Mr.  BuLKLEY.  Yes;  we  have  been  working  along  those  lines.  Of 
course,  the  question  of  short-term  credit  has  also  been  under  con- 
sideration. 

Mr.  Williams.  Well,  that  being  true,  and  knowing  that  this  com- 
mittee and  the  Congress  as  well  are  trying  to  devise  and  hope  to  <k- 
vise  legislation  along  lines  that  would  benefit  the  farming  classes  of 
this  country,  I  want  to  suggest  that  the  scheme  of  farm  loans  opoo 
farm  property  or  landed  farm  property  will  never  reach  the  object 
that  is  sought  to  be  obtained.  It  will  never  reach — it  will  nev«r 
benefit  the  tenant  farmers  of  this  country,  the  men  who  have  no  Imi 
and  who  number  in  round  numbers  about  2,000,000  of  farmers  in  this 
country. 

Take  the  State  of  Illinois,  for  instance,  and  there  are  130,000  ten- 
ant farmers,  men  who  do  not  own  enough  of  land  in  which  to  bmy  t 
little  dead  baby  two  hours  old.  They  are  living  upon  land  owned 
by  other  people,  either  big  landowners  or  land  farmers  or  land 
monopolists. 

For  instance,  in  one  county,  the  County  of  Logan,  111.,  one  foreign 
estate  owns  80,000  acres  of  the  best  land  in  the  State,  and  the  same 
estate  owns  enough  land  in  the  surrounding  counties  to  bring  the 
total  up  to  150,000  acres. 

The  State  of  Missouri  has  about  120,000  tenant  farmers.  The 
State  of  Georgia  has  more  than  either  one  of  those  States,  and  I  sub- 
mit that  any  legislation  that  dees  not  make  some  provision  for  the 
tenant  farmer,  for  the  man  down  at  the  bottom,  will  fail  to  secure  the 
end  sought  to  be  attained  by  any  legislation  of  this  sort 

I  would  regard  the  enactment  of  a  mortage-loan  system  to 
farmers,  to  be  secured  by  mortgages  upon  their  lands,  as 'the  verj 
worst  thing  that  could  possibly  happen  for  the  small  farmer  and 
the  tenant  farmer.  The  effect  would  be  to  enable  farmers  who  owned 
considerable  bodies  of  land,  especially  those  farmers  who  farm  the 
farmers  instead  of  farming  the  farms,  to  acquire  more  land.  The 
effect  would  be  to  increase  land  values  and  make  it  more  impossible, 
or  more  difficult,  I  should  say,  for  the  small  farmer,  for  the  teninl 
farmer,  the  man  that  we  ought  to  manage  in  some  way  or  another  to 
enable  to  get  a  little  bit  of  land  that  he  could  call  his  own,  instead  of 
being  a  benefit,  it  would  be  a  detriment  to  him. 

I  have  an  extract  from  an  agricultural  paper  published  in  Georgii. 
It  is  called  the  Home  and  Farmstead.  It  is  just  a  brief  extract:  it 
says: 

Senator  Fletcher's  bill  creating  Federal  land  banks  provides  cheap  njon<»y  (««f 
the  farmers  who  have  land  to  offer  as  secnrity.  Well  and  pxKl,  s*»  far  Bat 
there  Is  In  It  no  provision  and  no  hoiM?  for  the  tenant  farmer,  however  indii*- 
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trious,  thrifty,  houcrit,  and  aspiring  he  may  be;  no  hope  for  the  white  tenant 
farmers  of  Georgia,  who,  with  their  families,  represent  a  population  of  450,000 
people;  and  no  hope  for  the  white  tenant  farmers  of  the  South,  who  number 
with  their  families  4,500.000.  The  negro  tenant  farmers,  with  lower  standards 
of  living,  fare  better ;  they  are  rising  into  farm  ownership  faster  than  the  white, 
;    at  the  rate  ranging  all  the  way  from  2  to  5  to  1  in  the  different  States. 

Mr.  Chairman,  that  is  all  I  care  to  submit  to  the  committee — ^just 
the  thought  that  any  legislation  that  fails  to  take  into  account  the 
tenant  farmers,  the  men  who  are  struggling  against  adverse  circum- 
stances, who  live  from  hand  to  mouth,  year  in  and  year  out,  will  be  a 
fraud  upon  them;  it  will  be  worse  than  no  legislation  at  all;  and  I 
am  sure  that  this  committee  and  Congress  really  desire  to  do  that 
which  will  benefit  the  people  who  need  the  fostering  care  of  the 
Government  most. 

I  am  not  one  of  those,  however,  who  believe  in  the  Government 
being  a  parent.  With  my  old-fashioned  Democratic  ideas  I  have 
thought,  some  how  or  other,  that  all  that  was  necessary  in  this  Gov- 
ernment, or  in  this  world,  was  to  give  every  man  an  equal  free  oppor- 
tunity in  the  race  for  life,  and  then  let  him  take  care  of  himself. 

But  we  have  not  got  free  opportunities.  To  my  mind,  the  way  to 
correct  this  evil,  the  way  to  dissipate  these  enormous  landed  estates 
and  these  enormous  farms  is  to  reform  our  system  of  taxation ;  take 
taxes  off  of  improvements;  take  taxes  off  of  farm  stock  and  farm 
machinery,  and  off  of  personal  property,  and  put  them  upon  the  sell- 
^  ing  value  of  the  land,  and  in  tnat  way  you  will  break  up  the  large 
*  farms  and  either  compel  the  owners  to  dispose  of  them  or  to  let  them 
go  at  a  reasonable  rental.  I  can  see  no  other  way  out  of  that  diffi- 
culty. 

Mr.  Chairman,  I  want  to  thank  you  very  much  for  giving  me  the 
opportunity  to  submit  these  observations;  and  if  anyone  desires  to 
ask  any  question  I  will  try  to  answer  it  if  possible. 

Senator  Hollis.  Do  you  believe  in  the  single  tax,  Mr.  Williams? 

Mr.  Williams.  Absolutely.  I  believe  it  is  the  only  salvation  for 
industrial  and  financial  depression. 

Senator  Hollis.  And  that  is  what  you  meant  when  you  said  to 
take  the  tax  off  all  implements,  stock,  and  so  on,  and  put  it  on  the 
land,  is  it? 

Mr.  Williams.  That  is  what  I  meant  exactly;  to  tax  land  values 
instead  of  taxing  labor  and  thrift  and  industry. 

Senator  Hollis.  Do  you  think  that  would  diminish  the  price  of 
real  estate  in  farming  localities? 

Mr.  Williams.  Certainly,  it  would  have  that  effect. 

Senator  Hollis.  And  that  it  would  tend  to  place  the  land  in  the 
hands  of  owners  instead  of  tenants? 

Mr.  Williams.  Ye^;  I  think  that  would  be  the  ultimate  end. 

Senator  Hollis.  Yes.  Now,  can  you  make  for  the  benefit  of  the 
committee  some  practical  suggestions  as  to  how  we  can  help  the 
tenant  farmers  in  this  legislation  we  have  under  consideration?  Of 
course  we  all  want  to  help  them,  but  we  know  it  is  a  very  difficult 
thing. 

Mr.  Williams.  I  know  that  5  but  I  can  not  make  a  suggestion  along 
that  line.  I  have  not  given  it  sufficient  thought,  and  I  am  sure  I 
<;ould  not  submit  anvthmg  that  would  be  of  value  to  the  committee 
along  that  line.    I  think  it  is  going  to  be  a  long  way  out.     I  do  not 
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think  it  is  going  to  be  done  by  legislation  by  this  Congress.  I  thiiik 
it  is  going  to  take  some  time  to  devise  legislation  which  will  give 
relief  to  this  large  body  of  the  American  people  who  need  it  the  most 

Senator  Holus.  Do  not  be  discouraged,  Mr.  Williams,  if  we  do 
not  do  it  in  this  bill. 

Mr.  Williams.  Oh,  no. 

Senator  Hollis.  But  I  think  eventually  we  will  work  out  some  sys- 
tem of  personal  credit  that  will  be  of  great  help. 

Mr.  Williams,  I  think  so.  I  think  that  is  true.  I  know  that  m? 
acquaintance  with  the  men  who  compose  the  American  CongresB 
justifies  my  belief  in  their  absolute  sincerity  and  their  ability,  wbei 
once  they  bring  their  thoughts  to  bear  upon  these  questions,  to  work 
them  out  finally. 

Mr.  Bulkley.  We  thank  you  very  much  for  your  attendance.  31r. 
Williams. 

STATEMENT  OF  HON.  PATBICK  D.  NOBTON,  A  BEPB£S£NTATITB 
IN  CONQBESS  FBOM  THE  STATE  OF  NOBTH  DAKOTA. 

Mr.  NoBTON.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  ap- 
preciate very  much  the  opportunity  afforded  me  to  make  a  few 
remarks  on  this  important  subject  of  rural  credits. 

I  have  lived  in  North  Dakota,  the  State  which  I  in  part  repre- 
sent in  Congress,  for  something  more  than  31  years.     During  til . 
that  time  I  have  been  interested  in  and  engaged  m  farming.    1  ib 
YBTj  well  acquainted  with  conditions  in  that  State  affecting  crediti 
which  farmers  require  to  carry  on  their  business. 

I  believe  that  I  am  very  safe  in  sajing  that  I  have  witnessed  is 
much  suffering  and  as  much  hardship  on  the  part  of  farmers  on 
account  of  exorbitant  interest  charges  as  has  been  witnessed  bv  anv 
man  who  has  appeared  before  your  committee.  The  subject  o^  higli 
interest  rates  on  rural  credits  has  been  a  live  subject,  an  all-absonv 
ing  subject  in  my  home  State  for  many  years. 

During  the  past  seven  years  I  have  lived  in  the  western  part  of 
Nort  Dakota,  or,  more  accurately  speaking,  in  the  soutliwestem  put 
of  that  State.  This  section  of  the  State  nas  only  recently  been  de- 
veloped for  farming  purposes.  Prior  to  1907  that  particular  section 
of  the  State  was  given  over  chiefly  to  stock  raising  and  grazing. 

Before  moving  to  my  present  location  at  Hettinger,  Adams  Countr. 
1  lived  in  the  eastern  part  of  the  State,  at  Devils  lAke. 

At  the  present  time  the  interest  rate  on  farm  loans — that  is,  first- 
mortgage  farm  loans,  secured  by  first  mortgage  on  farm  lands — in  the 
eastern  part  of  our  State  is  about  7  per  cent,  whereas  in  tl  e  western 
part  of  the  State  the  rates  range  from  8  to  12  per  cent.  The  maxi- 
mum legal  rate  of  interest  in  North  Dakota  is  12  per  cent. 

In  discussing  this  subject,  and  the  bills  which  are  now  before  tbe 
committee  and  which  are  being  given  your  consideration,  it  mijcbl 
be  well  for  us  to  state  to  you  how  farm  loans  are  handled  at  the  pwfr 
ent  time  in  our  State. 

I  may  say  that  I  am  very  well  acquainted  with  the  manner  of 
making  farm  loans  secured  by  first  mortgages  on  farm  lands,  as  I  hiT« 
negotiated  many  such  loans  for  farmers,  and  have  also  made  snct 
loans  on  my  own  account.    I  have  been  paid  high  interest  rates  and 
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have  myself  paid  a  great  amount  of  interest  at  the  very  high  inter- 
est rates  that  exist  in  my  State. 

To-day  we  have  in  North  Dakota  something  over  600  banks,  in- 
cluding State  banks  and  national  banks.  In  the  western  part  of  the 
State,  when  a  farmer  desires  to  make  a  loan  upon  his  land  to-day, 
the  usual  practice  is  for  him  to  go  to  one  of  the  State  banks  doing 
business  near  his  farm.  These  banks  are,  for  the  most  part,  institu- 
tions with  a  capital  stock  ranging  from  $10,000  to  $20,000. 

Mr.  Woods.  Mr.  Norton,  what  is  the  minimum  capital  permitted 
in  your  State  under  the  law? 

Mr.  Norton.  The  minimum  capital  under  the  existing  law  is 
$10,000. 

As  I  was  about  to  say,  a  farmer  goes  to  his  local  State  or 
National  bank  and  asks  to  make  a  loan.  He  mak<^s  out  an  applica- 
tion for  the  loan,  giving  the  description  of  his  land,  the  improve- 
ments on  it,  and  the  description  of  other  property  that  he  may  have; 
a  statement  as  to  his  indebtedness;  a  statement  of  the  purpose  for 
which  the  loan  is  to  be  made,  and  a  statement  as  to  the  amount  of  loan 
he  desires  to  make;  and  he  authorizes  the  bank  to  which  this  state- 
ment is  made  to  arrange  for  a  loan  on  his  land. 

The  loan  is  granted  to  him  at  the  prevailing  rate  of  interest 
charged  by  the  bank. 

Now,  I  want  to  say  that  in  a  very  few  cases  do  the  banks  carry 
these  loans.  Either  before  the  loan  is  made  to  the  farmer,  or  very 
soon  thereafter,  this  loan  is  sold  to  some  commission  mortgage  loan 
agent,  in  an  Eastern  State,  or  to  some  affiliated  bank  in  an  Eastern 
State.  The  greater  part  of  the  loans  made  in  North  Dakota  are 
sold  to  banks  or  loan  agents  in  the  States  of  Minnesota,  Iowa,  Wis- 
oonsin,  Illinois,  and  Indiana. 

The  local  bank  making  the  loan  direct  to  the  farmer  calculates. 
in  the  course  of  its  regular  business,  to  sell  this  mortgage  to  its 
eastern  correspondent,  so  as  to  net  it  a  rate  of  at  least  2  per 
cent  for  each  year  the  loan  has  to  run.  That  is,  if  the  loan  is 
made  to  the  farmer  at  12  per  cent  it  is  sold  to  its  eastern  correspond- 
ent at  a  rate  not  greater  than  10  per  cent. 

In  some  cases — in  many  cases — when  these  loans  are  made  direct 
to  the  farmers  by  local  banks  at  12  per  cent  thfty  are  sold  to  eastern 
loan  agents  or  eastern  banks  at  a  rate  to  net  the  purchaser  8  per  cent, 
and  sometimes  as  low  as  6  per  cent  per  annum. 

In  the  sale  of  the  mortgage  that  is  executed  by  the  farmer,  very 
frequently  this  mortgage  passes  through  the  hands  of  several  loan 
agents  or  mortgage  loan  brokers,  and  in  each  case  there  is  a  com- 
mission of  about  1  per  cent  per  annum  for  handling  the  loan  which 
goes  to  the  loan  agent. 

So  that  the  one  who  ultimately  carries  the  loan  receives  but  a 
small  part  of  the  rate  of  interest  that  is  charged  to  the  farmer. 

The  farmers  of  my  State,  under  existing  laws  and  under  existing 
economic  conditions,  are  not  able  and  have  not  been  able  to  protect 
themselves  from  these  exorbitant  commissions  and  high  interest 
rates. 

I  have  been  very  much  interested  for  several  years  in  the  subject 
of  rural  credits,  and  I  have  carefully  read  the  bills  that  have  been 
introduced  in  the  Congress  and  that  are  being  considered  by  your 
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committee.  I  have  in  particular  carefully  read  the  bill  introduced 
by  Senator  Fletcher  in  the  Senate  and  Itepresentative  Moss  in  the 
House,  the  bill  commonly  spoken  of  as  "the  Moss-Fletcher  bill." 
which  proposes  to  provide  for  the  establishment  of  national  farm- 
land banks. 

I  want  to  say  to  the  chairman  of  this  committee  and  to  the  com- 
mittee that  from  a  reading  and  study  of  this  bill  I  have  been  untbie 
to  discover  how  the  system  outlined  m  the  bill,  when  put  into  practi- 
cal operation,  is  going  to  prevent  excessive  commission  charges  od 
farm  loans  or  give  relief  to  the  farmers  of  the  countrv  from  the 
high  interest  rates  they  are  now  obliged  to  pay.  I  have  been  unaUe 
to  see  how  the  system  that  is  now  being  carried  on  by  the  banks  and 
loan  agencies  of  the  country  is  not  going  to  be  carried  on  in  practi- 
cally the  same  manner  under  the  system  outlined  in  this  bill. 

As  I  understand  the  bill,  it  provides  for  the  establishment  of 
banks  having  a  minimum  capital  of  $10,000,  these  banks  to  iotn 
direct  to  the  farmers  at  a  rate  of  interest  not  to  exceed  by  more  thin 
1  per  cent  the  rate  at  which  they  may  issue  farm-mortgage  bcmds 
or  bonds  issued  by  the  bank.  They  are  called  in  the  biU  *Mand- 
mortgage  bonds,"  I  believe. 

Mr.  Woods.  Yes ;  land-mortgage  bonds. 

Mr.  Norton.  Land-mortgage  bonds ;  that  is  the  designation  given  in 
the  bill.  In  North  Dakota  at  the  present  time  a  great  many  of  our 
State  banks  are  affiliated  with  banks  in  adjoining  States;* that  is, 
the  stockholders  of  the  North  Dakota  banks  are  stockholders  in  banb 
in  adjoining  States,  and  stockholders  in  banks  that  handle  to-dty 
as  brokers  a  large  amount  of  farm  mortgages  made  by  tlie  farmere 
of  my  State. 

It  occurs  to  me,  under  the  system  outlined  in  the  Moss-Fletcher 
bill — and  this  is  not  an  idea  alone  of  my  own,  but  it  has  been  brought  to 
my  attention  by  many  letters  from  farmers  in  my  State — that  there 
is  no  particular  inducement  to  cause  the  officers  of  the  farm-land 
banks  to  sell  farm-land  bonds  at  the  lowest  possible  rate  of  interest 
That  is,  a  farm-land  bank  established  in  western  North  Dakota 
could  sell  its  farm-land  bonds  to  some  correspondent  in  Iowa  at  i 
rate  of  9  per  cent  and  then  under  the  terms  of  the  proposed  Itw 
make  a  loan  to  the  local  farmer  at  the  rate  of  10  per  cent. 

As  far  as  many  of  those  who  have  written  to  me  are  able  to  deter- 
mine jthere  is  no  certain  guaranty  under  the  provisions  of  this  bill, 
in  its  practical  operation,  that  the  farmers  whom  it  seeks  to  aid  will 
be  given  loans  at  any  reasonable  rate  of  interest. 

It  occurs  to  me  that,  whatever  Federal  legislation  is  enacted  by 
Congress  on  the  subject,  it  should  aim  in  a  practical  way  to  prevent 
the  imposition  upon  the  farmers  of  the  country  of  the  many  ccwnmis- 
sion  charges  that  they  are  now  subjected  to  on  the  loans  that  they  are 
obliged  to  make.  I  think  that  is  one  of  the  greatest  evils  of  presmt 
methods.     In  fact,  I  know  this  is  true  in  my  own  State. 

I  might  say  to  the  committee,  regarding  the  sentim^it  that  exists 
among  the  farmers  of  my  State  on  this  subject,  that  while  they  are 
not  in  favor  of  a  socialistic  or  paternalistic  form  of  government 
they  do  not  believe  the  Government  would  be  extending  its  proper 
functions  too  far  if  it  gave  some  direct  assistance  to  those  actually 
engaged  in  farming,  so  as  to  guarantee  to  them  credits  that  they  must 
necessarily  have  to  carry  on  the  business  of  farming  at  a  rate  of 
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interest  that  would  not  be  greater  in  any  case  than  the  rate  of  interest 
required  to  be  paid  by  men  engaged  in  commercial  pursuits. 

For  the  past  24  or  25  years  the  State  of  North  Dakota  has  made 
loans  from  its  imiversity  and  school  land  funds  direct  to  the  farmers 
of  the  State.  Before  lieing  elected  as  a  Member  of  Congress,  I  oc- 
cupied the  position  of  secretary  of  state  of  North  Dakota.  As  sec- 
retary of  state  I  was  ex  officio  member  of  the  board  of  university  and 
school  lands.  This  board  had,  among  its  other  multifarious  duties, 
the  duty  of  making  loans  on  farm  lands  from  the  university  and 
school  land  fund  of  the  State.  The  loans  were  made  at  the  rate  of 
6  per  cent  per  annum,  and  were  made  for  periods  of  12  years,  with 
the  option  of  paying  the  principal  on  any  interest-due  date  after 
6  years. 

I  want  to  say  that  the  experience  that  the  State  has  had  along  this 
line  has  been  a  most  successful  one  from  the  point  of  view  of  the  State, 
and  from  the  point  of  view  erf  the  borrower. 

Mr.  Woods.  Mr.  Norton,  would  it  bother  you  to  be  interrupted 
now? 

Mr.  Norton.  Not  at  all. 

Mr.  Woods.  Were  there  ever  any  losses  in  those  loans  so  far  as 
you  knew  ? 

Mr.  Norton.  I  do  not  recall  that  there  ever  was  any  loss.  My 
best  information  and  best  recollection  is  that  the  State  never  lost  a 
dollar  in  all  the  time  it  has  been  in  the  business  of  making  loans 
direct  to  the  farmers  of  my  State. 

Mr.  Woods.  I  assume  there  were  quite  a  number  of  applications 
always  on  ifile. 

Mr.  Norton.  Yes;  a  great  many  applications  on  file;  a  great  many 
more  than  we  could  supply  loans  to  with  the  limited  funds  available 
for  this  purposte. 

Mr.  Woods.  Did  you  ever  know  of  a  case  where  political  influence 
was  used  in  order  to  secure  advantage  by  the  borrowers? 

Mr.  Norton.  No;  I  do  not  know  of  such  a  case.  I  am  sure  that 
nothing  of  that  kind  ever  took  place  while  I  was  on  the  board.  The 
men  who  were  on  the  board  did  not  feel  that  it  was  a  matter  that 
could  be  looked  at  in  that  way.  There  was  so  much  money  appor- 
tioned to  each  county,  and  then  the  applications  were  examined  in 
the  order  in  which  they  were  filed,  and  as  they  were  approved,  they 
were  allowed  in  the  order  in  which  they  were  filed,  accordingly  as 
the  money  was  available  for  that  county.  I  have  never  heard  any 
complaints  that  there  was  any  undue  political  influence  brought  to 
bear  in  the  making  or  granting  of  these  loans.  There  was  never  any 
feeling  like  that  throughout  the  State  as  far  as  I  can  now  recall.  1 
never  heard  of  any  such  complaints,  and  I  have  been  in  political  con- 
tests more  or  less  there  ever  since  I  left  school.  If  there  had  been 
any  charges  of  that  kind  I  would  have  been  sure  to  hear  of  them 
during  my  administration. 

I  want  to  say  to  the  committee  further  that  the  section  of  the  State 
which  I  represent  is  made  up  of  a  considerable  number  of  foreigners 
and  descendants  of  foreign-born  citizens.  We  have  among  our  popu- 
lation a  great  many  farmers  who  are  surprisingly  well  informed  on 
the  subject  of  rural  credits.  I  have  received  some  very  interesting 
letters  from  them.     I  have  myself  been  surprised  to  discover  the 
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information  that  farmers  in  my  district  have  on  this  subject.  Thej 
seem  to  be  particularly  well  acquainted  with  rural-credit  conditioos 
in  Norway,  Sweden,  and  Denmark.  A  large  percentage  of  the  tim- 
ers in  the  southwestern  part  of  the  State  are  Russians,  and  many  of 
these  farmers  are  a  very  intelligent  class  of  people.  Tbey  are 
familiar  with  the  rural-credit  conditions  in  Russia.  Others,  jadgm; 
from  their  letters,  are  acquainted  with  rural-credit  conditions  ii 
France. 

They  frequently  write  me  that  they  are  surprised  that  this  countiy, 
which  boasts  so  much  of  its  enlightened  conditions  and  its  progressive 
ideas,  is  so  far  behind  the  countries  from  which  they  came  in  the 
matter  of  a  practical  system  to  •provide  credits  for  those  engaged 
in  agricultural  pursuits.  I  must  confess  that  I  have  been  someivw 
humiliated,  as  a  rather  thorough  and  patriotic  American,  in  reading 
some  letters  I  have  received  from  Russian  farmers,  who  declare  tw 
even  in  that  benighted  country  an  indtistrious  farmer  is  enabled  to 
secure  credits  necessary  to  carry  on  the  business  of  farming  at  fairer 
and  more  reasonable  rates  of  interest  than  are  obtained  m  western 
North  Dakota. 

I  have  introduced  in  the  House  a  bill  (H.  R.  12755),  which  I  shall 
have  inserted  in  the  record. 

(The  bill  referred  to  will  be  found  at  the  conclusion  of  Mr.  Norton's 
statement.) 

Mr.  Norton  (continuing).  This  bill  which  I  introduced  aims  to 
provide  a  practical  system  of  credits  for  farmers,  and  aims  to  guar- 
antee a  reasonable  rate  of  interest — ^a  certain  definite  rate  of  not  to 
exceed  4  per  cent  per  annum  on  lon^-time  loans.  I  am  confident 
that  the  legislation  outlined  in  this  bill  is  practical  and  will  effect 
real  relief  from  existing  exorbitant  interest  rates  on  rural  credits. 
As  you  already  have  a  great  deal  of  tCvStimony  on  both  sides  of  this 
question  before  your  committee,  I  am  not  going  to  go  into  the  sub- 
ject in  detail,  as  I  otherwise  should.  All  that  I  wish  to  say  at  this 
time  is  that  many  business  men,  as  well  as  a  large  majority  of  the 
farmers  in  my  State,  are  in  favor  of  direct  Government  aid  to  farmers 
and  to  farm-credit  associations  in  the  solution  of  this  question  of 
Federal  rural-credit  legislation. 

It  seems  to  me  that  it  is  essential  that  the  greatest  possible  en- 
couragement should  be  given  in  this  country  to  the  ownership  of 
farm  homes.  I  believe  in  an^  legislation  that  is  enacted  on  this  sub- 
ject that  should  be  the  principal  aim  in  view,  and  that  the  aid  to  be 
extended  by  the  Federal  Government  should  be  extended  primarily 
to  those  who  make  their  homes  on  the  land  and  to  those  who  actually 
bring  into  existence  by  their  efforts  the  products  of  the  farm. 

Senator  IToli.is.  Mr.  Norton,  have  you  examined  the  bill  that  has 
been  introduced  by  Senator  Norris?  Did  you  hear  his  testimony  this 
morning? 

Mr.  Norton.  No;   I  did  not  hear  the  Senator's  testimony. 

Senator  Holt.is.  It  seems  to  me,  looking  the  bills  over,  that  the 
two  bills  are  quite  similar. 

Mr.  Norton.  Yos;  I  have  read  Senator  Norris's  bill;  and  I  think 
the  fundamental  principles  of  the  two  bills  are  practically  the  -ame. 

Senator  Hoi^i.is.  lie  expl^vwed  his  bill,  section  by  section,  this 
morning.  ^       ^     ^ 

"* '     Norton    1  aiu  ple?is»eA.  \.o  \avo^  VPkaX  v^^  "^^TssiXwt  ^\  '^x^. 
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Senator  Hollis.  And  with  that  remark  in  the  record,  it  will  show 
how  much  they  are  alike.  I  wondered  if  they  were  drawn  in  col- 
laboration. 

Mr.  Norton.  No;  they  were  not. 

Mr.  BuLKLEY.  Is  there  any  important  difference  between  them? 

Mr.  Norton.  In  my  bill  provision  is  made  for  branch  bureaus  of 
the  farm  credit  board,  and  there  are  many  different  administrative 
features  in  the  two  bills.  I  believe  that  tne  practical  working  of  a 
system  of  rural  credits  will  disclose  the  fact  that  the  administrative 
features  of  the  system  proposed  can  be  best  handled  in  each  State; 
that  is,  the  work  in  connection  with  making  the  loans  in  each  Stati|. 
can  be  better  handled  in  each  State  than  it  can  be  handled  from  oiw 
central  point,  such  as  Washington.  My  bill  further  emphasizes  en- 
couragement to  rural  credit  associations.  I  am  of  the  opinion  that, 
just  as  rapidly  as  possible,  all  loans  should  be  made  through  rural 
credit  associations  composed  of  actual  farmers,  and  then  that  these 
loans  to  be  made  by  rural  credit  associations  should  be  carried  by  the 
loan  fund  provided  by  the  Federal  Government. 

Now,  I  might  say  that  some  loan  firms  are  doing  practically  this 
to-day,  but  instead  of  granting  low  rates  of  interest  to  farmers,  they 
are  reaping  the  profits  of  the  system  themselves. 

The  Wells-Dickey  Co.,  operating  in  the  eastern  part  of  North 
Dakota  and  in  Minnesota,  makes  loans  throughout  North  Dakota  at 
rates  of  interest  of  8  to  10  per  cent,  sometimes  as  high  as  12  per  cent. 
This  company  is  incorporated  for  a  large  amount.  They  issue  a  bond, 
a  Wells-Dickey  Co.  bond,  which  they  have  no  great  difficulty,  I  am 
informed,  in  selling  to  net  the  purchaser  5  per  cent  per  annum.  The 
bonds  they  issue  are  secured  by  the  farm-mortgage  loans  that  they 
make. 

This  system  carried  out  to-day  does  not,  however,  redound  to  the 
benefit  of  the  farmer  who  makes  the  loan  and  who  has  to  pay  the 
interest  and  all  the  loan  charges. 

I  think  that  is  all  I  desire  to  say  to  the  committee  at  this  time.  I 
wish  to  again  assure  you  of  my  appreciation  of  your  courtesy  in  giv- 
ing me  this  hearing,  and  I  trust  that  the  legislation  which  will  be 
enacted  by  this  Congress  will  be  practical  legislation,  legislation  that 
will  in  effect  guarantee  and  make  certain  that  the  farmers  of  this 
coui\try  will  be  able  to  secure  the  credits  that  are  necessary  for  car- 
rying on  their  business  at  fair  and  reasonable  rates  of  interest. 

Mr.  Platt.  Does  your  bill  provide  that  the  Government  shall  raise 
the  money  for  the  loans  by  issuing  bonds? 

Mr.  Norton.  By  issuing  bonds;  yes;  at  3^  per  cent;  the  bonds 
payable  in  20  years.  If  there  are  any  particular  questions  concern- 
ing my  bill  which  any  member  of  the  committee  desires  to  ask  I  will 
be  very  glad  to  answer  them,  and  I  shall  be  very  glad  to  answer  any 
questions  concerning  conditions  in  my  State  or  concerning  this  gen- 
eral subject  of  rural  credits  in  so  far  as  I  may  be  able. 

Mr.  Platt.  I  thought  your  statement  about  the  letters  which  you 
had  from  farmers  in  your  State  was  interesting.  Do  any  of  those 
letters  from  Eussian  farmers  tell  about  the  credit  systems  m  Russia? 

Mr.  Norton.  They  do  not  go  into  detail  or  into  particulars,  but 
they  state  that  loans  can  be  made  from  the  Government,  as  they  ex- 
press it.  at  very  low  rates  of  interest. 
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Mr.  BuiiKiiEY.  That  has  been  stated  by  Dr.  Coulter,  who  traveled 
in  Russia. 

Mr.  Norton.  Yes;  I  have  also  gone  over  the  question  somewhit 
with  Dr.  Coulter.  Since  this  question  has  been  generally  discussed 
the  past  six  months  I  have  been  surprised  to  learn  the  amount  of 
information  that  these  Russian  farmers  have  on  the  subject  and  the 
manner  in  which  they  look  upon  our  Nation's  backwardness  in  this 
respect 

Mr.  Platt.  Those  loans  in  Russia,  however,  are  made  rather  from 
sociological  or  political  reasons  than  for  the  purpose  of  promoting 
Jfcriculture. 
^Mr.  Norton.  For  political  reasons?    I  do  not  so  understand. 

Mr.  Platt.  For  the  purpose  of  enabling  the  people  to  settle  on 
land  which  has  been  held  m  large  tracts  before,  very  much  as  the 
Government  of  Great  Britain  helps  the  Irish  peasants  to  settle  on 
land  on  which  they  have  been  living  for  the  past  500  vears,  perhaps. 

Mr.  Norton.  Well,  as  I  understand  it,  they  are  maae  to  encourage 
the  ownership  of  farm  homes,  to  encourage  the  citizens  of  that 
country  to  engage  in  farming;  and  I  take  it  that  that  will  be  the 
primary  object  of  any  legislation  that  this  Congress  may  enact,  will 
it  not? 

Mr.  Platt.  Well,  I  suppose  so.  We  have  not  the  same  problems 
to  meet  at  all  that  Russia  has  or  the  same  that  Ireland  has.  We 
have  not  a  class  of  tenants  who  have  been  living  in  one  place  for  a 
long  time  and  whom  it  is  very  desirable  to  enable  to  own  tne  land. 

Mr.  Norton.  But  we  do  have  in  this  country  the  same  problem  to 
meet  that  they  have  there,  the  problem  being  to  keep  our  people  in 
this  country  upon  the  farms  and  to  protect  them  from  being  im- 
ptrverished  by  exorbitant  interest  charges. 

Mr.  Platt.  That  is  the  problem  there,  I  suppose,  as  well  as  here, 
to  some  extent.  But  in  your  territory  it  is  a  part  of  the  problem  to 
keep  the  people  from  going  to  Canada,  is  it  not? 

Mr.  Norton.  Well,  the  problem  is  to  keep  our  farms  occupied. 
Yes ;  that  is  one  of  the  problems. 

Mr.  Platt.  What  do  they  get  in  Canada?  They  get  Government 
loans  there? 

Mr.  Norton.  No;  at  the  present  time  and  for  the  past  few  years. 
they  get  free  Government  lands  there.  That  is  the  attraction  in 
western  Canada— rfree  Government  land,  homestead  land. 

Mr.  Plait.  Is  there  any  tendency  among  the  farmers  of  North 
Dakota  of  foreign  parentage  to  organize  the  same  sort  of  cooperative 
associations  that  prevail  in  their  home  countries — their  native 
countries  ? 

Mr.  Norton.  Yes;  there  have  been  some  few  attempts  alon^:  thit 
line;  I  am  not  very  familiar  with  that;  but  some  of  the  ^wLsh 
settlements  have  macie  attempts  along  that  line,  and  I  think  some  of 
the  Russian  settlements  in  the  southern  part  of  the  State  ha\f 
done  so. 

Mr.  Platt.  The  Russian  farmers  are  not  Jews  as  a  rule,  are  they? 

Mr.  Norton.  Well,  some  of  the  Russians  are  Jews,  but  not  as  a 
general  rule. 

Mr.  Platt.  Are  they  settled  in  colonies  according  to  religion,  or 
anything  of  that  sort  ? 
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Mr.  Norton.  No^  I  do  not  think  so;  not  so  far  as  I  know.  They 
are  of  different  rehgious  denominations. 

Mr.  BuLKLEY.  Mr.  Norton,  is  it  constitutional  for  the  Govern- 
ment to  borrow  money  on  bonds  for  the  purpose  of  lending  it  to 
farmers? 

Mr.  Norton.  Is  it  constitutional? 

Mr.  BuLKLEY.  Yes. 

Mr.  Norton.  As  far  as  the  Federal  question  is  concerned? 

Mr.  BuLKLBY.  Yes. 

Mr.  Norton.  Well,  I  certainly  consider  that  it  is. 

Mr.  BuLKLEY.  What  do  you  rest  that  on  in  the  Constitution  ? 

Mr.  Platt.  The  general  welfare  clause  ? 

Mr.  Norton.  On  what  sections  of  the  Constitution,  do  you 
mean? 

Mr.  BuLKLEY.  Yes;  what  provision  in  the  Constitution? 

Mr.  Norton.  Well,  I  am  not  prepared  to  say  as  to  just  what  sec- 
tions of  the  Constitution  this  authority  may  be  found,  or  to  discuss 
this  phase  of  the  subject  at  length  now. 

Mr.  BuLKLEY.  It  will  be  seriously  urged,  you  know,  that  it  is  not 
constitutional  for  Congress  to  do  this  thmg ;  and  I  have  not  looked  it 
up  carefully  yet,  and  would  like  to  have  any  authority  that  you  may 
have  on  it. 

Mr.  Norton.  Well,  I  shall  be  very  glad  to  submit  authorities  on 
that,  but  I  have  not  considered  that  this  was  a  question  that  would 
be  very  seriously  raised.  Of  course,  I  have  not  nad  any  doubt  that 
it  could  be  raised ;  any  question  might  be  raised. 

Mr.  BuLKLEY.  Well,  it  is  pretty  seriously  urged,  and  if  it  is  true, 
there  is  no  use  for  use  to  talk  about  doing  tnat. 

Mr.  Norton.  Oh,  certainly  not. 

Mr.  BixLKLEY.  Well,  if  there  are  no  further  questions,  we  are  very 
much  obliged  to  you. 

Mr.  Norton.  I  might  say,  in  conclusion,  that  I  realize  that  there 
is  a  good  deal  of  opposition  to  the  Government  going  in  this  matter 
into  what  is  termed  paternalism  in  aiding  farmers  and  giving  them 
so-called  special  privileges. 

But  we  are  doing  this  in  a  small  way  now.  In  the  irrigation  dis- 
tricts all  over  the  West,  the  Government  has  expended  between 
^80,000,000  and  $90,000,000  to  carry  on  irrigation  projects,  and  allows 
farmers  to  pay  for  these  lands  on  terms  that  practically  amounts  to 
\n  amortization  payment  plan.  There  is  a  bill  now  before  Congress 
svhich  is  amendatory  of  the  laws  governing  irrigation  projects,  and 
which  has  the  approval  of  the  Secretary  of  the  Interior,  which  pro- 
vides that  entrymen  on  irrigation  projects  may  pay  for  their  land  in 
20  years,  by  making  small  interest  payments  of  2  per  cent  per  an- 
tium  for  the  first  4  years,  and  gradually  increasing  it  to  a  maximum 
rate  of  6  per  cent,  which  finally  pays  in  full  the  sale  price  of  the 
land. 

So  I  do  not  believe,  in  view  of  what  we  are  already  doing,  that 
this  objection  can  be  successfully  urged. 

Mr.  BuLKLEY.  Of  course,  there  is  a  question  of  policy  there,  and 
you  might  consistently  vote  for  Federal  aid  if  you  believed  it  was 
expedient.  But  I  take  it  that,  if  we  believed  it  was  unconstitutional, 
we  ought  not  to  vote  for  it.  even  if  we  were  in  favor  of  the  policy. 
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Mr.  Norton.  I  quite  agree  with  you  there;  and  I  shall  be  glad  to 
submit  authorities  on  that  view  of  the  subject. 

Mr.  BiXLKLEY.  Yes.  Well,  if  there  are  no  further  questions^  the 
whole  series  of  hearings  on  this  subject  will  be  considered  at  an  end 

(The  bill  referred  to  by  Mr.  Norton  is  as  follows:) 

[H.  R.  12755,  63d  Cong.,  2d  sess.] 

A  BILL  For  the  establishment  of  a  Farm  Credil^T^ureau  in  the  Department  of  Agifeil' 
ture,  to  reduce  the  rate  of  interest  of  farm.;l4ortgages,  and  to  encoamge  agricaltsit 
and  the  ownership  of  farm  homes.  -*' 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  UwUH 
States  of  America  in  Congress  assembled.  That  there  is  hereby  establiflbed  in 
the  Department  of  Agriculture  a  bureau  to  be  known  as  the  Farm  Credk 
Bureau.  The  said  bureau  shall  be  in  charge  of  a  commissioner,  to  be  appolntiri 
by  the  President  of  the  United  States,  by  and  with  the  consult  of  tbe  fleMtt 
The  commissioner  shall  hold  office  for  a  term  of  ten  years,  and  shaU  be  remonl 
from  office  during  such  term  only  for  cause.  He  shall  receive  a  salary  of  |8jM 
per  annum.  The  commissioner  may  be  removed  from  office  by  the  Secretaiy  of 
Agriculture  for  violation  of  law  or  neglect  of  duty,  but  only  aft^  a  _ 
charge  duly  made,  of  which  he  shall  have  reasonable  notice,  and  then  only  i 
approval  in  writing  by  the  President  of  the  United  States. 

There  shall  also  be  in  said  bureau  a  chief  clerk  and  snch  otber  clerks,  agfod^ 
and  employees  as  are  provided  for  in  this  act,  or  as  may  be  hereafter  anthortad 
by  law  or  as  may  be  authorized  by  the  Farm  Credit  Board  hereinafter  piorlM 
for. 

Sec.  2.  That  the  said  commissioner  shall  appoint  a  chief  derk,  chief  ei- 
aminer,  and  a  treasurer  as  officers  of  the  bureau.  This  chief  clerk  ahaU  reoeNt 
a  salary  of  $5,000  per  year.  The  treasurer  sliall  receive  a  salary  of  %W0 
per  year,  and  each  sliall  give  bond  in  such  sum  and  terms  as  shall  be  ] 
by  the  board  hereinafter  provided  for.  The  commissioner  shall  engap 
employees  as  shall  be  necessary,  appoint  appraisers  and  admlnistratlTe 
of  the  bureau,  and  shall  have  charge  of  all  employees  and  conduct  of  the  boil- 
ness  of  the  bureau.  The  commissioner  shall  have  power  to  dismiss  any  of  aid 
officers,  and  is  hereby  authorized  to  incur  all  expenses  necessary  to  the  eflta^ 
lishment,  organization,  and  maintenance  of  the  said  bureau. 

In  the  absence  or  disability  of  the  commissioner  the  chief  clerk  shall  act  u 
deputy  commissioner,  and  during  the  time  he  so  acts  shall  perform  the  dotiet 
of  the  said  commissioner,  and  no  legal  action  shall  rest  upon  a  question  of  tbe 
authority  of  the  said  deputy  commissioner  to  perform  such  dutiea 

Sec.  3.  That  the  purpose  of  this  act  shall  be  to  loan  money  up<m  the  security 
of  farm  first  mortgages  direct  to  farmers,  to  farmers  through  tlie  fleeocr 
of  farm  credit  associations,  or  as  hereinafter  provided.  The  term  "farmer' 
for  the  puriJOse  of  this  act  shall  be  construed  to  mean  any  iierstui.  firm,  or  ri>r 
poratiou  engaged  exclusively  in  the  business  of  tilling  the  soli  and  nii^in? 
farm  products,  or  that  shall  hereafter  engage  in  the  sjiid  business. 

The  term  "farm  credit  association"  shall  be  construed  to  mejui  any  ashicit- 
tion  of  farmers  who  actually  reside  ui>on  and  operate  farms  orgiinized  ft>r  U» 
purpose  of  procuring  better  credit  facilities  with  which  to  conduct  the  busiocff 
of  raising  farm  produce,  and  which  shall  comply  with  regulations  prescribed  l? 
the  board  hereinafter  created. 

Sec.  4.  That  there  is  hereby  created  a  board  to  be  known  as  the  Farm  lYwIK 
Board,  hereinafter  referred  to  as  the  board.  Tl^is  board  shall  (^insist  of  tbe 
Secretary  of  the  Treasury,  the  Secretary  of  Agriculture,  and  the  P*»stina*ter 
General  of  the  United  States,  who  shall  act  without  additional  coni{ien!«iti<«. 
and  two  citizens  of  the  United  States,  who  are  farmers  within  the  QipanlBl 
of  this  act,  and  who  shall  fairly  represent  the  agricultural  interest  of  tfce 
different  sections  of  the  country.  The  said  farmers  shall  be  api>ointed  by  ihr 
President,  by  and  with  the  consent  of  the  Senate,  for  a  term  of  three  yrtt* 
Said  farmers  sha.l  receive  a  i>er  diem  of  $20  for  each  day  their  8*»rvlce?  *i» 
required  by  the  board,  together  with  their  actual  necessary  traveling  expenff* 
between  their  homes  and  the  place  where  tlie  board  may  convene. 

The  board  is  hereby  authorized  and  directed  to  prescribe  procedure.  re^niUi- 
tions,  and  forms,  not  otherwise  herein  pres^cribed.  and  to  pnnide,  if  at  my 
time  found  necessary,  for  the  establishment  of  branch  bureaus  In  each  «»f  ih? 
several  States  for  the  best  means  of  carrying  out  this  act. 


Digitized  by 


Google 


BUBAL  CBEDITS.  961 

be  Secretary  of  Agriculture  shall  be  presid^it  of  the  board.  Within  thirty 
8  after  appointment,  as  hereinbefore  provided,  of  the  commissicmer  and 
af  derk  of  the  bureau,  the  board  shall  meet  in  the  city  of  Washington, 
Met  of  Columbia,  at  a  place  designated  by  its  president,  and  perform  the 
tiefl  herein  provided,  and  sliall  hold  further  meetings  upon  the  call  of  its 
Kident  The  chief  derk  of  the  bureau  shall  be  secretary  of  the  board  with- 
:  additional  compensation.  The  secretary  of  the  board  shall  keep  a  record 
all  its  proceedings^  and  all  rules  and  regulations  which  shall  be  preserved 
the  archives  of  the  Department  of  Agriculture,  and  copies  thereof  shall  be 
Itanitt^  to  the  conmiissioner  ^f  the  bureau.  AJl  decisions  on  matters 
ling  befbie  the  board  shall  be  by  vote  of  the  majority,  each  member  having 
•  TOte^  and  three  members  present  Siiall  constitute  a  quorum  for  the  trans- 
jun  of  business. 

Iw).  5.  Tliat  the  commissioner  of  the  bureau  shall  receive  applications  for 
tm,  wipervise  collections,  keep  a  correct  registry  of  all  securities,  and,  by  his 
Betion,  all  disbursements  from  the  funds  of  the  bureau  necessary  to  carry 
.  this  act  shall  be  made.  He  shall  keep  correct  account  of  the  loans,  sales, 
iBtments,  receipts,  expenditures,  profit  and  loss,  and  make  a  r^>ort  of  these 
I  oUier  work  of  the  bureau  to  Congress  at  the  end  of  the  fiscal  year. 
Ik.  6.  That  the  commissioner,  chief  clerk,  and  the  treasurer  of  the  bureau 
lU  constitute  the  staff  of  the  bureau  before  which  all  applicants  for  loans 
ar  appear  personally  or  by  attorney,  and  present  additional  evidence  if  their 
jfllcation  shall  have  been  denied  in  whole  or  in  part.  The  decision  of  the 
Juity  of  the  said  staff  shall  be  final. 
tto,  7.  That  the  commissioner  of  the  bureau,  by  himself  or  his  agent,  duly 

Qted  for  such  purpose,  for  and  on  behalf  of  the  Government  of  the  United 

is  hereby  authorized  and  empowered  to  appear  in  any  United  States 

or  State,  Territory,  or  District  court  in  the  United  States  in  any  legal 

Anre  on  any  question  arising  from  the  making  or  collecting  of  loans,  sales, 
made  under  the  provisions  of  this  act.    The  said  commissioner  may 
ate,  under  regulations  prescribed  by  the  board,  any  farm  credit  or  finan- 
l^anociation  as  loan  agent,  but  farm  credit  nssodation  shall  be  preferred. 

,  8.  That  to  secure  money  for  the  purpose  of  making  the  loans,  as  herein 
and  for  the  carrying  out  of  the  provisions  of  this  act,  the  Secretary 
Treasury  is  hereby  authorized  and  directed  to  borrow  money  on  the 
VH  of  the  United  States,  ns  may  be  directed  and  under  the  terms  and  condi- 
It  prescribed  by  the  board,  and  from  time  to  time  he  shall,  as  may  be 
Hnrtod,  issue  registered  bonds  to  the  United  States,  which  shall  be  duly 
Ittersigned  by  the  Comptroller  of  the  Treasury.  If  so  directed  by  the  board 
^IftSd  Secretary  of  the  Treasury  shall  issue  registered  bonds  of  one  series  to 
Itm  the  bonds  of  another  series.  All  the  bonds  provided  by  this  act  shall 
1^  Interest  not  in  excess  of  three  and  one-half  per  centum  per  annum,  pay- 
I  semiannually,  and  shall  be  exempt  from  taxes  or  duties  of  the  United 
iHi^  as  well  as  from  taxation  in  any  form  by  or  under  State,  municipal,  or 
ft  authority.  The  bonds  issued  under  this  act  shall  be  Issued  for  a  term 
Mranty  years  and  with  the  privilege  of  paying  the  same  upon  the  date  of 
torlty  of  any  interest  payment  after  five  years.  The  bonds  so  issued  shall 
be  sold  at  less  than  par.  and  shall  be  of  such  maximum  and  minimum 
imlnations  and  terms  not  herein  provided  for  as  shall  appear  to  the  board 
More  tiie  best  market  among  all  the  citizens  of  the  United  States,  and  the 
ttorer  shall  give  notice  of  his  intention  to  issue  bonds,  and  shall  invite 
lb  the  public  generally  subscriptions  to  said  bonds.  If  the  amount  of  said 
icHptlons  shall  exceed  the  amount  of  bonds  to  be  issued,  he  shall  give 
Inrence  in  accepting  money  for  said  bonds  to  those  offered  in  the  smallest 
hjUltfl,  the  intention  being  to  give  as  wide  circulation  and  distribution  to 
I  bonds  throughout  the  country  as  possible :  Provided,  That  the  total  sum 
bepds  outstanding  shall  bear  as  close  relation  ns  possible  to  the  sum  of 
Iritles  and  accepted  applications  for  loans  held  by  the  bureau:  Provided, 
K  after  this  Act  shall  have  been  in  active  operation  for  one  year  said  board 
p  have  authority  to  reduce  the  rate  of  interest  chargec'  for  farm  loans 
pMfter  made,  and  so  also  reduce  the  rate  of  interer t  upon  the  bonds  herein 
Mded  for  thereafter  issued.  It  being  the  object  of  this  Act  to  pay  as  low 
Ite  of  Interest  upon  said  bonds  as  will  float  said  bonds  at  par  and  to  charge 
iQW  a  rate  of  interest  upon  the  farm  loans  herein  provided  for  as  will 

37031—14 61 


Digitized  by 


Google 


962  BUBAL  OBEDITS. 

bring  a  sufficient  revenue  to  pay  said  bonds,  the  interest  thereon,  and  expenaa 
connected  with  the  making  of  said  loans,  and  losses,  if  any,  incurred  therein. 

Sec.  9.  That  each  day  all  sums  of  money  procured  by  the  sale  of  bonds. 
together  with  all  receipts  of  the-  bureau,  shnll  be  covered  into  the  Treasury  <rf 
the  United  States,  and  it  shall  be  the  duty  of  the  Treasurer  of  the  United  Sutw 
to  keep  an  account  of  such  sums  in  his  charge,  and  they  shall  not  be  used  tot 
any  purpose  other  than  as  herein  provided.  With  the  exception  of  such  put 
of  this  fund  as  shall  be  required  to  pay  the  running  expenses  of  the  boreas. 
the  accrued  interest  on  outstanding  bonds,  and  the  amount  of  bonds  as  tbey 
may  mature,  the  fund  so  provided  shall  constitute  a  loan  fund  which  shall  be 
loaned  or  invested  with  as  little  delay  as  possible,  as  herein  provided. 

Seo.  10.  That  the  treasurer  of  the  bureau  is  l^ereby  authorized  to  draw  wir- 
rants,  which  shall  be  countersigned  by  the  commissioner,  against  the  said  lou 
fund,  and  the  said  treasurer  shall  keep  account  of  such  moneys  in  manuer  is 
shall  be  prescribed  by  the  commissioner,  and  all  accounts  of  the  bureau  shall  h 
audited  by  the  Auditor  for  the  Department  of  Agriculture  in  the  Departmat 
of  the  Treasury. 

Sec.  11.  That  the  bureau  shall  make  to  farmers  loans  on  farm  lands  locaiei 
in  any  of  the  States  in  the  Union  or  in  the  District  of  Columbia,  under  roles  aad 
regulations  made  by  the  board  and  in  accordance  with  the  provisions  bere&L 
Said  loans  shall  be  secured  by  first  mortgages  made  payable  to  the  bureau,  tad 
shall  bear  interest  at  the  rate  of  four  per  centum  per  annum,  payable  aimo- 
ally.  That  the  terms  of  every  loan  extending  for  more  than  five  years  sbill 
contain  a  mandatory  provision  for  its  amortization  or  reduction  by  annual  or 
semiannual  payments  on  account  of  the  principal,  and  the  terms  of  every  loan 
shall  provide  that  at  any  interest-due  date  the  mortgagor  or  his  grantee  shall 
have  the  right  to  pay  the  entire  loan  or  to  make  payment  of  $100  or  any  mnlti- 
pie  thereof  on  the  principal  thereof,  'and  upon  such  payment  being  made  the 
interest  on  the  amount  so  paid  shall  thereon  cease.  Said  mortgage  sh.-ill  pro- 
vide that  both  the  principal  and  interest  shall  draw  interest  at  the  rate  nf  «ix 
per  centum  per  annum  from  maturity. 

That  the  bureau  shall  make  loans  to  farmers  upon  farms  (first  mortgace9>. 
through  farm-credit  associations  or  designated  financial  associations  actios  as 
agents  of  the  bureau,  under  regulations  prescribed  by  the  board.  ni»on  tbc 
same  terms  as  prescribed  in  the  preceding  paragraph  of  this  section,  nnd  tbe 
commissioner  shall  pay  to  the  said  association  a  commission  annually  of  n-i 
in  excess  of  one-half  of  one  per  centum  on  said  loans:  ProtHdcft,  That  salt!  asss*- 
ciations  shall  become  security  for  all  mortgages  upon  which  loans  are  nia«lf 
through  them. 

Sec.  12.  That  no  person  shall  be  entitled  to  a  loan  of  money  fn>ui  iho  burwc 
until  he  has  made  application  therefor  under  oath  upon  blanks  to  bo  fiirnialwi 
by  the  bureau.  Such  application  can  be  sworn  to  before  any  i>orson  aiui>*- 
ized  to  administer  an  oath,  and  all  postmasters  and  their  deputies  in  th^  I'niral 
States  are  hereby  authorized  to  administer  oaths  to  applicants  makinj;  ai»pii* 
cation  for  loans  under  this  act,  and  to  administer  oaths  to  such  applicants  «r 
other  persons  to  any  other  affidavits  made  necessary  by  the  rules  and  reeo'j- 
tions  of  the  board.  Whenever  any  oath  is  administered  by  a  pc^stmaster  w 
deputy  postmaster  no  charge  shall  be  made  therefor.  No  i)er8ou  shall  be  ea- 
titled  to  a  loan  under  this  act  who  is  not  of  good  moral  character  and  wh«»  d«? 
not  establish  to  the  satisfaction  of  said  bureau  that  he  Is  honest  ;ind  bear*  i 
good  reputation  in  the  neighborhood  where  he  resides.  No  loan  shall  be  mn^ 
to  any  person  who  is  not  an  actual  resident  and  engiiged  in  tlu'  cultivation  *^f 
the  land  offered  as  security:  Provided,  That  where  the  appliv:  nt  for  the  Nias 
is  endeavoring  to  secure  the  money  for  the  purpose  of  building:  a  house  ui*w 
the  land,  or  for  the  purpose  of  making  part  payment  upon  the  purchase  pri^ 
thereof,  the  bureau  can  waive  the  stipulation  if  convinced  that  it  is  the  Intrt- 
tion  of  the  applicant  as  soon  as  possible  to  reside  upon  the  land  and  to  cnlt- 
vate  the  same,  the  Intention  of  this  act  being  to  provide  money  only  for  prt- 
sons  who  intend  to  reside  upon  and  cultivate  the  land  which  they  offer  »♦ 
security.  No  loans  shall  be  made  for  more  than  sixty  per  centum  of  the  valof 
of  the  land  offered  as  security,  and  only  for  one  or  more  of  the  followiac 
purposes : 

First.  To  make  practical  improvements  on  the  land  to  be  mortgaged. 

Second.  To  aid  in  increased  production  of  said  land. 

Third.  To  make  payment  of  the  part  of  the  purchase  money  of  tho  land  f* 
be  mortgaged,  or  to  pay  off  an  indebtedness  already  existing  against  said  land 
Provided,  That  fifty  per  centum  of  any  loan  may  be  used  for  the  purchnfr  <*f 
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Btock  and  farm  Implements.  No  lo^ans  shall  be  made  upon  the  security  of  a 
single  mortgage  for  an  amount  in  excess  of  $15,000  and  no  loan  shall  be  made 
for  less  than  $200,  and  loans  upon  single  mortgages  for  amounts  less  than 
$6,000  shall  receive  the  preference.  No  loans  shall  be  made  in  any  case  for  an 
amount  in  excess  of  sixty  per  centum  of  the  value  of  the  property  offered  as 
security. 

Sec.  13.  That  it  shall  be  the  duty  of  every  postmaster,  deputy  postmaster, 
or  other  employee  or  official  of  the  Government,  without  fee  or  pay  therefor,  to 
make  confidential  reports  to  said  bureau,  upon  request  therefor,  upon  anything 
pertaining  to  any  loan  and  upon  the  character  or  standing  of  any  applicant  or 
witness.  Such  postmaster,  deputy  postmaster,  or  other  officer  shall  also,  when 
requested  by  said  bureau,  appoint  appraisers  to  appraise  the  land  offered  for 
security  under  the  regulations  of  and  upon  the  blanks  furnished  by  said  bureau. 

Sec.  14.  That  any  person  applying  for  a  loan  shall  furnish  to  said  bureau  an 
abstract  of  title  to  the  land  ofl'ered  as  security  and  shall  pay  all  the  necessary 
expenses  connected  with  the  makin"^  of  said  loan.  Such  applicant  shall  furnish 
conveyance  for  the  appraisers  appointed  to  fix  a  value  upon  the  land  ofl'ered  for 
tbe  loan,  or  shall  pay  for  the  transportation  of  Siiid  appraisers  to  and  from  said 
land,  and  If  required  by  said  appraisers  he  shall  pay  a  fee  to  each  of  them,  not 
exceetUnp:  two  in  all,  which  fee  shall  be  ascertained  In  advance  and  fixed  by  the 
official  appointing  said  appraisers.  It  shall  be  the  duty  of  said  bureau  and  the 
officials  appointing  said  appraisers  to  select  efficient,  qualified,  and  unbiased  per- 
sons, but  at  the  same  time  to  regulate  any  fee  that  they  may  charge  for  such 
service  so  as  to  make  the  same  as  small  as  possible.  Such  appraisers  shall 
make  retuni  upon  blanks  provided  by  the  bureau,  and  shall  swear  to  the  same 
before  some  person  qualified  under  this  act  to  administer  an  oath. 

Sec.  15.  That  it  shall  be  the  duty  of  every  United  States  district  attorney  or 
deputy  district  attorney,  upon  request  from  said  bureau,  to  examine  the  abstract 
of  title  to  any  laud  ofl"ered  as  security  under  this  act,  and  to  make  return  thereof 
to  the  said  bureau.  It  shall  likewise  be  the  duty  of  any  district  attorney  or 
deputy  district  attorney,  when  requested  by  the  bureau,  to  foreclose  any  mort- 
gage taken  as  security  for  a  loan  under  this  act  and  to  prosecute  the  same  to 
final  judgment.  All  such  services  so  rendered  by  an  attorney  connected  with  the 
Department  of  Justice  shall  be  a  part  of  his  official  duty  and  shall  be  rendered 
without  pay,  but  said  bureau  shall  pay  in  all  cases  the  actual  expenses  of  any 
such  attorney  in  connection  with  such  litigation. 

Sec.  16.  That  it  shall  be  the  duty  of  any  post-office  inspector,  ITnited  States 
marshal,  deputy  United  States  marshal,  or  other  employee  or  Inspector  of  any 
other  department  when  engaged  in  official  business  in  the  vicinity  of  any  land 
mortgaged  to  said  bureau,  upon  request  of  said  bureau,  to  make  a  personal 
Inspection  of  the  same  and  to  report  thereon  to  said  bureau.  Such  inspection 
shall  be  made  without  charge,  but  said  bureau  shall  pay  the  actual  expenses. 
If  any,  made  necessary  thereby.  It  shall  likewise  be  the  duty  of  any  post- 
master, deputy  postmaster,  or  other  governmental  official  residing  or  doing 
business  in  the  vicinity  of  any  land  that  has  been  mortgaged  to  said  bureau, 
upon  request  of  said  bureau,  to  make  a  report  upon  said  loan  or  as  to  whether 
the  money  borrowed  upon  said  land  has  been  expended  or  Is  being  expended  in 
accordance  with  the  purposes  for  which  the  same  was  loane<l,  and  in  making 
any  loan  under  this  act  the  said  bureau  can  withhold,  undei:  such  rules  and 
repulafions  as  the  board  may  prescribe,  any  part  of  the  same  for  the  purpose 
of  insuring  the  application. of  said  loan  to  the  purposes  for  which  the  same  was 
made. 

Sec  17.  That  should  the  owner  of  any  land  mortgaged  to  said  bureau  fail 
or  neglect  to  pny  the  interest  thereon  at  or  before  the  time  when  the  same  is 
due,  or  permit  the  tnxos  on  the  land  to  become  delinquent,  or  neglect  or  refuse, 
without  the  consent  of  the  bureau,  to  apply  the  money  borrowed  in  accordance 
with  the  statements  made  in  the  application  for  the  loan,  or  if  he  has  made 
any  false  statement  as  to  the  material  matter  In  said  application,  or  if  he  neg- 
lects to  properly  care  for  the  improvements  on  said  land,  or  if  he  do  any  other 
act  that  materially  injures  the  value  of  the  security,  either  by  overt  act  or  by 
neglect  and  Inattention,  or  should  said  land.  >vlthout  the  consent  of  the  bureau, 
cease  to  be  farmed  and  cultivated,  then  the  said  bureau  shall  have  the  right  at 
its  election  and  without  notice  to  declai-e  the  entire  amount  secured  by  said 
mortgage  due  and  payable,  and  may  take  any  steps  necessary  for  the  fore- 
closure of  said  mortgage  and  the  collection  of  said  loan,  and  from  and  after  said 
election  so  made  by  the  bureau  the  amount  secured  by  said  mortgage  shall  bear 
Interest  at  the  rate  of  six  per  centum  per  annum. 
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That  in  making  any  payment  of  interest  or  payment  of  the  principal,  or  pa 
payment  of  the  same,  upon  any  loan  made  under  this  act  the  person  maJd^ 
such  payment  can  pay  the  same  to  any  postmaster  designated  by  said  brum 
and  such  postmaster  shall  immediately  notify  the  bureau  of  such  payment  a 
the  transmission  of  the  money  so  paid,  and  thereupon  credit  shall  be  giTen  i 
the  payment  of  such  money  as  of  the  date  the  same  was  paid  to  the  postnmi 
The  said  bureau  shall  notify  each  person  to  whom  a  loan  has  been  made  til 
the  post  office  where  payments  upon  this  loan  can  be  made.  The  boreto  ■ 
make  such  designation  by  general  circular  or  by  siiecific  notice  in  wridoftt 
can  designate  by  such  notice  a  post  office  within  a  county  or  oth^  district 
which  all  payments  within  such  district  can  be  made. 

Sec.  18.  That  the  bureau  shall  have  power  to  sue  and  to  be  sued,  to 
and  defend  In  any  court  of  law  or  equity  having  jurisdiction  of  the 
matter  in  litigation.    To  protect  any  loan  it  may  pay  the  taxes  or  any  c 
prior  lien  due  and  unpaid  against  the  land  securing  said  loan,  and  in  socfa 
the  amount  paid  in  liquidation  of  such  taxes  or  lien  shall  be  added  to 
become  a  part  of  its  mortgage  on  said  real  estate,  and  from  the  date  of 
payment  shall  bear  interest  at  the  rate  of  six  per  centum  per  annum.   Iti 
have  the  right  and  authority  to  purchase  at  sale  under  judgments  or  ~ 
of  court  rendered  in  foreclosure  proceedings  of  any  mortgage  it  owns  tbe  1 
so  mortgaged,  but  in  such  case  it  shall  not  bid  a  greater  amount  for  sodi  1 
at  such  sale  than  the  amount  due  in  such  proceedings,  together  with  cofltii 
expenses  expended  in  relation  to  said  loan.    In  cnse  the  bureau  obtains  I 
as  set  forth  in  this  section  to  any  real  estate,  it  shall  have  authority  to  sell 
same  at  such  price  as  may  be  for  the  best  interests  of  said  bureau  hi  theji 
ment  of  the  commissioner,  and  to  convey  title  to  the  purchaser  thereof  Iqr  i 
signed  and  acknowledged  by  the  commissioner.     In  making  such  sale  it  il 
be  authorized  to  make  a  return  mortgage  from  the  purchaser  for  part  sf 
purchase  price  thereof  in  accordance  with  the  provision  of  this  act. 

Sec.  19.  That  it  shall  be  unlawful  for  any  Senator,  Member  of  the 
Representatives,  or  any  other  official  of  the  Government  of  the  United 
to  use  or  attempt  to  use  political  or  any  other  influence  to  induce  said  1 
to  make  or  refuse  to  make  any  loan  or  loans.    Any  person  found  guilty  of 
conduct  in  this  section  prohibited  shall  be  deemed  guilty  of  a  misdemeanor 
upon  conviction  thereof  shall  be  fined  in  any  sum  not  exceeding  $2,000,  and 
addition  thereto  shall  be  removed  from  office. 

That  is  shall  bo  unlawful  for  any  official  of  any  State  or  any  officer  or 
ber  of  any  political  committee  to  use  or  attempt  to  use  any  i>olltical  or  ol 
Influence  to  induce  said  bureau  to  make  or  refuse  to  make  any  loan  or  1( 
Any   person   found  jyullty  of  the  conduct  in  this  section   prohibited  shall 
deemed  guilty  of  a  misdemeanor  and  upon  conviction   thereof  shall  be  " 
in  any  sum  not  -exceeding  $1,000  or  be  imprisoned  for  a  term  of  not  exceedlii 
one  year,  or  both  such  fines  and  imprisonment,  in  the  discretion  of  the  court. 

Sec.  20.  That  any  person  or  persons  who  shall  make  any  false  representati* 
to  said  bureau  in  connection  with  the  making  of  any  loan  or  in  connection  wift 
the  investigation  of  any  application  for  a  loan,  shall  be  guilty  of  a  felony,  arf 
upon  conviction  shall  be  fined  not  more  than  $5,000,  which  fine  shall  be  pii 
into  the  loan  fund,  or  shall  be  imprisoned  for  a  term  of  not  exceeding  lifl 
years,  or  shall  be  sentenced  to  both  such  fine  and  imprisonment,  in  the  di> 
cretion  of  the  court. 

Sec.  21.  That  there  is  hereby  appropriated  from  any  unexpended  balance  ii 
the  TroMsiny  of  the  United  States  the  sum  of  $100,000  for  the  purpose  of  canf 
ing  out  the  provisions  of  this  act  pertaining  to  preliminary  expenses  and  •■ 
ganizatlon. 

SUPPLEMENTAL  STATEMENT  OF  ABEL  ADY,   OF  KLAMATH 

FALLS,  OREQ. 

(The  following  statement  was  submitted  by  Mr.  Ady  and  ordeni 
incorporated  in  the  record :) 

Two  distinct  banking  features  are  required  to  meet  the  financial  needs^ 
the  American  fanners,  namely,  the  accumulation  and  control  of  local  capiw 
for  short-time  l(»ans,  and  a  method  of  concentrating  capital  into  the  rapl# 
developing  farm  districts  for  long-time  farm  loans. 

The  first  feature  requires  cooperative  farm  banks  with  a  minimom  amoDBl 
of  nnnitallzation,  and  with  a  limited  per  cent  of  shares  that  may  be  heldlfl 
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any  one  individual,  and  a  limit  to  one  vote  for  each  individual  shareholder,  and 
With  an  unlimited  amount  of  depositors  so  as  to  permit  farmers  to  control 
their  collective  capital  for  mutual  use  as  a  guard  against  control  of  such  capital 
by  money  lenders  through  the  medium  of  other  banks. 

Appropriate  provision  should  be  made  for  Federal  five-year  deposits  at  3  per 
cent,  and  equal  in  amount  to  all  State  five-year  deposits  at  4  per  cent,  being 
made  in  such  banks  in  order  to  start  the  same  in  localities  of  undeveloped 
country  where  money  is  scarce.  All  loans  to  be  subject  to  the  requirements  of 
the  Federal  banking  laws,  with  such  rules  and  regulations  as  may  be  mutually 
approved  by  the  Secretary  of  the  Interior,  the  State  comptroller,  and  the  board 
of  directors  of  the  cooperative  bank ;  and  the  loans  confined  to  less  than  three 
years  in  time. 

The  second  feature  may  be  met  by  providing  national  farm-land  banks,  one 
in  each  State,  or  convenient  group  of  States,  with  the  right  to  sell  the  stock 
to  cooperative  farmers'  banks.  To  issue  and  sell  bonds  to  the  limit  of  the  face 
value  of  such  farm  mortgages  (as  it  shall  from  time  to  time  receive)  which 
bond  issue  shall  be  limited  to  15  times  the  bank's  capitalization;  and  to  assign 
bond  mortgages  to  other  national  farm-land  banks  for  issuance  of  bonds  thereon 
after  its  own  bond  issue  has  reached  the  limit  of  14  times  its  own  capitaliza- 
tion. This  transfer  of  mortgages  from  one  bank  to  another  is  to  serve  as  a 
means  of  drawing  capital  from  developed  farm  localities  where  it  is  not  needed 
to  undeveloped  localities  where  the  capital  is  needed;  this  banking  system  of 
balancing  supply  and  demand  being  the  especial  use  for  the  national  farm-land 
bank.  Appraisements  should  be  made  jointly  by  a  Federal  fiduciary  agent,  a 
representative  of  the  State  comptroller,  and  a  representntive  of  a  local  cooper- 
ative farmers'  bank.  The  latter  having  knowledge  of  local  land  conditions  that 
would  prevent  a  borrower  from  taking  advantage  of  special  conditions  and 
favorable  seasons,  and  thereby  showing  to  a  stranger  $100  land  that  might  not 
be  worth  $100  under  ordinary  conditions. 

Provisions  should  permit  local  cooperative  farmers'  banks  to  gunrantee  col- 
lection and  divide  equally  with  the  national  farm-land  bank  the  difference  be- 
tween the  rate  of  Interest  on  the  bond  issues  and  the  rate  of  interest  on  farm 
mortgages.  As  collections  must  be  taken  care  of  locally,  the  farmers  could 
best  take  care  of  collections  of  mortgages  and  interest  on  the  same  and  the 
national  f;)rm-land  bank  take  care  of  the  sale  of  the  bonds  and  payment 
of  principal  and  interest  on  same. 

The  necessity  of  getting  "back  to  the  farm,"  is  admitted.  The  control  of 
capital  by  classes  of  men,  chiefly  In  sympathy  with  the  development  of  corpo- 
rations and  millionaires  has  driven  our  farmers  to  the  cities,  and  there  Is  no 
way  of  getting  them  "  back  to  the  farm,"  or  of  leaving  them  the  possibility  of 
remaining  on  the  farm,  except  with  the  use  of  capital. 

With  all  due  respect  to  some  of  the  glowing  descriptions  given  of  monuments 
earned  by  money  lenders,  under  past  methods  of  farm  loans,  I  assure  you  that 
few  of  our  Western  farmers  have  succeeded  in  paying  the  required  rates  of 
interest  and  had  money  enough  left  to  secure  a  monument  for  the  borrower. 

SUPPLEMENTAL  STATEMENT  OF  HERBERT  MYRICK,  PRESIDENT 
OF  THE  ORANGE  JTIDD  CO.,  SPRINGFIELD,  MASS. 

(The  following  was  submitted  by  Mr.  Myrick  and  ordered  incor- 
porated in  the  record:) 

{An  epitome  tentatively  drafted  by  Herbert  Myrick,  Mar.  6,  1914,  after  testifyini?  before 
Joint  subcommittees  on  rural  credits  of  United  States  Senate  and  House,  and  after 
reviewing  all  the  evidence.] 

1.  Nntionnl  farm  finance  act:  Ttiis  title  is  conipreliensive,  dignified,  business- 
like, expressive,  self-reliant,  inspires  confidence,  is  uniquely  American.  Do  not 
use  the  term  "  rural  credits,"  which  suggests  laclc  of  assets,  unthrifty  borrow- 
ing, pauperism. 

2.  One  comprehensive  measure  in  two  parts:  Part  1.  National  rural  banks 
for  personal  credits:  part  2,  National  farm-land  banks  for  mortgage  credits. 

An  American  method  adapted  to  the  i>eople,  needs,  conditions,  customs,  habits, 
und  institutions  throughout  rural  America. 

3.  One  Federal  system  enabling  (a)  national  banks  under  existing  law,  the 
proposed  (5)  rural  banks,  and  (c)  farm-land  banks  to  compete  in  supplying  tlw 
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needs  of  agriculture  and  rural  industry;  also  to  cooperate  in  so  doing  through 
the  (d)  Federal  reserve  banks. 

Both  types,  rural  and  form  land,  are  administered  by  the  Treasury  Depan- 
ment,  under  the  Comptroller  of  the  Currency,  through  a  deputy  comptroller  of 
rural  banks  and  a  deputy  comptroller  of  farm-land  banks.  In  fundanienuli. 
subject  to  Federal  Reserve  Board.  No  new  bureaus,  no  unnecessary-  expenK. 
no  untried  methods,  no  needless  red  tape.  The  same  governmental  supervisiuiL 
examination,  and  control  that  applies  to  national  and  Federal  reserve  bank& 

Pabt  1 — National  rural  banks. 

4.  How  formed :  Ten  or  more  natural  persons  may  organize  a  national  runl 
bank  with  not  less  than  $2,000  paid-up  capital,  in  shares  of  a  par  value  of  15 
each,  double  liability  same  as  for  national-bank  stock.  Only  one  vote  for  Mcb 
member ;  no  proxies.  Not  to  exceed  20  per  cent  of  the  stock  may  be  held  by 
one  person.  Interest  on  capital  not  to  exceed  legal  rate  in  its  State;  fortlKr 
earnings  available  for  distribution  may  be  apportioned  as  dividends  on  patroD- 
age,  nonmembers  receiving  only  half  the  dividend  paid  to  members. 

5.  Business :  Transacts  all  kinds  of  banking  business,  but  only  with  its  mem- 
bers, until  its  paid-up  capital  stock  shall  be  $25,000,  when  it  shall  become  eod- 
tied  to  all  duties  and  privileges  of  a  full-fledged  national  bank,  including  mem- 
bership in  its  Federal  reserve  bank. 

These  are  to  be  the  little  local  thrift  banks  for  rural  savings  and  petty  per- 
sonal loans.  Through  the  rural  bank*s  indirect  connection  with  the  Fedenl 
reserve  bank,  the  benefits  of  the  reserve  system  are  brought  within  reacb  <rf 
each  farmer  or  rural  resident.  The  rural  bank  may  negotiate  mortgages  on  tlie 
farms  of  its  members  as  agent  for  the  farm-land  bank. 

But  the  rural  bank  does  not  tie  up  any  of  its  current  funds  in  pennanent 
mortgages.  Thus  the  rural  bank  safely  supplies  each  farmer's  needs  for  sit- 
ings,  deposits,  and  personal  loans,  and  assists  him  in  getting  a  mortgage  lota. 
Many  small  State  banks,  having  $5,000  capital  or  so,  probably  will  be  reorsu- 
ized  as  national  rural  banks.  Federal,  postal  savings,  and  other  public  fandf 
may  be  deposited  in  the  rural  bank. 

6.  May  own  a  national  bank:  Not  less  than  5  nor  more  than  10  rural  banki 
may  Invest  not  more  than  50  per  cent  of  their  capital  in  shares  of  a  regoUr 
joint-stock  national  bank  having  not  less  than  $25,000  capital  and  belnir  a 
member  of  its  Federal  reserve  bank.  Such  rural  banks  must  own  collectively 
at  least  60  per  cent  of  said  stock,  so  as  to  control ;  balance  may  be  owneil  by 
natural  persons. 

7.  Rediscount  privileges;  Such  national  bank  so  owned,  or  any  other  national 
bank,  may  rediscount  for  a  rural  bank  good  notes  Siiid  rural  bank  receives  in 
due  course  of  business  from  its  members,  but  only  when  the  notes  are  indorsed 
by  said  rural  bank.  Such  prime  paper,  when  indorsed  by  said  national  bank. 
shall  be  entitled  to  rediscount  by  it  at  its  Federal  reserve  bank. 

This  converts  the  farmers'  short-time  or  seasonal  notes  into  three-name  iwper. 
secured  by  the  collective  assets  of  the  rural  bank  and  indorsed  by  the  nationa! 
bank.  If  existing  nationals  do  not  take  reasonable  care  of  imper  for  the  rural 
banks,  then  the  rurals  may  collectively  acquire  a  controlling  interest  In  a 
national  bank  of  their  own,  thus  insuring  their  connection  with  the  Federal 
reserve. 

GENEBAL   PROVISIONS. 

8.  Depositaries:  Any  national  rural  bank,  or  any  national  farm-land  hank, 
shall  be  a  legal  depositary  for  Federal  postal  savings,  or  other  public  ftmds. 
or  for  the  funds  of  courts,  trustees,  corporations,  or  indi\iduals  respon^iW* 
to  Federal  law;  State  law  to  coincide. 

The  act  of  each  State  legislature  pertaining  to  the  national  farm-land  bank 
for  that  State  shall  likewise  make  said  bank  a  legal  depositary  for  Stnte 
county,  city,  township,  or  public  funds,  or  trust  funds  under  the  laws  of  tliit 
State.  Said  State  law  shall  also  coincide  with  the  Federal  act  with  rwpert 
to  sections  9  and  10  following: 

9.  Land  bank  bonds  legal  investment  for  Federal,  postal  savings,  or  «^ber 
public  funds,  or  for  the  funds  of  courts,  trustees,  corporations,  or  individoili 
responsible  to  Federal  law ;  State  law  to  coincide. 

10.  Taxation :  The  shares  and  funds  of  national  rural  banks  shall  be  subject 
to  the  same  taxation  as  national  banks.  But  the  shares  of  fiinu-land  baiik& 
their  bonds,  mortgage  notes,  and  mortgages,  also  the  income  therefrom.  abiB 
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be  free  from  any  and  all  taxation  whatsoever ;  and  this  shall  be  confirmed  by 
State  law. 

11.  Penalties  for  malfeasance  same  as  for  national  banks. 

12.  An  appropriation  sufficient  for  these  purposes:  (o)  for  deputy  comp- 
troller of  national  rural  banks  to  employ  agents  to  go  out  and  organize  rural 
banks  where  requested,  to  see  that  they  start  right,  and  to  supervise  them 
thereafter;  (ft)  for  deputy  comptroller  of  farm-land  banks  to  do  likewise;  (c) 
to  defray  all  organizing  expenses  of  both  kinds  of  banks. 

Part  2. — National  famv-land  tanks  for  mortgage  credits. 

13.  One  State  shall  be  the  unit  of  territory  for  each  national  farm-land  bank ; 
Federal  reserve  board  may  authorize  more  in  any  State  if  it  thinks  same  es- 
sential to  the  public  welfare. 

14.  Capital  stock  to  begin  with  at  least  $500,000,  increasing  as  desired ;  shares 
$100  par  value,  double  liability. 

15.  Each  mraoiber  shall  have  but  one  vote  irrespective  of  number  of  shares 
owned,  no  proxies.  Not  over  5  per  cent  of  the  stock  may  be  owned  by  any  one 
member,  except  the  State  or  any  political  subdivision  thereof. 

16.  Members  (shareholders)  may  be  (c)  natural  persons,  (ft)  the  State  or 
any  political  subdivision  thereof,  or  (c)  corporations,  but  (ft)  and  (c)  must 
register  their  representative,  by  whom  alone  may  they  act  or  vote.  Borrowers 
on  mortgage  shall  be  divided  into  suitable  groups,  each  group  to  have  one 
voting  member. 

The  foregoing  insures  at  least  one  strong  mortgage  bank  in  each  State 
under  national  law.  It  will  be  able  to  powerfully  influence  mortgage  rates 
and  terms  throughout  the  State,  thus  controlling  the  situation  for  borrowrs  and 
lenders,  while  stimulating  competition  throughout  the  mortgage  business,  all 
under  Federal  supervision.  Its  utility  and  service  will  be  to  mortgage  finance 
in  its  State  what  the  Federal  reserve  bank  Is  to  commercial  banking  for  its 
reserve  district. 

Each  member  of  the  farm-land  bank  having  but  one  vote,  and  the  shares 
being  widely  scattered,  no  one  Interest  can  control.  The  State  may  be  a  share- 
holder, and  thus  exercise  its  oversight. 

17.  Dividends  on  capital  may  be  paid  out  of  earnings  up  to  6  per  cent,  which 
may  increase  to  7  per  cent  when  surplus  (called  "land  reserve")  reaches  25 
per  cent  of  capital,  and  may  not  exceed  8  per  cent  after  land  reserve  reaches 
50  per  cent  of  capital. 

This  compares  with  6  per  cent  dividends  permitted  to  the  shares  in  the  Fed- 
em  1  reserve  banks.  The  farm-land  bnnk  being  relatively  a  new  Institution 
and  its  captlal  stock  guaranteeing  its  bonds,  the  return  thereon  may  be  7  or 
8  per  cent  if  success  warrants.  These  provisions,  nnd  the  next  paragraph. 
Insure  that  the  necessary  capital  will  be  subscribed  forthwith,  perhaps  at  a 
premium  over  par,  such  premium  to  go  Into  the  land  reserve. 

18.  Any  share  may  be  called  in  and  retired  at  its  market  price  not  exceeding 
$200  per  share  out  of  the  earnings  in  excess  of  the  required  land  reserve,  pro- 
vided that  combined  capital  and  land  reserve  always  shall  be  not  less  than  5 
per  cent  of  its  mortgage  bonds  outstanding. 

19.  Land  reserve:  Thus  eventually  the  capital  stock  may  be  all  retired,  its 
place  being  taken  by  the  accumulated  land  reserve.  Thereafter,  as  no  Interest 
will  have  to  be  paid  on  shares,  all  the  earnings  will  be  available  for  additions 
to  the  land  reserve,  or  for  premiums  to  borrowers  and  bondholders. 

20.  Profit-sharing  premiums:  Earnings  in  excess  of  Interest  on  capital  and 
in  excess  of  desired  additions  to  the  required  land  reserve  shall  be  apportioned 
three  fourths  to  borrowers  and  one-fourth  to  bondholders,  being  due  and  payable 
as  a  profit-sharing  premium  when  a  mortgage  or  bond  is  paid  off. 

At  the  end  of,  say,  20  years,  such  premium  accruing  to  the  borrower  may 
amount  to  as  much  as  10  or  12  i}er  cent  upon  his  mortgage  and  will  corre- 
spondingly reduce  the  principal  to  be  paid  and  shorten  the  time  of  liquidating. 
The  premium  payable  to  the  bondholder  may  be  as  much  as  3^  or  4  per  cent 
within  the  same  period  and  will  be  a  powerful  incentive  to  Investors  to  buy 
national  land-bank  bonds  and  to  hold  them  to  maturity.  This  will  create  a 
fine  market  for  the  bonds,  insuring  their  stability  and  availability. 

21.  Organization :  When  the  Federal  Reserve  Board  finds  that  the  laws  of 
any  State  afford  reasonable  protection  to  mortgagors  and  mortgagees  and 
comply  with  the  requirements  in  sections  8,  9,  10  hereof,  it  shall  appoint  an 
organizing  agent  for  that  State,  shall  invite  the  governor  to  appoint  another, 
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and  these  two  shall  select  a  thli*d.  This  committee  shall  proceed  to  organtw 
the  farm-land  bank,  offering  the  stock  at  public  or  private  sale  for  not  Ifw 
than  par,  and  shall  call  the  first  meeting  of  members  to  adopt  by-laws  and  t.» 
elect  a  board  of  not  less  than  9  nor  more  than  15  trustees,  suitably  representa- 
tive of  the  various  sections  and  interests  of  the  members.  The  trustees  slwll 
choose  the  oflicers  by  whom  the  bank  shall  be  administered. 

This  insures  that  each  national  farm-land  bank  shall  be  owned,  officered,  tmi 
conducted  in  harmony  with  its  purpose — to  loan  money  as  cheaply  as  iHjsFfblf 
on  farm  mortgages  upon  easy  but  rigid  terms  of  gradual  repayment,  insiead 
of  being  run  for  big  returns  on  its  shares. 

22.  Standard  rules,  application  blanks,  and  mortgage  forms  shall  be  adopreii 
by  the  farm-land  bank.  Any  mortgage  offered  that  complies  therewith  may  be 
accepted,  being  paid  for  in  cash  or  in  said  farm-land  bank's  national  land  bank 
bonds. 

Any  Individual,  any  rural  national  bank,  any  other  bank  or  corporation  may 
offer  a  mortgage  or  mortgages  to  the  farm-land  bank,  which  may  accept  tiif 
same  if  found  satisfactory.  Therefore  all  existing  agencies  in  the  farm- 
mortgage  business  may  compete  in  serving  the  farmer,  under  regulations  as  to 
rates  and  terms  established  by  the  farm-land  bank.  And  the  borrowers  thw 
cooperate  through  the  farm-land  bank  so  to  control  the  situation  as  to  »« 
money  at  rates  and  terms  reasonably  attractive  and  absolutely  safe  to  hitli 
lenders  and  borrowers. 

23.  The  rate  of  interest  charged  borrowers  on  mortgage  by  the  farm-land 
bank  shall  not  exceed  by  more  than  one  point,  or  1  per  cent,  the  interest  pnar- 
anteed  upon  the  national  land-bank  bonds  tn  the  series  secured  thereby. 

For  instance,  if  the  national  farm-land  bank  of  New  York  can  sell  at  r*»r  i^f 
national  land-bank  bonds  bearing  4  per  cent,  then  the  interest  char$x>d  th* 
borrower  shall  not  exceed  5  per  cent  and  maybe  less.  The  rate  will  fluctuate 
slightly  from  year  to  year,  as  is  the  case  with  Federal  or  State  bonds,  accord- 
ing to  conditions  of  the  money  markets  and  of  the  offering. 

24.  Loans  shall  be  only  upon  first  mortgage  on  real  estate  within  said  Stite 
at  not  to  exceed  50  per  cent  of  the  appraised  value  of  Improved  lands  and 
buildings  thereon,  or  not  to  exceed  40  per  cent  upon  unimproved  land.  Ap- 
praisal must  be  made  by  or  subject  to  approval  of  the  farm-land  bank.  The 
borrower  shall  pay  an  annuity  to  include  interest,  installment  upon  priucipil 
(amortization  sufficient  to  liquidate  loan  within  n  specified  period),  ami  con- 
tribution toward  expenses  of  bank.  The  profit-sharing  premium  aciTuinp  ni^vi 
each  loan  shall  be  credited  upon  the  principal  thereof,  to  be  paid  only  wb« 
(with  the  last  payment  upon  principal)  the  mortgage  Is  liquidated  in  full. 
Ijoans  may  run  for  less  than  five  years,  but  bonds  may  be  issueil  only  n\*^ 
mortgages  having  not  less  than  5  nor  more  than  35  years  to  run.  B«»rr«»w«»r« 
shall  not  be  required  to  pay  more  than  the  agreed-upon  amortisation,  but  shall 
have  the  right  to  pay  off  in  larger  installments  or  in  whole  at  any  interest  dnt<». 
In  such  case  the  profit-sharing  dividend  accrued  upon  such  loan,  or  nfion  th** 
bonds  secured  thereby,  shall  become  due,  being  payable  uiK>n  surrender  «'f  tbf 
papers. 

25.  Bonds:  For  each  ,$100  of  mortgage  loans  made  by  it.  a  farm-land  Imnk 
may  issue  its  national  land-bank  bonds  to  not  exceeding  an  equal  anminit.  V* 
aggregate  bonds  outstanding  shall  never  exceed  20  times  the  total  of  its.r-iptts. 
stock  and  land  reserve  combined.  Bonds  shall  be  issued  in  series  of  sjiei'lft'* 
maturities,  but  upon  due  notice  shall  be  callable  for  retirement  at  par.  p!»i« 
any  profit-sharing  premiums  accrued  thereon. 

This  last  clause  enables  bonds  to  be  retired  out  of  the  income  from  an»i'ni- 
zation  upon  the  mortgages  securing  said  bonds.  The  bonds  outstanding  alwny* 
have  back  of  them  100  per  cent  security  in  the  form  of  gilt-edge  m«>rte^«r« 
and  guaranteed  by  the  capital  and  land  reserve  of  the  issuing  bank. 

26.  Federal  cotrustee:  The  Federal  Reserve  Board  shall  appoint  a  Ke.l«»n» 
cotrustee  for  each  farm-land  bank  to  represent  the  Government  and  the  N'wl 
holders  in  the  joint  possession  and  control  of  the  hank's  mortflaipm  whk* 
secure  its  outstanding  bonds.  The  Federal  cotrustee  shall  8u^)ervifie  the  appli- 
cation of  all  receipts  to  their  appropriate  accounts  and  shall  verify  that  at 
all  times  the  bonds  outstanding  do  not  exceed  the  mortgaged  secnrlty  heM 
against  them,  and  do  not  in  any  other  way  violate  any  provisions  of  low. 

This  guarantees  that  the  Government  at  all  times  shall  see  to  It  that  mdi 
farm-land  bank  is  honestly  run  in  behalf  of  all  parties  in  interest.  Thmnfh 
its  Federal  cotrustee  the  Govenmient  may  supervise  each  transaction.  The 
Federal  cotrustee  is  analogous  to  the  class  C  directora  of  each  Federal  reserre 
bank,  who  also  are  designated  by  the  Federal  Reserve  Board. 
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LETTER  OF  FEEDEEICK  H.  ALLEN,  NEW  YOEK,  N.  Y. 

The  following  communication,  addressed  to  the  chairman  of  the 
Committee  on  Banking  and  Currency  of  the  House  of  Bepresenta- 
tives,  was  directed  to  be  incorporated  in  the  record : 

New  Yobk,  March  4,  19H. 
Hon.  Cabteb  Glass, 

Chairman  Committee  on  Banking  and  Currency, 

House  of  Representatives,  Washington,  D.  C, 

Deab  Sib:  As  a  member  of  the  permanent  American  commission  which  in- 
vested agricultural  conditions  in  Europe  last  summer  I  desire  to  make  a  state- 
ment with  reference  to  the  proposed  bill  to  establish  a  national  farm-land  bank 
system. 

The  first  and  one  of  the  most  important  features  is  that  such  banks  can  be 
incorporated  with  a  capital  stock  of  $10,000.  As  I  view  it,  one  of  the  objects  of 
the  bill  is  to  enable  farmers  to  secure  loans  upon  their  farms  at  a  cheaper  rate 
of  interest  than,  they  are  now  able  to  do,  in  order  thereby  to  cut  down  one  of 
the  expenses  of  production,  and  I  feel  that  no  bank  without  quite  a  considerable 
capital,  which  could  thereby  secure  an  expert  management,  could  sell  the  deben- 
tures in  the  markets  where  money  is  cheapest;  that  is  to  say,  in  the  Elastem 
States.  The  capital  should  be  sufficiently  large  to  make  its  guaranty  of  value, 
because  of  the  size  of  the  fund  behind  the  debentures  and  because  of  the  reputa- 
tion of  the  men  who  manage  it.  Either  this  or  that  they  E^ould  have  simply  a 
nominal  capital,  such  as  is  the  case  with  the  building  and  loan  associations, 
and  be  distinctly  associations  of  borrowers.  I  fear  that  the  creation  of  a  lot 
of  little  banks  might  lead  to  such  inexpert  management  that  the  failure  of  a 
number  of  them  might  discredit  the  whole  idea.  Think  for  one  moment  of  a 
bank  having  $10,000  capital  which  would  be  able  to  issue  debentures  to  15  times 
the  amount  of  that  capital.  Granting  that  the  $10,000  could  make  6  per  cent, 
that  is  $600,  and  that  it  was  able  to  issue  the  full  amount  of  debentures  allowed, 
viz,  $150,000.  Upon  this  it  can  make  an  administration  charge  of  1  per  cent, 
$1,500.  As,  under  the  bill,  deposits  are  allowed  up  to  50  per  cent  of  the  capital 
and  surplus,  the  deposits  in  this  case  could  be  $5,000.  Suppose  it  could  make 
4  per  cent  on  its  deposits,  which  would  be  very  liberal,  this  would  amount  to 
$200,  and  as  under  section  41  it  can  receive  up  to  50  per  cent  of  its  capital  and 
surplus  in  Government  deposits,  it  might  make  a  further  profit  of  $200  on  these. 
Thus  we  have  a  total  of  possible  earnings  of  $2,500.  Out  of  this  would  first 
have  to  come  the  expenses,  which  would  certainly  include  some  kind  of  office; 
the  expenses  of  the  appraisement  committee;  the  expenses  of  the  company's 
lawyer  for  passing  on  the  titles;  the  expenses  of  the  fiscal  agent,  which,  as 
provided  by  the  bill,  shall  be  paid  by  the  bank;  the  expenses  of  a  bookkeeper 
and  treasurer ;  possible  expenses  on  account  of  losses,  etc. ;  and  incidentals  such 
as  printing,  postage,  etc.  Moreover,  out  of  the  fund  would  have  to  come  any 
moneys  to  be  set  aside  for  reserve  and  an  accumulated  surplus,  so  that,  to  my 
mind,  it  is  impossible  for  any  such  small  banks  to  operate  with  success. 

Should,  however,  the  small  bank  be  permitted,  the  area  of  its  operations 
should  be  restricted  to  a  county  or  magisterial  district,  or  some  comparatively 
small  area,  so  that  their  loans  could  only  be  made  where  the  appraisement  com- 
mittee could  have  some  idea  of  real  values  (the  area  might  be  computed  in 
accordance  with  the  density  of  population).  Further,  sbould  the  plan  of  small 
banks  be  adopted,  it  would  seem  to  me  that  it  should  only  be  done  with  the 
proviso  that  a  certain  minimum  number  should  be  established  in  any  one 
State,  and  that  they  should  be  required  to  subscribe  a  certain  amount  of  their 
capital  and  surplus  for  the  formation  of  a  State  farm  land  bank,  which  should 
have  large  enough  capital  to  make  its  bonds  salable. 

The  plan  of  small  banks  has  been  adopted  in  Europe  in  the  case  of  banks 
formed  for  short-term  loans,  but  in  the  case  of  banks  formed  for  long-term 
mortgage  loans,  the  European  experience  has  led  to  the  creation  of  large  banks. 
For  instance,  the  Credit  Fonder  in  France  has  a  capital  of  225,000,000  francs 
and  operates  over  the  whole  of  that  country.  In  Germany  the  land-mortgage 
banks  are  all  of  very  considerable  size.  *There  are  23  of  the  landschaften, 
each  one  restricted  to  some  political  subdivision  of  the  Empire,  and  all  of 
them  of  good  size.  The  total  loans  of  the  landschaften  amount  to  £170,000,000. 
Besides  these  there  are  a  number  of  joint-stock  mortgage  banks  for  long-time 
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loans,  but  these  loan  more  particularly  on  city  property.  In  Italy  and  Spain 
the  land-mortgage  banks  are  also  powerful  institutions,  so  that  EuropeftD 
experience  would  seem  to  discredit  the  idea  of  small  land-mortgage  banks. 

Section  16,  specific  powers. — I  do  not  believe  in  the  idea  that  such  banti 
should  accept  and  pay  interest  on  deposits,  even  if  the  amount  be  restricted 
because  the  principle  of  a  bank  of  deposit  is  to  have  its  loans  in  sach  a  condi- 
tion that  it  may  quickly  liquidate  them  to  pay  its  depositors,  and  the  iden 
of  a  land-mortgage  bank  is  to  make  loans  which  can  not  be  recalled  quicklf. 
Moreover,  when  a  bank  is  allowed  to  receive  deposits  the  tendency  is  for  the 
managers  to  pay  more  attention  to  this  feature  of  the  business  than  to  the  ques- 
tion of  long-time  loans.  I  might  cite  as  an  example  of  this  the  United  States 
Mortgage  &  Trust  Co.,  of  tliis  State. 

Specific  powers,  No,  S, — Provision  should  be  made  for  maintenance  of  ib- 
property,  with  power  to  demand  partial  repayment  in  case  of  deproriati«'n. 
This  matter  Is  referred  to  later  on. 

Paragraph  (c)  penalty. — Whoever  shall  knowingly  issue,  in  behalf  of  su»ii 
mortgage  banks,  bonds  in  excess  of  cover  shall  be  punished  by  fine  and  im- 
prisonment. 

Paragraph  (c). — After  the  words  "collateral  trust  bonds"  insert  the  word"* 
"  in  denominations  of  $100,  $500,  and  $1,000.'' 

Section  16,  paragraph  (d),  specific  limitations. — ^As  I  view  it,  20  i>er  i^nt 
paid-in  capital  and  surplus  is  too  much ;  10  per  cent  would  be  enough. 

Section  17. — I  should  add  to  the  last  clause,  "except  with  the  cons.'nt  cf 
the  commissioner."  (Sometimes  some  parts  of  the  country  have  known  ei- 
tended  periods  of  drought  which  might  force  the  bank  to  dispose  of  pri>j»crtT 
at  a  loss  if  they  were  compelled  to  do  so  within  five  years.) 

If  the  principle  of  a  State  farm-land  bank  is  adopted  in  connection  with 
the  small  banks,  the  duties  of  the  Federal  fiduciary  agent  could  be  perfnnu»M 
by  the  State  bank  without  the  expenses  connected  with  such  agent.  whi<h 
would  be  heavy  upon  the  small  bank.  Mortgages  made  by  the  small  li;ink 
could  be  deposited  with  the  State  bank,  which  could  either  guarantee  rh^* 
debentures  of  the  small  bank  or  issue  its  own  debentures  upon  the  s^cnriry 
deposited  with  it.  It  would  certainly  be  only  the  debentures  of  the  Stnt'e 
bank  that  could  have  any  extended  market. 

If,  however,  the  idea  of  the  agent  be  adopted,  I  would  call  your  attention 
to  paragraph  1  of  section  19,  that  no  national-bank  bond  issued  without  hi* 
signature  shall  be  binding  upon  said  bank.  Many  innocent  purch.isers  iii[:;L: 
buy  these  bonds  without  being  aware  of  this  provision  in  the  law,  ami  in  -l.^ 
case  of  a  bank,  which  was  operated  dishonestly,  they  would  have  no  re^inr^ 
against  the  bank,  so  that  a  clause  should  be  put  in  making  it  a  criuiin.'.: 
offense  against  the  officers  of  the  bank  to  issue  these  bonds  without  the  siL'n;  - 
ture  of  the  agent  in  ord(»r  to  have  protection  for  the  buyers. 

Clause  3. — There  should  be  a  penalty  clause  against  the  bank  officers  niMk:i:j 
entries  without  securing  the  approval  of  the  agent  in  writing. 

Section  30. — There  is  no  provision  for  the  election  of  a  treasurer.  It  sh« •".:•! 
be  provided  that  whoever  acts  in  this  capacity  should  give  a  bond. 

Section  3/f,  paragraph  1,  privileges. — I  do  not  believe  in  the  deposit  of  |«>>:  ■ 
savings  funds  In  such  banks.  It  is  enough  that  these  funds  can  be  us^^l  t.»  i-nr 
chase  the  bonds  of  such  banks. 

Section  39,  appraisement  committee. — It  should  be  provided  that  an  ar»pr:\!<*^ 
ment  Of  the  property  should  be  secured,  not  only  by  the  committee,  but  l»y  .nt 
least  one  freeholder  living  in  the  neighborhood  of  the  applicant  for  a  lo;iii.  n-ni 
qualified  to  know  the  value  of  the  property,  and  the  committee  should  tak»»  inT- 
consideration  the  salable  value  and  character  of  the  land  and  the  revenn** 
derived  therefrom.  The  appraisal  shall  be  open  to  the  lnsi>ection  of  any 
stockholder. 

Section  Jt2. — Provision  should  be  made,  in  case  the  borrower  fails  to  pay  th*? 
premiums  on  insurance  policies,  that  the  bank  may  call  for  the  entir»»  l^an 
within  three  months  after  failure  to  pay.  Provision  should  also  be  ma«le  tlwt 
in  case  the  borrower  reconstructs  his  buildings  within  one  year  after  their 
destruction  by  fire  or  otherwise,  that  the  bank  shall  pay  back  to  him  ih»^  In- 
surance money. 

Section  43. — I  have  already  stated  that  in  case  the  small-bank  Idea  is  adopted, 
it  should  be  limited  in  its  operations  to  a  small  area,  and  the  loan  agenole$ 
should  be  confined  within  this  area. 

Section  46. — The  borrower  should  be  entitled  to  pay  off  the  amount  of  hi* 
mortgage,  or  any  portion  thereof,  in  cash,  as  well  as  by  presenting  the  natiinuil 
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loan-bank  bonds.  It  might  be  difficult  for  him  to  get  these  bonds,  whereas 
the  bank  has  the  privilege  of  calling  them.  Again,  should  the  borrower  wish 
to  sell  a  part  of  his  land,  he  should  be  enabled  to  do  so  by  tendering  to  the 
bank  the  amount  he  receives  upon  such  sale,  and  the  bank  should  then  cancel 
an  equal  amount  of  bonds.  Instead  of  calling  in  bonds  where  payments  have 
been  made,  the  bank  should  also  have  the  privilege  of  substituting  other  col- 
lateral. In  case  of  bankruptcy  proceedings  against  the  bank  the  claim  of 
bondholders  on  the  mortgages  entered  in  the  mortgage  register  should  have 
preference  over  any  other  creditors  of  the  bank. 

In  Europe  the  banks  are  usually  forbidden  to  loan  upon  mines,  pits,  and 
quarries.  Such  properties  decrease  in  value  as  the  limit  of  their  production  Is 
approached. 

A  provision  should  be  inculded  in  regard  to  foreclosure,  viz :  When  any  bor- 
rower fails  to  pay  his  interest,  etc.,  the  bank  may  bescin  foreclosure  proceedings 
against  him  within  two  or  three  months  after  the  interest,  etc..  is  due,  unless 
some  una  voidable  incident,  such  as  fire,  failure  of  crops,  destruction  by  hail, 
etc..  has  ijiven  a  valid  reason  for  extending  the  time  of  such  payment. 

The  borrower  should  be  compelled  to  make  application  for  his  loan  in  writing 
and  state  the  purpose  for  which  the  loan  is  desired,  and  the  committee  should 
be  satisfied  that  the  loan  promises  to  benefit  the  borrower. 

Provision  should  be  made  that  in  case  the  property  depreciates  partial  re- 
payment may  be  rendered,  and  loans  on  farm  lands  should  contain  provisions 
for  proper  soil  conservation. 

The  appraisement  committee  should  be  allowed  to  inspect  the  mortgaged 
I)remises  from  time  to  time.  The  expense  of  foreclosure  should  be  borne  by  the 
mortgaged  property. 

Passing  from  details  to  the  general  principles  of  the  bill,  mortgage  banks, 
under  whatever  plan  may  be  adopted,  should  be,  in  my  opinion,  allowed  to 
make  loup-term  loans  upon  urban  as  well  as  upon  rural  property. 

It  certainly  is  true  that  in  many  parts  of  the  country  urban  property  is  loaned 
upon  more  easily  and  at  a  lower  rate  than  farm  property,  and  a  company  hav- 
ing mortgages  on  both  kinds  as  security  for  its  deberitures  could  dispose  of 
these  debentures  at  a  better  price  than  when  restricted  to  rural  properties  alone 
and  would  thereby  be  enabled  to  reduce  the  rate  of  Interest  on  farm  mortgages, 
the  mixed  security  giving  better  value  to  the  debentures  as  a  whole.  I  beg  to 
remain. 

Yours,  very  truly, 

Fbederick  H.  Allen. 

(Thereupon,  at  4  o'clock  p.  m.,  the  subcommittee  adjourned  sine 
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